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ABSTRACT

The research sought to establish the supply chslinnmanagement and performance in
three to five star hotels in Nairobi, Kenya. It mdiéed the imperatives for
implementation of comprehensive supply chain risknegement. A total of 18 hotels
were sampled. The research shows that effectivelgughain risk management can
improve organizational performance but there wallreed for adequate infrastructure to
be available in companies for implementing SCRMwdis found that the evaluation of
risk came out as the major supply chain practies thost of the hotels were using to
manage their supply chain risks. The study alsavshthe implementation of SCRM
requires various structural measures to align ms&nagement, strategic planning,
information system and organizational culture thgetin order to realize the better
outcome. The influence of SCRM practices on théoperance of the hotels supply chain
was found through the regression equation, to tmtipely correlated with the firms
supply chain. There was also a little collineabstween the dependent variables found
in the study. Risk in the supply chain is explonederms of risk/performance, drivers,
consequences and management responses. The k#gdive SCRM is the ability to
establish long term strategic relationships withmw chain partners. Practitioners should
work to fully develop power, benefits and risk retion linkages with partners within
their specific supply chains in order to maximizdue to the ultimate customers of the
supply chain.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

The present day business environment is charaetetw complexity of operations,
specialization, and disintegration of business af@ns and with these changes come
business risk. Risk management in an organizatsugply chain is emerging as a major
challenge having made them vulnerable to distureafiom both inside and outside the
system. Indeed, many recent events have shown himgrable long and complex supply
chains are. In this context, the quality and comigeness of individual companies’
operations depend on their ability to identify anigate the uncertainties and risks they
encounter (Rao and Goldsby, 2009). Supply chak management concerns risk as a
situation entailing exposure to two essential congmds: an event and the uncertainty
concerning the possible outcomes (Sheffi, 2005usThisk evaluation of a firm was
based on the likelihood of the occurrence of thk situation, and on the kind of damage
it might entail if realized. The different types ok are extensively covered in the

relevant literature, but analysis of the concepisK itself is very limited.

The primary benefit of a risk-based approach tatsgic execution was that it allows
managers to focus on the opportunities outlinethéir firms' strategic plans, while at the
same minimize the potential impact of any threat$he firms supply chain. A risk-based
management control system allows managers to quiekid confidently react to

opportunities (or threats) (Berinato, 2004). Kers(®2009) notes that another notable

advantage of systematically integrating risk irfite tnanagement control system was that
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firms achieve higher stock prices if its managdfecéively demonstrate to financial
analysts that they understand risk and are managirfgaplan and Norton, 2008).
Further, Lam (2003) noted that nearly all operatldasks and processes are now viewed
through the prism of risk. It was thought thaisiinot possible to create a business that
doesn’t take risk. Thus the end result of succéssfategic direction setting must be the
capacity to take a greater risk, for this was tiéy avay to improve entrepreneurial

performance.

A firms supply chain risk strategies should estbljuidelines to include; organizations
responsibilities, organizations risk attitudes, evahip of specific risks, criteria of risk
assessment and definition of critical risks (Bezimst 2006). In addition, a firm can
include creative risk financing solutions, lendiiigancial, insurance and capital market
strategies. Opportunities should be capitalizednuipomost circumstances. Not taking
advantage of opportunities lead to growth of cortgest and thus increased risks. If
opportunities are pursued, enterprise strategybeamodified to manage the particular
risks involved (Goh et al. 2007). The tenets df ns&anagement must be ingrained within
a corporate culture in order for such practicesb& effective (Gillett, Fink, and

Bevington, 2010).

1.1.1 Supply Chain Risk M anagement
A firm’s supply chain comprised of a series of @tis and processes through which
material and information move on their way to tmalf customer. Peck (2005) described

2



supply chain vulnerability in this context as exp@sto serious disturbance arising from
risks within and external to the chain. AccordimgStulz (1990), vulnerability reflects
the susceptibility of a supply chain to disruptiand was a consequence of risks in it. Ju
(2005) on his part content that supply chain vidbéity as the propensity of risk sources
and drivers to outweigh risk-mitigating strategitgjs causing adverse consequences in
the chain and jeopardizing its ability to effectiveserve the end customer market.
Consequently, supply chain risk management, wasnatibn that aims to identify the
potential sources of risk, and to implement appateractions to avoid or contain supply

chain vulnerability (Narasimhan and Talluri, 2009).

