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ABSTRACT

The purpose of the research study was to estalslishh optimization practices and

operational competitiveness in private securitynfirin Nairobi County. The research

design employed was a census survey. A total ohtiyveine private security companies

who are members of KISA in Nairobi County were &degl. The respondents were the
heads of departments in the security firms. Data @gdlected by mean of a questionnaire
using a drop and pick later method. The respontgeaehieved was 54.3% and this was
considered adequate for analysis and reporting.

The research study revealed that the firms thatwserveyed 84.1% of the respondents
were male while 15.9 % were female an indicatiat tkecruitment policies are not gender
sensitive. It was also revealed that most of thedkeof departments were aged over 30
years were 79.4%. Departmental heads with collegk umiversity education level was
high at 89.5 %. The study revealed that a largebaurof the firms were either foreign or
jointly owned by foreign and local. Out of the 28panies surveyed 36.6 % were locally
owned. Companies that were foreign owned accouiaed7.5% while 46 % were both
local and foreign. The presence of foreign owngrsteightened the level of competition
to world class status. The research study alscatest¢hat most heads of departments had
worked for more than two years for their respectiompanies.

The research study revealed that the main seraffesed were private guarding, alarm
response, dog services, training, cash- in-tramsitcourier services. Guarding service had
a score of 4.7 measured on a scale of 1 to 5. &y hrge extent, 4=large extent, 3=
moderate 2=least, 1=not used). Alarm response v@agi8g services, training 3.5, cash in
transit 2.7 and a courier service was 2.7.othericges proved but moderate extent included
close protection, fire fighting events managemestiodg services, facilities management,
consultancy and investigation services. Cost optton varied in extent with
benchmarking ranking highest on a scale of 1 tohere 5 was to very large extent.
Quality management had a score of 4.06, benchni&i, six-sigma 3.82, innovation
3.76, kaizen 3.71 and JIT 3.65. The researchecleded that since the some of the
practices had lower scores than others, theread te use an approach that incorporates
all the practices.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Sudy
Cost optimization is one of the tools that worldsd organizations are turning to enhance

competitiveness in modern day business. Cost opdition is driven by the need for
optimization on the total costs of purchased malem@nd services with the objective of
improving on the overall cost position and custowvedue (Fernandez et al., 1995). The
cost position of a company is closely related ® ¢bmpany’s ability to efficiently use
resources to obtain its objectives. The role ot cptimization is to enhance efficiency
by seeking to minimize on the cost of inputs an@riorement on system processes. The
focus of cost optimization is waste elimination gmdfit maximization for the purpose of
survival and growth (Maher, 1997).

The value of a service produced must exceed thebropetitors and at a lower cost if
the firm is to achieve competitive advantage (Bgr@602). For a firm to prosper, it must
not only create but sustain a sustained competitisieantage (Saloner, Shepard &
Podolny, 2003). Modern customers are increasinggolming more focused on value for
their money. Customer expectations in the modersinkess environment is more
dynamic and the worry of every operations managérow to structure processes that
can deliver value to customers in the market pladegre competition is increasingly
becoming intense and hostile. Cost optimizationaikey guiding principle in any
operational decision making process. Operations geran are tasked with the
responsibility of allocating various limited resoes such as labour, materials, and
money to different competing opportunities on ajective basis, in order to optimize on

total costs.



1.1.1Cost Optimization Practices
Price from the buyer’s perspective is the cosproiduction (Smith, 1976). “Production

cost” is the value of a commodity plus the laboeder to make it (Ricardo, 1821). Cost
optimization is critical to survival and growth business because profitability increases
when costs are reduced.Cost optimization practicesd in organizations include;
Benchmarking, Kaizen blitzes, JIT- Just in tinBjsiness process re-engineering , Cost
leadership, cost leadership, Differentiation, dyalnmanagement, supply chain cost
reduction ,six sigma, worker empowerment and weasstieiction, Total cost ownership,
waste reduction as a means of improving on proditxgti Innovation, strategic sourcing
and procurement. World class Companies and orgamiza have embraced and
successfully used cost optimization practices asch for managing costs, reducing
wastage and creating value for customers Cost g&tian is often broad in scope and
aims at cost management through sustainable peactiCost optimization practices
usually rely on mathematical linear programming eiedhat seek to determine the most
cost effective combination of resources requiredpimduction of a service or product

(KPMG, 2011 and Kothari, 2007).

Cost cutting measures such as resorting to lowitguehw materials, results into
replacement, redo work, and other costs assocwatednefficiency.The value of output
in an operation transformation process is the cb#te product or service. Cost is one of
the key variables that determine the competitiverefsan organization because costs
determine a firms output, profitability and decisimaking (Saloner, Shepard & Podolny

(2001).



1.1.2 Operational Competitiveness
Operations has a major influence on competitivett@sgigh product and service design,

cost, location, quality of service or product, rmsge time, flexibility, inventory and
supply chain management, and Quality, Processcapdcity design, Human resource
and job design, job and product design, Scheduimgy Maintenance. Many of these
attributes are interrelated and therefore requirenéegrated management process that
seeks to synchronize the separate activities intaniied whole (Chase, Jacobs &
Aquilano, 2006).

Operations managers are often faced with the aigglef how to structure processes that
can deliver value to customers in the market pladegre competition is increasingly
becoming intense and hostile. The challenge faorganizations is how to trade off
quality and cost, reliability and speed. The vadfi@ service produced must exceed that
of competitors, and at a lower cost. The evoluaod development of new management
practices such as JIT (just in time), quality mamagnt, kaizen, worker empowerment as
a means of improving on productivity and customeerdation have all been aimed at
creating competitive advantage (Richard P et 8D32.

Overall five key factors that reflect the measusé®peration competitiveness are; low
cost, high quality, delivery, flexibility, and inmativeness (Hayes & Wheelwright, 1984;
Leong, Snyder, & Ward, 1990; Ward, Duray, LeongSé&m, 1995). The measurement of
competitiveness in service operations requires resideration of tools and techniques
that service operations such as work schedulingjicge quality management, service
standards and performance measurement systemgofetital service model proposed
by Roth et al., (1997), Oloveira et al., Argoteat(2002,1999), that is based on value

constellations of value drivers and results is peagl for the study. The model is based



on a framework that addresses value specific itrfrefural issues that targets people,
leadership, service culture and orientation, serpimcesses, culture and orientation. The
model proposed addresses issues that relate tatyquedward system, product

development and productivity objectives.

1.1.3 Private Security Firms|In Nairobi County, Kenya
Private security firms mean a body corporate, idiclg a partnership, which provides

private security services. The main role of pevsgecurity firms is to supplement the gap
left due the inadequate capacity of government rédgcand policing (Kenya security
Bill, 2010).

The services provided by the security companiegeainom manned guarding, dog
handling, installation of electronic surveillangestems, alarm systems, escort services,
cash-in-transit, close protection, fire fightingnlaulance & paramedic, events safety,
training, facilities management, investigation aowmhsulting services. Some of the
companies provide courier services as a value ageduct. The number of firms
operating in Nairobi County is over 500 (KSIA, 2012he companies range from
multinational companies capable of offering intégdasecurity solution services, with
clear management structures and operational systemsdividual briefcase carriers
lacking in management systems and structures. ithesiry is characterized by high
levels of competition especially in manned guardiigch does not require high start up
costs. Charges on customers for a single secuniéydgrange from KES 6000 to KES
2500 for a single guard (KSIA, 2012).

Operational issues in the industry include worlcéoscheduling, inventory management,

procurement of human resources and facilities, bjggrating overheads. The established



companies operate in more than one location anctliaienge faced is the layout of
facilities and distribution logistics. Flexibilitand responsiveness is critical in crime
deterrence and the layout and operations shoulspbeifically geared to ensuring that
customer response time is kept to the minimum.

Quality management and assurance of standards ivatgrsecurity firms is more
restricted to internal management processes. Fewpaoies subscribe to ISO as a bench
mark for quality in services. KSIA which is an asisdion of private security companies
does not exercise control over operations and atdsdelating to customer service and

management (Sabala, 2007)

1.2 Statement of the Problem
The practice of cost optimization is prevalentdp tvorld class corporations that seek to

deliver superior customer value through the managenof costs in the entire value
chain. Significant cost savings are realized byaasing efficiency in operations through
cost optimization practices (Harkett, 2012).