Supply chain risk was commonly considered as aathteat something might happen to
disrupt normal activities and that would stop tlsifigappening as planned. Stulz (1990).
Indeed, risk has been defined by most of the litteaas negative consequence, leading
to undesired results or consequences. Hetland J208& risk as an implicitly uncertain
phenomenon. Stulz (1990) explained the differeaaggesting that a risk occurs because
there was a certain type of uncertainty about tawiré. In this traditional risk
management context, uncertainty means that uneegh@stents may occur, but they can
be quantified and therefore managed unlike unicéytavhich reaches far beyond the
traditional conception of risk. Smith, et al. (198%efine supply chain uncertainty as
“decision making situations in the supply chainwhich the decision maker does not
know definitely what to decide as he was indistimtiout the objectives; lacks
information about its environment or the supply ichdacks information processing
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capacity; was unable to accurately predict the ohpd possible control actions on

supply chain behavior or, lacked effective conactions.”

Risk management is a process, effected by an snbtard of directors, management
and other personnel (everyone), applied in stratgying and across the enterprise,
designed to identify potential events that may aftee entity, and manage risks to be
within its risk appetite, to provide reasonableuaasce regarding the achievement of
entity objectives, which made it a practice of tdrganization (Jorion, 2001). Risk was
unavoidable in the business activity since econoagtivity by definition commits
present resources to the uncertain future. Hendake risk was the essence of economic
activity. Business yields greater economic perfarcgaonly through greater uncertainty,

or in other words taking greater risk. (Drucker719p.256).

Mitchell (1995) point that loyalty to existing suigers was a risk-reducing strategy and
at the same time partnership formation, buildimgtegic alliances, supplier development
and developing supplier performance measuremetgragswill help in the reduction of
risks in an organizations supply chain. In a sim¥ain, some authors show how agency
theory can be used to develop risk-sharing strase@sidisin and Ellram, 2003). Agency
theory offers a number of approaches to managsig including co-operation — working
together for mutual benefit to reduce conflict; antbrmation-sharing — to reduce the

risk of either party trying to take advantage @ dther.



1.1.2 Supply Chain Perfor mance

Supply chain performance refers to the evaluatibrsupply chain management, and
includes both tangible and intangible factors (Rtes2003). On the other hand, E-
procurement was an electronic procurement systdma.wider application context of e-

procurement system was e-business. E-business teféne implementation of business
activities through digital technologies over thdemet (Amit and Zott, 2001). E-

procurement system can improve the effectivenesoparation processes and the
transparency of the supply chain (Puschmann and 28105). It could therefore be

implied that an e-procurement system is more pivb&n other e-business applications
when studying supply chain performance since indineent economic environment, a
value creation perspective was important for imprgvsupply chain performance

(Wiengarten et al., 2010).

A procurement system was a vital component of apamy's supply chain system.
Typically, a company’s procurement function was dsuidled into strategic and
operational processes since activities and prewitin these two areas are entirely
different (Turban et al.,, 2000). Supplier managemehe pooling of purchase
requisitions and procurement-oriented product dguweknt are tasks that were typically
assigned to strategic procurement. E-procuremeables companies to decentralize
operational procurement processes and centraliaéegic procurement processes as a
result of the higher supply chain transparency iple¥ by E-procurement systems.
Strategically, e-procurement helped to consolidgatechasing practices that lead to
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greater discounts and better service from supplidcselerate the flow of important
information between the buyer and supplier, recadrainistrative hours, freeing them up
to do other work, help to respond quickly to highympetitive new market entrants and

improve the chances of winning new business (E§42

1.1.3Threeto Five Star Hotelsin Nairobi

Nairobi has the best selection of tourist hotelsgiag from modest accommodations
right up to five-star luxury (KHTA 2014). Nairobi'3-5 star hotels are mainly located at
its town center or nearby surroundings which malcegss and transportation easier.
These hotels offer superior amenities and luxugriservices; they also offer a choice of
bars, restaurant and state of the art gyms, staathsauna facilities. The products and
services in these hotels are rated s top notchttendost is high (KHTA 2014). This is
due to the quality of staff and their high pay esalThe nature of equipment’s and
operating tools are sophisticated to match theedgnanticipated by the patrons. The
owners also invest so much in value addition. Téxels of the maintenance of the
facilities are very high, partially due to the amhaudit for star rating by the hotels and
restaurants in Kenya. These are also referred exessive hotels. Most of these hotels
are part of international hotel chains and emptagrnational expertise for top position.
This is a strategy employed in order to ensure thay apply their knowledge of

international standards which gives a competitoheaatage.