The private security industry is one of the fastgsiving sectors of the economy, having
grown by more than 500% in the last ten years (Mk@012). The huge number of
players and competition has put pressure on ferigacurity companies who must
balance between profit and service quality. Custsmdiose needs and expectations are
ever changing will always demand superior qualitydoicts and services at lower prices
(Rajiv et al., 1995). One of key challenges facthg private security industry is the
mushrooming of briefcase carriers who lack capatityls and the necessary skills seek
to expand their market share through price undengu{KSIA, 2012). The existence of

large number of players and the price undercuttirgy a big challenge to the private



security firms hence the need to optimize on tretscof operations in an effort to remain
competitive in a sector whose rate of growth isadilg upraising. It is against this
contextual observation that necessitates a studyddtermine the effect of cost
optimization on operational competitiveness offih@as in the private security provision
industry.

A study conducted by Zweibel (2000) found out tmaéterials inventory have an
overwhelming cost-driver in the manufacturing seatgpecially on issues associated
with their optimization and recommended that swslués should be examined as soon as
possible in order to meet the long-term goals fodale costs. However this study is in
the manufacturing sector hence the need to testdheept of cost optimization among
security service providers. Also Ramachandran (R00%5is study argued that by setting
up a system that allows tickets to be booked walthernet goes a long way and made
much savings on its own reservation and ticketribigtion system. However this study
was on airline industry but the findings can begeon private security industry.

Another study conducted by Valenzi (2008) concluttet 90% of all companies do not
track printing costs while most companies coulduoedtheir printing costs by 10-30%.
This study was however in the printing industry.t Bme 90% bracket of firms not
tracking their costs can be tested in the privataisty firms in Nairobi County, Kenya.
Futher Feng et al., (2013) in their study found that both customer involvement and
supplier involvement have significant effects oternal integration. Internal integration
has a significant effect on operational performarig these were on the link between
internal integration and operational performandge Turrent study will borrow from the

measures of operational performance. Further, anstindy done by Toensmeier (2013)



concluded that profitability can be improved andtained through cost optimization. But
this study focused on a narrow view (profitabiliof)operational performance.

The above studies by Feng et al., (2013), Vale2@08) and Toensmeier (2013) were a
motivation to conduct a study to test whether aggtmization can lead to operational

competitiveness. The gap left by Ramachandran (2808 Zweibel, (2000) posed the
following research questions to be answered byintended study; what are the cost
optimization strategies used by private securitméi in Nairobi County, Kenya? And is

there a relationship between cost optimizationtpras and operational competitiveness

of private security firms in Nairobi County, Kenya?

1.3 Objectives Of The Sudy
The objectives of the study was:

(i) To establish cost optimization strategies usedriwage security firms in Nairobi
County, Kenya,
(i) To determine the relationship between cost opation practices and operational

competitiveness of private security firms in Nair@ounty, Kenya

1.4 Importance of the Sudy
The research study will generate knowledge valudhée will be beneficial to both

scholars and members of the academic community.géips identified in this research

study will be used as a basis for further research.

The research findings shall be helpful to investord private security operators who will

benefit from cost optimization practices as appliedthe industry to enhance their

competitiveness. The research study is also intenie addresses issues of best

operational management practices which will addlesgl the customer needs and the



needs of the shareholders.
It is envisaged that the findings from this studyl v beneficial to policy makers and
the government on how to address challenges fattiagprivate security industry in

Nairobi County and the rest of the country in gaher



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
This chapter is to introduce the concept of cogsingdpation and explore various past

studies on cost optimization practices and how #r@yance operational competitiveness

in various industries.

2.2 Cost Optimization
Cost optimization is a business strategy that whysa is to enhance profit margins

through strategically adopting long approacheso&i management in operations. Severe
competition, changing customer expectations andadeisimake it mandatory for private
security companies to embrace cost optimizatioa means of managing costs in service
provision (Chase et al, 2006).

A service system delivery design should have theonly the quality implication in mind
but the market competition as well. The term servioncept is defined as the total
bundle of goods and services sold to the customeitlze relative importance of each to
the customer (Sasser et al., 1978).The serviceepbngrovides is a key driver of
competitiveness in the security industry which esvece industry. According to Sasser
(1978) services, the service concept plays a rbliewis different from manufacturing in

sense that the product is created in the processesaction with the customer.

2.3 Cost Optimization Practices
Cost optimization is an operational strategy tlesgks to minimize costs, and enhancing

margins. The objective of the strategy is to creasdue in the supply chain by
eliminating activities that not essential. The gohtost optimization is to save on costs

that are associated with providing service by mampgosts of the transformation



process so as to achieve the lowest total cost hipe The entire business process
network is integrated into cost saving by optimgzon costs.

Tavares (2000) argues that technology is a leadiiving force in the modern businesses
environment. One of the key competitive prioritiesnodern business is speed. Despite
of high initial costs associated with technologguisitions, the long run cost savings and
contribution towards achieving competitive advartagn be enormous. Technology is
made up of discoveries in sciences, product dewedop and improvement in machinery,

process, and automation. It also includes a conibmaf knowledge, information and

ideas.Murungi (2003)

2.3.1 Cost Optimization Through Benchmarking
Benchmarking when translated from Japanese wlardtotsumeans striving to be the

best of the best (Camp.et al.,1989). The philosagthyenchmarking is based on learning
from competitors to enhance organizational capgbénd competitiveness. Companies
that seek to win the competition game must be réadigarn practices that are applied in
the best of class firms. According to Camp (1998)edican companies were losing to
Japanese companies such as Toyota in competitvdregmuse they wrongly assumed
that they were the best. The Japanese on the lodiner were keen to learn from western
and American competitors (Camp 1989). Campisrvlew defined Benchmarking as

“the continuous process of measuring our produetsices, and practices against the
toughest competitors or those companies recognaedndustry leaders. From the

foregoing it can be argued that to gain excellénasst optimization, companies do not
have much choice but to bench mark with the besthcBmarking has also been defined

as is a continuous, systematic process for evalyidtie products, services, and work

10



processes of organizations that are recognize@m@megenting the best practices for the
purpose of organizational improvement (Spendol@82). What is evident is that

companies must continuously evaluate their perfageabecause competition is
dynamic. Improvement is a key component of surviaad growth and therefore

companies must seek to continuously improve ona@otsinization

Bench marking according to research studies cay amisucceed when well understood
and adapted. According to Watson (1993), benchmgrkhould be adapted rather than
adopted. Copying practices or practices withoutstt)g to organizational needs and
objectives may be disastrous. The purpose of campulshould be to identify own

weaknesses and seek to improve and to outperfarroaimpetitors.

2.3.2 Cost Optimization Through Process Re- Engineering
Business process re-engineering (BPR) conceptssdoan precept that the creation of

products and services is dependent on a set ofegges. Business process can be
decomposed into specific activities, measured, medleand improved. It can also be
completely redesigned or eliminated altogether.ngeeering identifies, analyzes, and
redesigns an organization's core business procesttethe aim of redesigning the whole
process so that the work processes are alignedtiétbbjectives of the organization and
the changing business environment. According tad@y(1996), the process view of an
organization reflects the need for organizationartalyse as separate the entities that and
the activities that are involved in product andvier creation and how efficiently they
done. According to CIMA (2012), Organisations areving from vertical to horizontal
management as a way of increasing efficiency antimggpng on costs managing

vertically.

11



2.3.3 Cost Optimization through JIT (Just In Time)
The Just-in-Time (JIT) management approach inftials introduced in Japan in 1950s

has proved to be a powerful tool for cost optimaatJIT focuses on business processes
rather than products. The approach was adopted dyotd and many Japanese
manufacturing establishments with considerable esgcin raising productivity by
eliminating waste Manufacturing plants have sudodlgsused the JIT approach to
increase their competitiveness in the world ma(Keneko and Nojiri, 2008).

Waste in Japan, as defined by Toyota’s Fujio Chdamything other than the minimum
amount of equipment, materials, parts, and work&wsking time) which are absolutely
essential to production’. The management philosapigerlying JIT is to continuously
search for ways to make processes more efficietit thie ultimate goal of producing
goods or services without incurring any waste amstimization in private security
companies can be achieved through identifying meee that are responsible for waste.
Work scheduling, training of staff and recruitmehbuld be done with optimization of
costs in mind (Chase et al., 2006).

JIT is an integrated, problem-solving managemeptagrh aimed at improving quality
and facilitating timeliness in supply, productiomdadistribution (Davy et al., 1992).The
success of JIT as a tool for cost optimization meguthat all employees and departments
be trained and conscious of the potential benefitHT in increasing quality, profitability
and increasing competitiveness. All departmentsthi@ security, right from human
resource, marketing, operations, finance and legisshould be trained in the JIT
management approach. The success Toyota motor leem@nufacturer in cost
optimization through the use of JIT is becausedalpartments and individuals were

incorporated. Studies done reveal that there Isseaelationship between profit margins

12



and the use of the application of JIT Companies #pply JIT usually tend to have
higher profit margins.The "Just-in-time JIT" prosemmerged as a result of the focus on
improving operational efficiency by reducing invent to the bare minimum. The supply
of inventory in JIT is delivered just when it iseu®d for a process thus eliminating

holding costs of inventory (Kinney & Wempe, 2002).