The management of such 3-5 star hotels attachgshigin value to exceeding customer
expectation, which in turn becomes their competitadvantage there is continuous
monitoring of customer service satisfaction indesotigh guest feedback (KHTA 2014).
This will enable the hotels gauge how their cust@mnate and whether they would prefer
to be their guest again. Customer service satisfadghvolves internal and external

capabilities.

1.2 Statement of the Problem

An organization's supply chain was a source of ainpe advantage. Effective
configurations of a firm's supply chain provide egx to cheap labor and raw materials,
better financing opportunities, larger product nedsk arbitrage opportunities, and
additional inducements offered by governments tilifate setting up of firms in their
locations (Kogut and Kulatilaka, 1994). Howeverupled with these benefits that a firm
enjoys an efficient supply chain was the unceri@éntand consequent risks that
manager’s face in the normal operations of a filus1Stulz (1990) argues, “An enterprise
may have lowest overall costs in a stable worldirenment, but may also have the
highest level of risk — if any one of the multiphating factors kink up an elongated
global supply chain!” As a consequence of the iehelevel of risk, most firms develop
risk mitigating process, but as Chopra and Soddd42 contend most companies develop
plans to protect against recurrent low-impact riskgheir supply chains, but many more
ignore the high-impact, low-likelihood risks. Thine it was incumbent upon a firm's
management to understand the variety and interobedeess of supply chain risks so
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that they can tailor balance, effective risk-retuctstrategies for their companies.
Hauser (2003) suggests that in today’s increasingihyplex environment, risk adjusted
supply chain management can translate into improftedncial performance and

competitive advantage

The accelerated competitions as well as the eweeasing consumers demand for value
has pushed three to five star hotels to createev#toough efficient use of limited
resources and adoption of efficient supply chasik rmanagement. More recently, there
has been increased travel advisory being issuedsdstern countries due to security
concerns, and considering that this has come fioentrtaditional tourist countries, its
effect in the local tourism industry has been digant (KHTA, 2014). The hotels have
registered declined bookings and with increasedtiamx that was raised in the 2013/2014
budget, the Kenyan hotels have had to adjust tacest profits. This has necessitated
these hotels to search for ways of offloading sainthese activities for efficiency and
competitiveness. To survive, the hotels must b agiough to respond to the pressures
to compete on levels unrivalled in the past. Thas Forced the hotels into formulating
supply chain strategies such as outsourcing andghaifing large portions of
manufacturing and striving to eliminate any riskerent in the firms supply chain

(KHTA, 2014).

Several studies have been undertaken locally on atea of organizational risk
management. Abuya (2008) studied on the strategkcrmanagement practices among
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state corporations in Kenya. He observed that waead with risk, strategists often feel
challenged or uncomfortable with the demand to neakiecision and as result, emotions
come into play and these can affect decision makirggnumber of subtle ways. At the
same time he observed that parastatals had spaadgbted strategic risk management
practices in their organization. Safari (2003) utatgk a survey of risk factors in the
strategic planning process of selected parastatafenya. He noted that with a risk-
based approach to strategic execution process,gaenaiill focus on the opportunities
outlined in their firms' strategic plans, whilethé same minimize the potential impact of
any threats. Lubano (2012) researched on stratesfiananagement at Kenya Revenue
Authority and found that a risk-based managementrobsystem allows managers to
quickly and confidently react to opportunities amgin the business set up. From the
above studies, it is evident that a gap existshen @évaluation of the risks in a firm's
supply chain. In addition, these studies do noregklhow managers select among these

different risk management strategies based on émsronment.

1.3 Objectives of the Study
The study was guided by the following objectives:
i.  To identify the types of supply chain risks inhdrenhotels in Kenya
ii.  To establish the risk management practices emplbyete hotels in Kenya
iii.  To determine the impact of supply chain risk manag& on the performance of

hotels in Kenya



1.4  Research Questions

The researcher strived to seek the following redequestions:

I. What are the existing types of supply chaingiskhotels in Kenya?

il How do the managers address different risk rgameent strategies in hotels in
Kenya?

iii. How do the managers relate the managemestipply chain risks to

performance?

1.5 Value of the Study

The findings of the study will be of value to thartsaction cost and risk theoretical
framework as it will enable the study to concephaglnd empirically operationalized
risk management process in an organizations sugpyn. Particular attention will be
paid to the risks present in the hotels supply rchbcess and their influence on the
performance of the hotels.