2.3.4 Cost Optimization Through Kaizen
Kaizen is a derivative of a Japanese word, KAl Whimeans improvement and Zen

which means good. The kaizen concept is based doaspphy of small but sustained
incremental improvements. Kaizen has also beemeldfias everyday improvement,
everybody improvement and everywhere improvemernis & management philosophy
which believes that no process is perfect, tharawgment is always possible. Kaizen is
based on three main principles namely focusing esults and processes, systematic
thinking and learning method. Cost optimizationotigh kaizen seeks to create small
cost savings through the entire process of thentmgtion, sustaining the improvements
and working to better the achieved status. The firsciple to be considered in the
kaizen management philosophy is to identify theeekgd results and the process used to
achieve the results with the aim of modifying theqess to achieve the expected results.
Kaizen philosophy does not separate the result tf@rprocess. The second principle is
to examine the entire process to identify flows lestine last principles to have everyone
own the process and avoid apportioning blame. Kaecourages the creation strong
teams. The Kaizen philosophy is a system wide ambrthat seeks to increase efficiency
through low and affordable procedures. The greaestess stories cost optimization is

the approach used by Toyota in their manufactuprazess. The approach can also be

13



used is service industries (Grace, 2010).

The four cost optimization processes based on kaaee; having a long-term
philosophy that drives a long-term approach toding a learning organizatiofi,he
right process will produce the right resuksld value to the organization by developing
its people and partner§ontinuously solving root problems to drive orgaianal
learning Imai argues that an organization cannoiaie competitive if it does not work

towards improvement as the business environmemigesa (Imai, 1985).

Organizations that have made a difference in cgs$imization strategies either in
service or manufacturing have been known to useekaapproach and philosophy to
management. According to Imai (1986), successfatgsses such continuous quality
improvement,(CQIl), Just-in-time(JIT), operationakcellence(OE),six-sigma, lean
manufacturing , total quality control (TQC) are tuser focused, Gumba(waste

elimination) and kaizen oriented.

2.3.5 Cost Optimization through Innovation
Innovation has been defined in different ways bffedent scholars. According to

Altschuler and Zegans (1997), innovation is noveigction, while Mulgan and Albury
(2003) argue that innovation represents ideasvibgt. Worlf (1994) proposes that there
is product, service and process types of innovati®usiness organizations can take
advantage of each facet of innovation and seekctoege competitiveness through
integration of various technologies.

Cost optimization through innovation is quickly dgang the way business thinking in
the modern business. Companies are renewing tbeuwsfon product and process

innovation as a way of improving their cost posiian the market place. A survey done
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by EIU (2012) on top 241 companies drawn from Eagrofsia-Pacific and North

America concluded that they were in early theityestages of major product innovation.
The CEOs surveyed indicated that they were keemlgr@ that while shrewd cost
management will always be near the top of theimdggetheir top-line and bottom-line
growth objectives can only be met with innovatiwerket leading products and related
service. One notable development is the emergeintarsformational innovation based
on closer collaboration across the supply chainmganies are working towards
enhancing their product lines while cutting costs process innovation (Fisher, 2012).
The factory of the future will be one in which eyestep of production process is

optimized using innovative software systems (Russw2013).

2.3.6 Cost Optimization through Quality M anagement
Cost optimization through quality management may be comprehended without

capturing the meaning of quality. Several defimtohave been provided for quality.
Quality is the ‘conformance to requirements’ (Crgpsh984). Deming (1986) defines
quality as a predictable degree of uniformity aegehdability, at low cost and suited to
the market. Customers evaluate the quality of alygbbased a number of factors key
among them dependability and cost. Companies shitndcefore focus not only the
dependability but the price as well. Juran (198&f)ndd quality as ‘fitness for use which
results in customer satisfaction freedom from pobddeficiencies, which avoids
customer dissatisfaction’. Quality can also be roli as the extent to products exceed
customer needs and expectations which users obdugtr or service. (Gitlow et al.,
1989).

Quality management is a process for ensuring thegices and products offered
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consistently meet the stated standards. Qualityagement is fundamental for leading
and operating an organization to continually imgr@erformance over the long term by
focusing on customers while addressing the needallafther stake holders (Chase,
Jacobs & Aquilano, 2006).

Quality management optimizes on costs by redudost of rework and customer
complaints. Various management approaches have bsed. The need for quality
management is based on the realization qualitpti®n accident but must be planned for.
There exists various theories on quality managemaurit they all highlight eight key
dimensions that companies should focus on. Theciptes include Customer focus,
leadership, Involvement of People, Process apprdaystem approach to Management,
Continuous improvement, factual approach to Denisiaking and Mutually Beneficial
Supplier Relationships. Some of the frameworks @orality management include
TQM(total quality management), ISO(internationalgamization standards), Quality
assurance, Kaizen, total quality control. Key cimitiors to quality management theories
and philosophies are; Walter Andrew Shewhart (1924Joseph Juran ( 1924), Philip B.

Crosby(1984), Kaoru Ishikawa(1989), Edwards Deg(i950),

2.3.7 Cost Optimization through Six Sigma
Cost optimization through sigma is based on a pbpdy that aims at having no defects.

Six- sigma is a process thinking approach whiclksée make the process of service or
product delivery flawless. Six -sigma is based odefect rate of 3.4 for every one
million parts, statistical measurement of deviatminthe process from normal and a
philosophy that seeks to address cost by redudiogeps and system variability. Six -

sigma is ‘a comprehensive and flexible system @hieving, sustaining and maximizing
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business success. Six- Sigma is uniquely driverclbge understanding of customer
needs, disciplined use of facts, data, and stistinalysis, and diligent attention to
managing, improving, and reinventing business meeg (Pande et al., 2000). A strong
structure and clear alignment to organizationalgy@zarticularly financial) are a key part
of the Six Sigma approach as defined (Eckes, 20b&je is evidence to suggest that
financial benefits of Six Sigma; with the savinghigved due to decrease in operational
costs, reduction in scrap and rework rates. Thegqa®is important because the output is
determined by the process capability. Tools emmdgemonitor quality in six sigma are
control charts, pareto analysis and charts, procesgping, root cause analysis and

statistical process control (Lee, 2002).

2.4 Operational Competitiveness
In a business environment that that is growingaasigly turbulent by the day, dynamic

capabilities, flexibility, agility, speed, and adability are becoming more important
sources of competitiveness(Barney, 2001& Sushilp020 Firms that seek to be
competitive need to diversify by broadening theiopge to satisfy dynamic customer
needs and expectations. Research studies donehlyarell et al., (1992, 1989,1988)
reveal that there exists a close relationship betwibe competitiveness of a firm and its
performance in relation to other variables suchhase conducted a number of on price,
quality, design, marketing, flexibility, and managent.

All business firms on a day to day basis engageeéntransformation of resources into
goods and services of value for their customemqutjh a combination of processes
aimed at adding value. A bench marking survey amlyat Nokia-Siemens (2007)

revealed that profitability in the service industpyoviders will go up by 13% if
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performance operated at the same level of perfocenas industry leaders. The findings
implication of the study is that most firms makedes and therefore cannot pay higher
wages to workers because of internal and exteqmalational efficiencies that cost them
in terms of profits. It has also been argued furthat when a firm earns a higher rate of
economic profit than the average rate of economoditpof other firms competing within
the same market, the firm is said to enjoy a cditipe advantage in that market
(Besanko, Dranove, & Shanley 2000: 389). Operaliefieciency addresses the issue of
waste minimization and at same time maximizationesburce capabilities. This strategy
has the ability of passing on the accrued bengfitonsumers by way of delivering high
guality products to customers at lower costs. $erariented firms can deliver superior
value to customers by focusing on efficiency altmgr value chains.

Private Security companies can advantage of temtedresource saving management
practices to improve on their performance. Openatficefficiency is concerned with
identifying wasteful processes and resources thaindthe organization’s profits.
Operational efficiency is also concerned with desig new work processes that improve
quality and productivity.

The Present competitive environment in businesgires) companies to introduce quality
products at lower prices in order to capture maskeaire. Globally, business has become
more integrated with supply chains crossing mudtipations. Inefficiency in this chain
and internal drain of resources due to outdatedgases affect the ability of a company
to be profitable. Operational efficiency is themef@ critical system wide initiative that

can translate to the company being in busineskeing down.
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2.5 Explanation of the Conceptual Framework
Competitive advantage between firms is a measutieeddlifference in value of our given

similar input combination of resources. The differe can be measured in monetary
terms. The competitive advantage should resulthe rhaximization of the difference
between the monetary equivalent of the output {senand the revenues .The difference
in the two parameters is as a result of the intemadetween the labor and facilities of
the consumers will pay for value generated andtheimum they pay will be a function
of offerings from competing companies.

The firm must therefore seek to optimize on costsmaximize their margins. The staff
productivity will be a function of the resourcesdathe operating environment. The
operating environment will include the work loadddacilities and work conditions.

Staff and resources must be appropriately combma@dmanner that maximizes capacity
utilization and, and effectiveness. The firm shontd keep underutilized facilities such
as vehicles so that the returns on investmentsbeamaximized. The transformation
process results in the services offered by prigatirity companies which customers pay
for. The service provided will be evaluated by domsumers on a number of competitive

priorities will quality, speed, reliability
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CHAPTER THREE: RESEARCH METHODOLOGY

3.0 Introduction
This section presents the research methodologgedtribes the research design and

research instruments. Data collection proceduresdata analysis techniques are also

presented.

3.1 Research Design
The study adopted a descriptive census survey sledign approach. It involved the

collection of data through multiple sources suchvaibal reports, personal interviews
and observation. Secondary information was obtatheslugh published report such as

operations reports, financial reports, budgets,raatket competition.

3.2 The Population
The population of study was drawn from private sigiwcompanies in Nairobi County,

Kenya who are members of Kenya private securitystny association KISA (Appendix
). The respondents of the study were heads ddrtients in each company under KISA

umbrella.

3.4 Data Collection
The study used both primary and secondary fomptirpose of increasing reliability of

collected data. A self completion questionnairehwiioth open ended and closed
guestions was used. A drop and pick later methad wsed. The researcher collected
information from heads of departments through thestjonnaires which was distributed

to heads of departments across each firm branevoniet in Nairobi County, Kenya.
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3.5 DataAnalysis
A statistical package for social sciences (SPS83 wsed for this purpose. After

guestionnaires were collected, they were screemedoimpleteness and accuracy before
coding is done for analysis. Descriptive statistieas used to establish the means,
frequencies and to determine the weights and bligtdns of the various parameters
relevant to the research study. Presentation waseiriorm of charts and tables. Factor
analysis on cost optimization practices were alsed to reduce the dimensionality of the
factors used in the study. The independent vasabiere the cost optimization practices
under the study. The practices represented hXX Xz, X4 .......... % will be tested using
guestionnaire. A regression analysis model Y3f(X = By + Bixi1+Baxo+Bgxz +......+
Bioxiot € shall be used to establish the relationship batveeenpetitiveness and the cost
optimization practices. @s the intercept point of the regression modellevhis an error

term. The values B B,, Bs.....Bjo are the regression coefficients for the model.
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CHAPTER FOUR: DATAANALYSIS, FINDINGSAND DISCUSSIONS

4.1. Introduction.
This chapter presents the results of the analyzdd, dogether with the appropriate

interpretations that seeks to answer the questiaised under the research study. The
purpose of the research study was to establisheth@onship between cost optimization
practices and operational competitiveness as appleprivate security firms in Nairobi
County, Kenya. The private security firms that wased under the research were those

registered with KISA.

4.2. Response Rate.
The research study sought to find out the relalignbetween cost optimization practices

and operational competitiveness among private ggclirms operating in Nairobi
County, Kenya. A sample size of 116 respondentspeising of senior members of staff
(heads of departments) was selected for the s@ulyof the 116 questionnaires issued to
heads of departments, 63(54.3%) usable questi@maere recovered. According to
Mugenda and Mugenda (1999), a response rate of iSO&tlequate for analysis and
reporting. The response rate achieved was therefomsidered adequate for answering

the questions raised under the research study.

4.2.0 General information about the respondents
The general information of the respondents who weseking as heads of departments

was important to the researcher. The researchetedai® know about the general
characteristics of the heads of departments simsentould influence the reliability and
accuracy of the responses. The respondents werefdhe required to indicate their

gender, education level, and the departments tleked under. The number of years
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they had worked for the company was important agesearcher wanted to be sure they
had worked long enough to comprehend the practised for cost optimization and how

these practices affected the competitiveness obrdp@nization.

4.2.1. Demographic data
The department of the respondents was importahietoesearch study because these are

the people directly or indirectly involved for tireplementation of policies and practices
that are geared to cost optimization practicescamapetitiveness. Table 4.2.1 shows the

summary of the respondents and their gender

4.2.2 Summary of respondents by gender
The gender of the respondents was important tetiety because the researcher wanted

to establish if the firms had any form of prefererior gender since the private security
industry has for long been a preserve of men. Bspandents were asked to indicate

their gender and the findings are as in the taldelbelow

Table 4.2.1 Gender of respondents

gender frequency per centage
male 53 84.1
female 10 15.9
Total 63 100.0

Source; Research data 2013

The research findings revealed that majority ofttbads of department were male.

Out of the 63 respondents, 53(84.1%) were foundhdomale while 10(15. %) were
female. The research study findings were consistatfit the employee patterns in the
security industry which is dominated by males. Eogpient is heavily skewed in favour

of men and this can be can be explained by the ufiasmature of the work requirement
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in service operations for most security assignmesitish are still dependent on physical

deterrence of crime.

4.2.3 Age of respondents
The age of the respondents was important to tliy dtecause the researcher was keen to

know that the respondents were mature and well exsant with the issues under
investigation based on their experience. The redpais were asked to indicate their age

bracket and the findings are as in the table 4gl@w.
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Table 4.2.2 Age of respondents

age frequency percent cumulative

per cent
21-30 13 20.6 20.6
31-40 19 30.2 50.8
41-50 25 39.7 90.5
51-60 6 9.5 100.0
Total 63 100.0

Source; Research data 2013

The findings revealed that majority of the resparntdevere aged more than 30 years.
Table 4.2.2 shows the summary of ages of the regas. Majority of the respondents
across the departments who were in senior positwee mature and it would be
concluded that age was a factor in determining idengtion for management positions.
This can also be explained by the fact that olderkers tend to be more experienced.
The highest concentration of workers was in the bgecket of 41-50 which had
25(39.7%). The age bracket of 51-60 had the leasier of workers, which implies that
the security companies tend to rely on younger lgegfino are active in line with the
demanding nature of the private security indusiige observed trend can also be
explained by the fact that most companies wouldnote their workers who had worked

for long with them.

4.2.4 Education level of respondents
The education level of the respondents was impbffianthe research study. This is

because partly the understanding and applying @ptinization and best practices in
industry requires a work force that is well infominéntellectually. The researcher
therefore asked the respondents to indicate thgimest education standard and the

findings are as in the table 4.2.3 below.
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Table 4.2.3 Education level of respondents

education level frequency percentage cumulative percent
secondary 6 9.5 9.5
university 21 33.3 42.9
college 36 57.1 100.0

Total 63 100.0

Source; Research data, 2013

The research findings revealed that workers holdmgnagement positions were

educated to at least college level 36(57.1%). Theree 21(33.3%) of the respondents
who were educated to college level. The respondeitiissecondary education were the
minority 6(9.5%)

4.2.5 Department of respondent

A department is a distinct, usually specializedcfional area within a large organization

such as accounting, marketing, planning, operationarketing among others. The

researcher requested the respondents to indicateddpartment and the findings were as

in the table below
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Table 4.2.4 Department of respondents

Department Frequency Percent Cumulative Percent
Human Resource 8 12.7 12.7
Marketing 10 15.9 28.6
Procurement 12 19.0 47.6
Training 6 9.5 57.1
Accounting 6 9.5 66.7
Operations 21 33.3 100.0

Total 63 100.0

Source; Research data, 2013.

The research study revealed that majority of redponts worked in the operations
departments which had 21(33.3%) of the respond@nésning and accounting had the
least number of respondents at 6(9.5%) each fotldwyehuman resource, marketing and
procurement which had 8(12.7%), (15.9%) and 12@%9.Bespectively. The researcher
was satisfied that views collected were a goodesgntation of the cost optimization
practices at security companies that were undeestiyation. This information was

necessary because the researcher was interesteteicting views on cost optimization

practices across departments within security comepasince cost optimization is a

companywide process.