The findings of the study will be relevant to maeagnt and practices as it will enable
the management of the hotels to know the influgheé supply chain risks have on the
overall hotel performance. The findings of the sgtudill expose the affect risk
management and as a result, the companies willdre endowed with knowledge and
prepared to fit in the prevailing uncertain busgeavironment. The results may provide
the buying firms with the ability to identify bestrractices that if applied can assist

organizations in creating a competitive advantdggroving supplier's performance
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creates an advantage, resulting in the buying firbdity to improve customer value

propositions.

The policy makers will obtain knowledge of the Hotedustry dynamics and the

influence of risk management and therefore obtaidance from this study in designing
appropriate policies that will regulate the indusffhe study provides the background
information to other researchers and scholars wag want to carry out further research
in this area. The study facilitates individual @®hers to identify gaps in the current
research and carry out research in those areawatkewill also be used by students who
will want to study similar area and to come up witbmprehensive conclusion and

reasoning in regard to management of risk in aamggtion supply chain.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter focuses on the review of various studhat have been conducted by other
researchers on Supply chain risk management anbrpemce. Among the areas
reviewed include risk management practices, riskagament process, risk identification
and risk analysis and treatment. The chapter algages research gaps identified and a
conceptual framework showing the relationship betwelependent and independent

variables.

2.2 Theoretical Framework of Organizational Risk Management

The capital market imperfections have been founbdahe major reason for firms to
seek to manage risks. While these imperfectionshinlge necessary for optimal
derivatives use, they are not sufficient conditioBBiott, Huffman and Makar (2003),
argue that, given these incentives, a firm's ult@r@ecision to manage risk depends on
the level of its exposure. In addition, a firm'©ide to use currency derivatives depends

on the costs of managing foreign exchange-rate risk

2.2.1 Agency Theory

Agency theory extends the analysis of the firmridude separation of ownership and
control, and managerial motivation. In the field aafrporate risk management agency
issues have been shown to influence managerialdas toward risk taking and hedging

(Smith and Stulz 1985). This theory explains a fbdssmismatch of interest between
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shareholders, management and debt holders dugmareries in earning distribution,

which can result in the firm taking too much riskrot engaging in positive net value
projects. Consequently, agency theory implies tteftned hedging policies can have
important influence on firm value (Fite and Pfleiele 2005). Agency theory provides
strong support for hedging as a response to misnietween managerial incentives and

shareholder interests.

Conflicting interests in the agency relationshipween managers and shareholders
motivate the use of derivatives. Most senior mareadeve a highly undiversified
financial position because they derive substaitradnetary and non-monetary) income
from their employment by the firm. According to Bty1990), risk aversion cause
managers to deviate from acting purely in the bestest of shareholders by expending
resources to hedge diversifiable risk. The timezoor of managers and shareholders may
also differ because management compensation igdisdort-term accounting measures.
These conflicts of interest can be mitigated by pooate risk management if

compensation schemes appropriately link manageasst@the stock price of the firm.

This suggests that the use of stock option plaresdorporation can be a determinant of
corporate hedging. Executive stock options canct¥fely reduce a manager’'s risk
aversion and thus lower the propensity for usingvdaves to decrease idiosyncratic

risk.
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2.2.2 Stakeholder Theory

Stakeholder theory focuses explicitly on equilibmiwf stakeholder interests as the main
determinant of corporate policy. In certain indiesty particularly high-tech and services,
consumer trust in the company being able to costiffering its services in the future
can substantially contribute to company value. Hewethe value of these implicit
claims is highly sensitive to expected costs oéficial distress and bankruptcy. Since
corporate risk management practices lead to a deerén these expected costs, a

company values raise (Klimczak, 2005).

Therefore stakeholder theory provides a new insigtd possible rationale for risk
management. However, it has not yet been testextthir Investigations of financial
distress hypothesis provide only indirect evidedgdge (2006). If a firm enters financial
distress then it will face costs of default on defligations, costs of filing for
bankruptcy, and costs related to reorganizationliguddation. Given these costs, firms
have incentives to reduce the probability of finahdistress. Firms can reduce the

likelihood of financial distress by hedging varildtlpiin earnings.