4.2.6 Company ownership
Company ownership is the ultimate and exclusivatrigpnferred by a lawful claim or

title, and subject to certain restrictions to engcupy, possess, rent or sell a thing. The
researcher was interested to know the company ehiperunder the study. The
respondents were asked to indicate the ownershipeo€ompany they work in and the

findings were as below
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Table 4.2.5 Owner ship structure

ownership structure frequency percent
local 10 36.5
foreign 06 17.5
local and foreign 13 46.0
Total 29 100.0

Source; Research data 2013

The findings did reveal that a significantly highmber of the top companies operating in
Nairobi were either foreign or a mixture of foreignd local. Companies that were purely
locally owned were 10(36.5) % while 13(46%) had &tume of local and foreign

ownership. The companies with the least ownerdhigcisire comprises of 06(17.5 %.) It
was safe to conclude that the industry having ked#e to attract international players,
competition was likely to be intense in areas aihdards, practices and technological

innovations.

4.2.7 Work experience of the respondents
The number of years worked was important for tagearch study because to answer the

required questions correctly, respondents needhédve a good knowledge of operations
at their companies. The respondents were requireddicate the duration for which they

had worked as HODs (heads of departments). Thanfisdvere as in table 4.2.6 shows.
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Table 4.2.6 work experience

Frequenc Percent Valid Cumulative
y Percent Percent
less 1 yea 16 25.4 25.4 25.4
2-5 12 19.0 19.0 100.0
above 11 6 9.5 9.5 81.0
Total 63 100.0 100.0

4.3.1 The nature of services offered by the security companies
There are several services ranging from guardingnbdulance services that can be

offered by private security firm. The researchersviaterested to know the extent to
which various components of security activities practised by security companies. A
scale of 1-5 was used where 5=very great extergreét extent, 3=moderate, 2=small
extent and 1=very small extent. This was with tlewof establishing the core and non
core activities at the security companies. The aedpnts were required to rank on a
scale of 1 to 5 the extent to which each of thatified parameters was practiced and the

findings are as in the table 4.3.1 below.
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Table 4.3.1 Security Activities

security activity N Minimum | Maximum| Mean | Std. Deviation|
Guarding Service 63 4.00 5.000 4.7460 43878
Alarm Response 63 3.00 5.000 3.9206 51749
Dog Service 63 3.00 4.00, 3.6508 48055
Training 63 1.00 4.00 3.4921 96508
Cash In Transit 63 1.00 4.00 2.7302 .84637
Fire 63 1.00 4.00] 2.6667 .87988
Courier Services 63 1.00 4.00, 2.6349 1.15426
Facility Management 63 1.00 5.00 2.5714 1.13186
Consultancy 63 1.00 4.00f 2.3016 96110
Escort Service 63 1.00 4.00 2.2857 94063
Investigation Service 63 1.00 3.00f 2.2063 .72198
Events Management 63 1.00 4.00 2.1905 .83968
Close Protection 63 1.00 4.00 2.1111] .80545
Ambulance 63 1.00 4.00 1.9365 1.01398
Valid N (Listwise) 63

Source; research data 2013

The highest ranking of 5 was to imply that the camppracticed the activity to a very
large extent while 1 was very little extent. Guagdservices was found to be the key and
core service activity with a score of (u=4.75, ¢4). The high score of almost 5 and low

standard deviation implies that all companies hguarding services as their business

activity. Alarm response and dog services were lgguaey components of private

security companies as they ranked second andrésgpkctively. The use of dog services
can be explained by the increasing levels of vioteime and the fact that guards are not
licensed to carry guns. Services that were not doremost companies included
ambulance services, close protection, events mamage investigation services,

consultancy services and facilities management.s@hservices had scores ranging

30



between 1.94 and 2.31 respectively. The researtiherefore concluded that these
services did not have high demand or were not demsd as strong competitive
dimensions. Cash in transit and fire fighting wergarded as important and their mean

scores were (U= 2.73, s= 0.85), and (12.67, s=08®ectively.

4.3.2 Strategy on cost minimization
A strategy is the overall scope and direction aogporation and the way in which its

various business operations work together to aehpewticular goals (Peterraf, 1993).
The researcher requested the respondents to tiedidheir companies had strategies on
cost minimization and enhancing the firm’s margamsl the findings are as in the table

4.3.3 below.

Table 4.3.3 table on strategy of cost minimization

Existence Of Strategy Freguency Percent
Yes 58 92.1
No 5 7.9
Total 63 100.0

This was important because this was the core ofabearch study. The responses given
indicated that all companies had strategies tarapé on costs.

What was evident from the research study was thatoanpanies had recognized the
need to minimize costs as a result of stiff comjetiin the industry. An overwhelming
majority of the respondents interviewed 58(92.1ft)icated that there existed strategies
on cost minimization. Only five 5(7.9%) of the resplents indicated that there was no

strategy.

31



4.3.4 Strategy on eliminating Non essential services
The researcher required the respondent to indittte elimination non essential service

was part of a cost optimization strategy and eningnaf competitiveness in their

companies and the findings are as in the tabld 4£&8ow.

Table 4.3.4 strategy of eliminating essential services

Elimination Strategy Freguency Percent
Yes 53 84.1
No 10 15.9
Total 63 100.0

Source; research data 2013

The findings revealed that majority of the respange53(84.1%) did confirm that
elimination of non essential services was one efstinategies used to manage costs and

enhance competitiveness.
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4.3.5 Benchmarking Practices
Private security firms need to benchmark with teetbn industry. There are various benchmar|

practices. The researcher therefore asked the ndepts to indicate the extent to which various
benchmarking marking practices were applied inrtbeganization and the findings are as in the

table 4.3.5 below.

parameter N Mean Std. Variance
Deviation
Statistic | Statistic| Std. Statistic | Statistic
Error

Evaluate Business Processes 63 4.0952 | .06680 .53019 .281
Learn From Competitors To Improve 63 4.0000 | .00000 .00000 .000
Seek To Improve On Cost Optimization 63 3.9841 | .07671 .60886 371
Adopted Best Practices 63 3.9048 | .06680 .53019 .281
Cont_lnuously Measures Products And 63 38095 | 04987 39583 157
Services
Learn To Improve Competitiveness 63 3.6349 | .06114 48532 .236
Total 63

Source; research data, 2013.

Among the parameters under investigation were legsinprocesses, learning from
competitors, improvement approaches, adopting bestictices and continuous
improvement on products and services. A measurestate of 1 to 5 where, 1 implied
very little, 2 was little extent, 3 was to someesit 4 large extent and 5 was to very large
extent.

What evidently clear from the research study was &ali companies sought to learn from

their competitors on how best to optimize costs Mtean obtained for this measure was
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(u=4.0,s=0.00). The researcher therefore concldlaidthis parameter was applied to a

large extent. The other parameters under invegiigaiso were noted to be applied a

large extent, with averages ranging from 3.63 1®4.It was therefore the opinion of the

researcher that bench marking was a key componkemost optimization practice

amongst private security companies in Nairobi Cpunt

4.3.6 JIT practices

Indeed JIT is an integrated, problem-solving mansgge approach aimed at improving

quality and facilitating timeliness in supply, puadion and distribution.

The researcher was interested to know if the sgctmmpanies selected were using JIT

and the findings are as in the table below.

Table4.3.6 JIT practices

Minimum [ Maximum Mean Std. Deviation
periodically trains staff 63 3.00 5.00 3.8254 .83356
all departments involved in 63 2.00 500 3.8254 85269
improving quality
search for ways to make 63 1.00 5000 3.6825 94741
process more efficient
timeliness in supply and 63 2.00 5000 3.6667 98374
distribution
minimize idle time 63 2.00 5.00 3.2508 .90087
just when needed for use 63 1.00 5.00 3.6349 1.09694
Valid N (listwise) 63

Source; research data 2013

This is a cost optimization technique that largedlies on a pull and push inventory

management. The organization using JIT uses idlenitory to bare minimum. This

system of management ensures that costs are oetirthizough elimination of cost such

as storage, damage to goods in store, obsolesabeiihd
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Under the parameter of JIT the research askecepondent to show the extent to which
JIT was used for cost optimization (scale; 5= toyJparge extent, 1= very little extent).

The findings reveal that JIT was used to a largergxby the security companies in
Nairobi. Training of staff periodically and invohg all departments in cost optimization
techniques had means of 3.825 each. Other paraneted were timeliness on supply
and distribution, minimizing of idle time, and laog for ways of to make processes
more efficient. The mean scores for the mentioredrpeters had little or no significant
differences with each requisite being ranked betw@e=3.6, s=1.1) and (u=3.83,

s=0.83).Training of staff had the least varianceangg training of staff to acquire the

requisite skills was considered important in cqstroization.

4.3.7 Kaizen practices

Kaizen practices actually aims at continuous imprognt and problem solving. The
researcher was interested to know the extent tatwkaizen was used as a tool for
competitiveness cost optimization. The respondest® asked to rank the practices in

the scale of 1-5 and the findings are as in Talde’/dbelow

Table4.3.7 Kaizen

N Minimum Mean | Std. Deviation
To Make Their Processes 63 3.00 500  3.9206 51749
Better
Achieved Improvement 63 3.00 5.00 4.0159 42091
Modify Process To Achiev 63 3.00 500  4.2857 63318
Expected Results
Analyze Of Entire Process 63 2.00 500  4.2540 98322
To Identify Flaws
Encourages Teamwork 63 3.00 5.00 3.9206 51749
Develop Of Staff Through 63 2.00 500 3.7302 97064
Workshops
Valid N (listwise) 63

Source; research data 2013
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The parameters which ranked highest were bothiab/sis and flaw identification and
process modification to achieve quality and optaman costs. These parameters had
scores of 4.25 and 4.29 respectively. The paranteaeiscored least under these group of
variable was the holding of workshops (u=3.73 ,88pthe high variance of 0.98 was an
indication that the companies sampled differed iBgantly in their approach to the use
of workshops as a cost optimization tool. While soohthe companies can be said to be
of the view that workers if empowered through woidss, they can be change agents for
cost optimization, some companies would be saigetof the view that this was money
wasting. Other parameters that were found to betipesl were team building and the
encouragement of team work which was ranked ( [253%0.52). The standard
deviation in this parameter was relatively low magrthat team building was a favoured
approach to cost optimization. This supports In#88) whose findings concluded that
an organization cannot remain competitive if it sloet work towards improvements

since the business environment changes.

4.3.8 Innovation
Business innovation processes involves the useabinblogy and change in design of

processes in manner that optimizes on the firmssueces. The respondents were asked
to indicate to what extent their company implemeritee innovative practices and the

findings were as in the table below.
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Table 4.3.8 Innovation

N Minim | Maximum Mean Std.
um Deviation

Integrates Various Technolod ¢4 3.00] 5.00 3.6984 | .61263
In Service Delivery
Closer Colla}boratlon Across 63 3.00 4.00 3.8095 39583
Supply Chain
Encourages Close
Collaboration With 63 3.00 5.00 3.7143 .63318
Competitors
Encourages Introduction Of 63 300 4.00 37143 45538
New Products
Fast To AdaptNew 63 400 5.00 4.0794 27248
Technology Service Delivery
Continuously Renew Focus
On Product And Service 63 2.00f 5.00 3.5714 .85599
Valid N (listwise) 63

Source; research data 2013

The research revealed that to a large extent thgpaoies were quick to adopt new
technology as a cost optimization technology. Theameter had the highest rank at
(4.01,s=0.27). The standard deviation was relgtil@v compared to the rest meaning
that this was a most desired approach to cost ggtran amongst the companies

surveyed.

The researcher sought to know if the companiesclas collaboration with competitors
as a way of cost optimization. The mean rank fer garameter was found to be 3.7 1,
with a standard deviation of 0.63. This agree$wiime of the practices in the private
security industry where some services that are affered by one company can be

provided by competitors. Some companies were fstamce known to outsource alarm
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back up services from other security companiess Timding supports Fisher, (2012)
whose findings concluded that there is a notableeldpment in the emergence of

transformational innovation based on a closer boliation across the supply chain.

4.3.9 Quality management
Values such Customer focus, leadership, InvolvenwnPeople, Process approach,

System approach to Management, Continuous improvemiactual approach to
Decision making and Mutually Beneficial Supplied®&®nships are key issues in quality
management. The researcher wanted to know the tektenvhich various quality
management practices were applied as a cost optignizstrategy. The respondents were
asked to indicate the extent to which the qualiBnagement practices are put in place in

their company and the findings are as in the thblew.

N Minimum| Maximu Mean Std.
m Deviation

quality conscious cultu 63 3.00 500 4.2857 63318
in the work force
uses IS0 to monitor 63 4.00 500 4.2540 43878
service quality
seeks to exceed 63 4.00 500 4.1905 39583
customer eXpeCtatlonS
consistent in keeping 63 3.00 500 4.0159 42091
standards to clients
makes use of TQM 63 3.00 500 3.9841 60886
management practlces
strong focus on 63 3.00 500 3.9048 53019
customer service
use process approach | 63 2.00 500 3.7937 72198
guality management
valid N (listwise) 63

Source; research data 2013
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The scale used was; (5 to a very large extent afud \ery little extent). The variables
had a mean rank of between 3.79 for the use ofeggapproach and the highest was
4.28 for creating a quality conscious culture ire tivork force. ISO certification,
exceeding customer expectations and keeping qustkilydards in a consistent manner
had overall scores of 4.25, 4.19, and 4.02 respaygtiThe overall high scores is an
indication of commitment of private security com@anto achieving cost optimization.
This supports whose findings concluded that costropation can be achieved through
guality management practices such as exceedingroestexpectations, involvement of

people, and continuous improvement among others.

4.3.10 Six sigma
Six sigma cost optimization philosophy is basedetimination of defects. Therefore

Six- sigma is a strategy that seeks to increaseeity through increased efficiency in
the processes that produce the results. The resptmdere asked to indicate the extent

their company employs six sigma practices andititrfgs are as in the table below.

parameter N Minimu | Maximu Mean Std.

m m Deviation
Promotion Of Staff From 63|  3.00 500 4.1905 59180
Within
Clear Organizational Structu 63 3.00 5.00] 4.0159 .60886
Invests In Training And Staff 63|  2.00 500 3.8889 80545
Motivation
Provides Befits And
Compensation To Staff 63 3.00 5.00 3.8254 .73044
Relies On Disciplined Use O}
Data Fact For Decision 63 3.00 5.00 3.7254 .58309
Making
Conglstently Provide Flawleq 63 3.00 4.00 3.4143 45538
Services
Valid N (listwise) 63

Source; research data 2013
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The researcher sought to find out the extent talvkix-sigma was applied as a strategy
for cost optimization. These findings support L8802) whose findings concluded that

root cause analysis statistical process control @ineliminate defects as a way of

maximizing business success.

4.3.11 Other practices used for cost optimization

The researcher was interested to know the extenwhich the security companies

embraced other cost optimization practices.

Some thadse practices included

procurement, improving productivity, outsourcingpply chain cost reduction, worker

empowerment, strategic sourcing, waste reductiayst deadership and total cost

reduction ownership. The respondents were askéadioate the extent to which their

company utilize other factors for cost optimizatand the results are as below.

Table 4.3.11 Other Practices

N Minimum | Maximum Mean Std. Deviation
Improving On Productivity 63 3.00 5.00 4.1111 .67468
Strategic Sourcing And 63 3.00 500 4.0952 53019
Procurement
Supply Chain Cost 63 3.00 500 4.0317 59482
Reduction
Worker Empowerment An 63 3.00 500 3.9206 51749
Waste Reduction
Cost Leadership 63 2.00 5.00 3.7619 96243
Total Cost Ownership 63 2.00 5.00 3.6667| 1.07763
Valid N (listwise) 63

Source; research data 2013

The findings revealed that the companies had eretreec number of other cost

optimization practices. The ranking was on a soéleto 5. The highest ranking of 5 was

40



to a great extent while 1 was s to least exteng fiitdings revealed that improving on
product productivity was the most significant amio that was for cost optimization

with a mean of (u=4.11, s=0.67). Supply chain cegduction and procurement

Cost leadership and total cost ownership had mea3s76 and 3.67 respectively. The
two mentioned parameters mentioned had the leadt ra terms of adoption. The

parameters that had the highest ranking were ptiycimprovement, strategic

sourcing and supply chain cost reduction. Thesarpaters had rankings of (4.11, s=
0.67) and (u=4.095,s=0.53) respectively. The rebearwas also interested to know the
extent to which the security companies embracedratbst optimization practices. The
findings revealed that the companies had embraacadrder of other cost optimization
practices. The ranking was on a scale of 1 to & Aighest ranking of 5 was to a great
extent while 1 was s to least extent. The findinggealed that improving on product
productivity was the most significant approach asdost optimization with a mean of
(u= 4.11, s=0.67). Supply chain cost reduction anocurement 4.03. This supports
Croby (1984), Edward (1950), Eckes (2001) whosdifigs concluded that factors such
as waste reduction, strategic sourcing, worker emepment, waste reduction are also

utilized for cost optimizations.