2.2.3 New Institutional Economics Theory

According to Williamson (1998), this theory predithat risk management practices may
be determined by institutions or accepted practithin a market or industry. Further,
the theory links security with specific assets pase, which implies that risk
management can be important in contracts which Itwal sides without allowing

14



diversification, such as large financing contractctose cooperation within a supply

chain.

Firms in regulated industries provide top manageémeith few opportunities for
discretion in corporate investment and financingiglens. Smith and Watts (1992)
showed that regulation is a key determinant of ren'§ corporate financial policy.
Therefore, if regulated firms face tighter scrutemyd face lower contracting costs, then
they are less likely to use derivatives to hedga fisk. According to Froot, Scharfstein,
and Stein (2003), if external sources of fundsrapge costly to a firm than internally
generated funds, then the firm could benefit frosm@ derivatives. In particular, firms
can hedge cash flows to avoid a shortfall in futidg may require a costly visit to the
capital markets and at the same time derivativepasitively related to measures of the

firm's investment opportunity set proxies.

2.3 Supply Chain Risk M anagement

Supply chain risk management is a process of hohatalle risks either by proactively
mitigating them or by reactively responding to thé@hopra and Sodhi, 2004). At
present, supply chain risks views all threats ¢lisng normal activities as products of the
impact and the probability of an event which in tleal product lifetime might be

impossible to measure. In consideration of theitseiiat that not all the environmental

factors that affect a firm can be managed, it ballnecessary for a firm to understand the
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existing information on the basis of which probdigi$ present is formed in more or less

imperfect way.

Evidence abound that failure to manage supply chiaks effectively can have a
significant negative impact on organizations. Nolyacan the failure to manage supply
chain risks effectively lead to a sharp downturramorganization’s share price, which
can be slow to recover, but it can also generatdlico amongst the organization’s
stakeholders. Cousins et al. (2004) identify théericonsequences of a failure to manage
risks effectively. These include not just only ficéal losses but also reduction in product
guality, damage to property and equipment, losgepfitation in the eyes of customers,
suppliers and the wider public, and delivery deldysrther, there is also evidence that
economic, political and social developments overghst decade appear to be increasing
the risk of supply chain disruptions as supply nkaire getting longer and more complex
and are involving more partners due to the increéasglobal sourcing (Hendricks and
Singhal, 2005). Also, the threat of terrorism, sasl9/11, military action, such as the war
in Iraq, disease, such as the foot and mouth cakhrethe UK, and natural disasters, all
have the power to disrupt, or cause uncertaintysupply chains (Elliott, 2005). The
present day business environment also appears ligilhg in an era of rapid change in
technologies and product markets, and increasirgjomer expectations in terms of
better products, lower prices and quicker respdmses. All these put together, it is

evident that potential risks facing supply chairs growing significantly
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Robinson et al. (2004) argued that the level ok rnisvolved for the purchasing
organization increased with the newness of the fasklved, i.e. rebuys involve
relatively low levels of risk whereas new tasksalwve relatively high levels of risk.
Robinson et al. illustrated how risk varied in thethree purchasing situations by
breaking down the purchasing process into eighignessive stages, ranging from
problem recognition to performance review. Andersbral. (1987) compressed these
into three dimensions of the purchasing procedernmation needs; newness of the task;

and consideration of alternatives.

Mitchell (1995) point that loyalty to existing suigers is a risk-reducing strategy and at
the same time partnership formation, building sgat alliances, supplier development
and developing supplier performance measuremetgragswill help in the reduction of
risks in an organization's supply chain. In a samiein, some authors show how agency
theory can be used to develop risk-sharing strase@sidisin and Ellram, 2003). Agency
theory offers a number of approaches to managsky imcluding co-operation — working
together for mutual benefit to reduce conflict; antbrmation-sharing — to reduce the

risk of either party trying to take advantage @ dther.

Gates (2006) further suggests that other risk-redudnclude: choosing a leading
company in the field, using an approved list of [digss, multiple sourcing, visiting

supplier operations and establishing good commtinita with suppliers. Zsidisin et al.
(2000) also advocate the use of multiple sourcesipply as a risk reduction strategy in
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some cases. Rather than advocating multiple sayrdionsdale (1999) advocates
product differentiation as an essential tool fornaging risk. Lonsdale maintains that
increasing the variety of products, particularlyfast-moving markets such as fashion,
offers customers a wider choice and reduces theafsbuilding high inventories of

obsolescent products. This approach is also pramoyeKrause and Handfield (1999),
who argue that inventory management can be antiekeand economical strategy for

reducing supply chain risk.