4.4.1 Overall ranking of cost optimization practices
The sought to find out the overall ranking and élxeent to which each of the parameters

were used as cost optimization strategies. The mieanthe variables under the various
constructs was computed and used to establish weaghting. Table 4.4.1 shows the
summary of the findings to enable the researchereaat a more informed opinion from

the findings. The scale used was (5= very largergxt4d= large extent, 3=moderate 2
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little extent, 1= very little extent)

parameter of cost optimization mean score scale
Bench marking 3.9 large extent
JIT 3.65 large extent
kaizen 3.71 large extent
innovation 3.76 large extent
guality management 4.06 large extent
six sigma 3.82 large extent
other practices 3.93 large extent

From the research study, it was evident that qualibtnagement had the highest scale
rating. The researcher therefore concluded thatfityumanagement was the most
important strategy to cost optimization with a meamnking of 4.06. JIT as a strategy had
the least ranking at 3.65. It can be argued that the use of JIT has not gained
popularity because it is relatively a new concepbagst private security companies in
Kenya. The supply chain vulnerability in the deyahg countries may also explain that
reason why companies may not heavily rely on Jlthessmay occasion unplanned stock
outs due to supply chain vulnerability.

Regression analysis was performed on the parametersto measure cost optimization
to establish the relationship between competitigsrend cost optimization practicés
model summary revealed that the contribution of vheables selected for the study
accounted for more 78% of the strategies used Iyater security firms for cost

optimization.

42




Table4.4.2 Moddl Summary

Model Summary

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

1 .883% .780 .738 .95575

a. Predictors: (Constant), strategic sourcing and ymeroent, makes use of TQM management practicesluprand
service for each market segment, encourages tedmdevelop of staff through workshops, total coshership, cost
leadership, continuously measures products andcesplearn to improve competitiveness, uses IS@dnitor service
quality

The model summary reveals that the key predictbrsost optimization are strategic
sourcing and procurement, total quality managem(@@®@M, team work, total cost

ownership, 1SO, and the development of productd #ra suited for each market.
Adjusted R square (73.8%) shows that the contwoutf the parameters in the model

show that cost optimization strategies identifie@ aentral to achieving significant

competitiveness for the security companies.

The standardized coefficients from the linear regi@ model were used to predict the
relationship between the various variables undertider the selected cost optimization
practices. The regression model obtained was sumnedansing the table of standardized

coefficients in 4.4.3.
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Table 4.4.3 Table of standardized coefficients

Coefficients

Standardize(li

Model Unstandardized Coefficients t Sig.
Coefficients
B Std. Error Beta
(Constant) 10.066 3.51¢9 2.860 .006
Learning to improve -1.324 .456 -.344 -2.904 .004
competitiveness
Continuously measures 1.011 .480 214 2.108 .04
products and services
Encourages teamwork 372 274 .103 1.360 .180
Develop of staff through -.736 .219 -.383 -3.367 .001
workshops
Product and service for each .560 .223 .290 2.508 .015
market segment
Makes use of TQM .680 .250 222 2.716 .00d
management practices
Uses ISO to monitor service -.306 .598 -.072 -511 .611
quality
Cost leadership -.938 .184 -.484 -5.097 .0p0
Total cost ownership 1.232 A7y 711 6.943 .000
Strategic sourcing and -2.088 479 -.593 -4.360 .00
procurement

a. Dependent Variable: department

The coefficients were all significant except the 0§ 1SO which had P>0.05.

Competitiveness=
10.6+B1X+B2X2+B3X3+B4x4+B5X5+B6X6+B7X7+B8X8+BX9+BX10+ error term

Where Bl= 1.324, B2= 1.011, B3= 0.372, B4= 0.736, B5= 0560, B6= 0.680, B7=-0.306, B8= -
0.938, B9=1.232, B10=-2.088.

So Competitiveness

0.938X%+1.232X%-2.088X%0+ €
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Variables of X

X1 Learning To Improve Competitiveness thyio Studying Practices of Other Competitors
Xo. Continuously Measures Products and Sesvi

X3 Encourages Teamwork

Xa. Develop Of Staff through Workshops

Xs. Product and Service for each Markgmn$ent

Xe. Makes Use of TQM Management Practices

X7 Use of ISO to Monitor Service Quality

Xag. Cost Leadership Practice

Xg Total Cost Ownership

X10 Strategic Sourcing and Procurement
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CHAPTER FIVE: SUMMARY, CONCLUSIONSAND RECOMMENDATIONS

5.1 Summary of findings.
The purpose of this research study was to estalthshrelationship between cost

optimization practices and competitiveness amoiegreg firms in operating in Nairobi
County. A census survey design approach was usatisostudy. The researcher targeted
116 respondents who were departmental heads abhtaef the study.

The response rate for the study was found to b&463%) which the researcher

considered adequate for analysis and reporting.

5.2 conclusions
The study established that private security conmgsanise different cost optimization

practices to enhance competitiveness. Quality mamagt was the main practice that
was the most preferred practice used by securitgpemies. .It was also revealed that
most security companies used JIT as a cost optilmizatrategy to a moderate extent.
What was evident was also that work empowermeiat @sst optimization approach was
yet gain an appreciable degree of acceptance. uldMherefore be recommended that
private security companies consider incorporathresé practices as cost optimization to
further their operational competitiveness. The nhgpdeposed for provides a useful guide
to players in the industry as it outlines paransetdrat ignored and those that are
commonly practiced. This can enrich cost optim@atipractice for improved

competitiveness.

5.3 Recommendations

The private security companies need to evaluatedbestrategies that they use with the

view of optimizing on cost savings to remain conitpet. Cost optimizations practices
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should if necessary include making investmentsrat@sses and technology that will in
the long run yield savings and therefore enhanocgpeditiveness.

Private security companies should consider how amsrican be empowered through
workshops and seminars to be effective change sganthe implementation of cost
optimization practices. Various cost were founchtve a positive effect in enhancing
competitiveness and therefore it is recommended tthaderive maximum benefits ,

security companies can incorporate a variety of spgmization approaches.

The study was limited to the extent that it waseastis survey which covered a small
proportion of operators in the private securityusly. the criteria chosen was being
members of KISA , left a big section of private gty operators who are not members

whose challenges may be different.

5.4. Suggestions for further research.
The research study can be further enriched by adimdu further research in the

following areas.

The relationship between cost optimization, totabaldy management and

competitiveness in private security firms, the tielaship between Cost optimization,
strategic procurement, outsourcing and competiggenn private security industry, Cost
optimization, customer satisfaction and competitess in the private security industry
and the impact of kaizen on cost optimization dreddompetitiveness of private security

firms in Kenya.

47



References

Barney, Jay B. (2002§5aining and Sustaining Competitive Advanta?j€ ed. Reading,
Mass.:Addison-Wesley.

Beheshti, H.M., et al., 200Electronic supply chain management applications by
Swedish SMEs.Enterprise Information Systein(®), 255-268

Besanko, D, Dranove D, and Shanley .S (20B86pnomics of Strategg™ Ed. John
Wiley & Sons, New York.

Blachier Christophe, Marc Jadoul( 200B)creasing Competitiveness through Ongoing
Operational Excellencestrategic White Paper

Chase, Jacobs and Aquilano(20@Bjperations Management for Competitive
Advantagel1™ Edition,McGraw-Hill Higher Education.

Cooper, Martha C, Ellram and Lisam (1993), “Chagastics of Supply Chain
Management and the Implications for Purchasinglagistics Strategy”,
InternationalJournal of Logistics Managemenl. 4, No. 2, pp. 13-24.

Dilworth J B.(1992)Operations Management. Design, Planning, and Cdhdmo
Manufacturing and ServicklcGraw-Hill

Fernandez, R. (1995)ptal Quality in Purchasing and Supplier Managem&tt Lucie
Press, BocaRaton, Florida

Galloway L, F., Rowbotham, F., M. Azhashemi.(20@perations Management in
Context.Elsevier Butterworth-Heinemann

Hayes, R. H. and S. C. Wheelwright(198#&storing our Competitive EdgEompeting
through Manufacturing, Wiley, New York

Hammer, Michael and Steven Stanton( April200gnore Operations at Your Peril
Harvard Business Review,6565.

Heir F.J, Black C.W, Babin B.J, Anderson R.E, ‘Mdriate Data Analysis’ A Global
Perspective. Pearsom Zd pp 91-151

Imai MGemba Kaizen, (1986)A common sense approach to continuous improvement
Kaizen institute ,Tokyo Japan.

Kothari C.R (2007)Quantitative Techniqu&nd edition, New Age International
Publishers, New Delhi

Maher, M. (1997)Cost AccountingCreation Value for Managemerith ed., McGraw-
HillCompanies Inc., New York

Mkutu.A. K and Sabala. K (2007). Private Secu@tympanies in Kenya and Dilemmas
for Security.Journal of Contemporary African Studje&b, 3, Sept.2007

48



O’Farell and DWN Hitchis (1988 he Relative Competitiveness and Performance of
Small Manufacturing Firms in Scotland and the Midsivireland An Analysis of
Matched Pairs, Regional Studies, 22, pp 399-416.

Peteraf, M. A. (1993). The cornerstones of competidvantage: A resource-based
view, Strategic Management Journdy4, pp. 179-191.

Porter M. (1985)Competitive advantag€reating and sustaining superior performance.
NewYork,NewYork Macmillan.

Richu S. (2005)A survey of the operations strategy practices enghvate security
firms in Kenya

Roberta Russell & Bernard W. Taylor, 1[(200®perations strateg$TH edition

Saloner, Garth, Andrea Shepard, and Joel Podob@A§2Strategic Managemeniohn
Wiley& Sons, New York.

Sethi V. and King W (1994Pevelopment of measures to assess the extent ¢h ai
information technology application provides comipeti advantage .Management
science40(12),pp 1601-1627.

Vickery S, Calantone R and Droge C (1999). Suppigi@ Flexibility: An Empirical
Study”, Journal of Supply Chain Manageme¥bl. 35, No. 3, pp. 16-24.

William J. Stevenson. (200@perations management @d.Rochester Institute of
Technology

Watson, G. (1993)Strategic Benchmarking: How to Rate your CompaRgHormance
against the World's Besfohn Wiley and Sons Inc, New York.

Zairi, M. (1996):Benchmarking for Best Practice: Continuous Learnimgugh
Sustainable InnovatiomButterworth-Heinemann, Oxford

49



Appendix 1: Members of Kenya Security Industry Association (KI1SA)
1) Wells Fargo Limited
2) Sunrays Solar Ltd

3) Collindale Security

4) Bob Morgan Services Limited

5) Ultimate Security Ltd

6) G4S Security Services Kenya Limited
7) Instarect

8) KK Security

9) Magnum Allied Systems Ltd
10)Pinkerton's

11)Riley Services Limited
12)Securex Agencies Kenya Ltd
13)Security Group Of Companies Ltd
14)Watchdog Alert

15)Total Security

16)Radar Security Limited
17)Fidelity Security Services
18)Corporate Security

19)Cobra Security

20)Delight Security Services Ltd



21)Brinks Security Services
22)Cybertrace

23)Texas Alarms

24)Northwood Services

25)Nine One One group limited
26)Absolute Security Ltd
27)Infama Ltd

28)Bedrock Security Services Ltd

29)911 Security Services



Appendix Il - Questionnaire

Section A. General Information
Please tick appropriately

1. Gender
a. Male { } b. Female { }
2. Kindly indicate your age group
a) 21-30 { 1} b) 31-40 {} c) 41-50
{ 1}
d) 51-60 { 1} e) Over 60 {}
3. Kindly indicate your education level
a. Primary , KCPE,CPE { 1} b) Secondary {}
b) College { 1} d) University { }
e) Masters, post graduate { } hets
(SpecCify....cvvvieiiii i
4. Please indicate the average number of emplageasir firm.
a) Less 1000 { 1} b) 1001 - 2000 {}
c) 2001 - 3000 { 1} d) 3001 - 4000 {}
e) 4000 and more { 1}
5. Kindly indicate the nature of ownership of yeompany
a. Fully locally owned { 1}
b. Fully foreign owned { 1}
c. Local and foreign { 1}
6. Please tick the number of years you have bé¢@@ with this company.
a) Less one yr { 1} b) 6-10 { 1} C) a®11 {
}

7. Please indicate if your company is ISO certified
a. {Yes} b. {No}
8. Please tick your department from the list below.

a) HR & Dev'nt { } b) Marketing { 1}
c¢) Procurement { } d)Training { 1}
e) Accounting { } f) Operations { 1}

9. To what extent has your security firm involvee security activities below? Use a
scale of 1 — 5, where 5 =Very large extent, 4= baggtent, 3= Moderate extent, 2=little
extent, 1= Very little extent.

parameter 5 4 3 2 1

Guarding services

Investigation services

Alarm response

Close protection

Cash in transit




Fire

Dog services

Escort services

Events Management

Courier services

Facility management

Training

consultancy

Ambulance

Section B: Cost Optimization Practices
10. Do you have a strategy that seeks to mininoatsovhile enhancing the firm’s
margin?

a) Yes { } b) No { 1}
11. Has the strategy eliminated non essentialities in your operations?
a) Yes { } b) No { 1}

12. To what extent has your security firm impleneeinthe bench marking practice in an
effort to eliminate waste? Use the scale 1-5 wheré/ery Great extent, 4= Great extent,
3= Moderate, 2=Small extent, 1= Very Small extent.

The firm learns from competitors to improve operaél capability

The firm learns from competitors to improve operadl
competitiveness

The firm has adopted best practices from bestasfscfirms in
security services

The firm continuously measures its products andises against
competitors

The firm continuously and systematically evaluatsibess
processes

The firm seek to improve on cost optimization

13. To what extent has your security firm impleneenthe following JIT practices in an
effort to eliminate waste? Use the scale 1-5 wheré/ery Great extent, 4= Great extent,
3= Moderate, 2=Small extent, 1= Very Small extent

514 |32 |1

The firm has embarked on a search for ways to rpakeesses
more efficient

The firm facilitates timeliness In supply and disttion

The firm activities are scheduled to minimize itire

The firm periodically trains staff to enhance thefficiency

The firms inventory supply is delivered just wheseded for use

The firm continuously involve all departments inpraving
guality of services and products

14. To what extent has your security firm impleneenthe following Kaizen practices in
an effort improve on processes? Use the scale hesey5 =Very Great extent, 4= Great



extent, 3= Moderate, 2=Small extent, 1= Very Sragient

The firms always seeks for ways to make their pgses better

The firm seeks to better achieved improvement

The firm seeks to modify processes in achievingeetga results.

The firm always seeks to analyze the entire protessentify
flaws responsible for waste

The firm encourages team work

The firm develops staff through workshops and ereges
personal career growth and development

15. To what extent has your security firm impleneeinthe following innovation practices
in an effort to achieve competitiveness? Use théest-5 where, 5 =Very Great extent,
4= Great extent, 3= Moderate, 2=Small extent, 1lry \&mall extent

514 |32 ]1

The firms integrates various technologies in serdelivery

The firm uses closer collaboration across the lsugmin

The firm encourages close collaboration with contqest

The firm top management encourages introductiameof product
lines in the market place from time to time

The firm is fast to adapt new technologies serdeévery

The firm continuously renew its focus on productsedvices

16. To what extent has your security firm impleteerthe following quality
management practices in an effort to remain cortipe® Use the scale 1-5 where, 5
=Very Great extent, 4= Great extent, 3= Moderat&rall extent, 1= Very Small extent

514 [3]2]1

The firm provides seeks to exceed customer expectat

The firm has a quality conscious culture in the knforce

The firm is consistent in keeping expected stangltyatlients

The firm has a strong focus on customer servicenwaedressing
needs of other stake holders

The firm use processes approach to quality manageme

The firm makes use of TQM management practices

The firm uses ISO to monitor service quality




17. To what extent has your security firm impleneenthe following six sigma quality
management practices in an effort to remain cortipe® Use the scale 1-5 where, 5
=Very Great extent, 4= Great extent, 3= Moderat&all extent, 1= Vlery Small extent

514 |32 ]1

The firm consistently provides a flawless serviaeofd defects)

The firm when relies on disciplined use of datatgdor decision
making.

The firm invests in training and staff motivation

The company encourages promotion of staff fromiwith

The company provides benefits and compensatiotatbas a way
of retaining them

The firm has a clear organizational structure a&dyto financial
goals

18. To what extent has your security firm impleneeinthe following other cost
optimization practices in an effort to remain comitpe? Use the scale 1-5 where, 5
=Very Great extent, 4= Great extent, 3= Moderat&rall extent, 1= Very Small extent

514 |32 ]1

Cost leadership

Supply chain cost reduction

Worker empowerment and waste reduction

Total cost ownership

Waste reduction as a means of improving on proditti

Strategic sourcing and procurement