2.4 Risk Management Practices

Every enterprise is subject to several types oksriand the focus varies across
organizations and as such organizations have iadlty entrusted corporate treasurers,
portfolio managers, insurers and the hedgers tagmeuch risks (Shimpi, 2001). Jorion
(2001) posit that the success of organizations mpeipon the risk management and
understanding properly the firm's sensitivenesslitferent types of risk. Lam (2001)
further note that risk management reduces earnioigtiity, maximizes value for

shareholders and promotes job security and finhseurity in the organization.

Organizations will therefore be advantaged to distalrisk management practices to
mitigate various risks facing the organization. céling to Kersnar (2009), the formal
risk management practices entail; risk identificatirisk analysis and risk evaluation and
control. In order for a formal and documented RMaass to work, it must be mandated
by the board of directors (Board), chief executigHicers, and other top level
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management of the organization. Because businegskisnanagement, understanding
the risks accepted by the company as it pursuestrategy to achieve its objectives is
essential for the board and relevant stakeholdénsg( 2001). Risk management is
central to the execution of the organization'stefya so there must be a linkage between
the organization's strategic plan and initiatived an understanding of all organizational
risks across the entity. The coordination of riskessment and strategy development will
assure that both internal and external stakeholdei$ consistently manage
organizational risk effectively and efficiently. Aandate from the top is needed to assure
the risk management team's success in establighmgRM program to aid in the

achievement of organizational goals.

2.5 Risk Management Process

According to Jorion (2001), the success of orgdiima depends upon the risk
management practices and understanding properlyirtinés sensitiveness to different
types of risk. Lam (2001) further posits that rmelanagement reduces earning volatility,
maximizes value for shareholders and promotes g¢ohrgy and financial security in the
organization. Thus it can be seen that organizatwafi be advantageous to establish risk
management practices mitigate various risks fathreg organization. The formal risk
management practices entails the following stepmehg risk and control self
assessment, identification of risk indicators, diecit management, compliance of both

internal and external regulations and action tragki

19



2.5.1 Risk Identification

Simmons (2000) acknowledges that the definitiothef business objectives is a crucial
initial step towards mitigation of risk becauseif organization does not know where to
go it is difficult to identify what risks may arisk fact, an unclear business objective is a
strategic risk in itself, and should be remediethit stage. By reviewing the strategy and
plans, and through interviews and a managemeniosessa targets and objectives, the

business objectives are assessed for clarity. &ueh noted by Kersnar (2009) the risk
identification process should try as much as ptssib remove ambiguity, discord,

disagreements and other vagueness as possible.

The line managers and risk specialist have beendfda mostly use past experience
analysis and process analysis as tools of idengfyiisks facing an organization.

However, sophisticated tools of identifying riskeagable like scenario analysis and
strengths, weaknesses, opportunities and thredI©{3 analysis are not frequently used
in case of companies where the risk identificatresponsibility is that of board of

directors/executive management team (Gupta, 20B&8ed on discussion across the
organization, a Risk Dictionary should be developedthat everyone agrees on the

meaning of each risk term.

Based on the area's objectives, each reportingtegat or entity needs to provide input
on the risks of not achieving the objectives. At fiage of designing the area's report, the
objectives and risks will be tied to performanceaswes (Simmons, 2000).
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2.5.2 Risk Analysisand Treatment of Risks

After an organization has identified its problertis next step in the risk management
practice is for the organization to analyze orgaman risk exposure. According to Lam
(2003), this step involves a brainstorming sessama will entail analysis of the
institutional strengths, weaknesses, opportundies threats in order to come out with
effective analysis for the strategic risks. In d&foré for an organization to evaluate the
effect of the risks on asset values and economrforpeance analysis of potential
benefits from different risk mitigation efforts ameed for risk transfer and financing

arrangements will have to be determined (Berin2000).

Both risks and characteristics should be identifiemn the widest possible range of
issues, including at least strategy, operationkui®) systems, competence and brand.
Although, impossible to fully achieve, the issué®dd be exhausted. In addition, to
effectively manage the various exposures that garozation might face, an organization
should put in place corporate accounting systemsldntify and measure the relevant
exposures as well as internal control processeptaddo check whether exposures are

kept within bounds and whether processes remdinen(Shimell, 2002).

According to DeLoach (2002), the next step is ttedeine risk priorities, both for the
company and for the business unit by using a rislppmg technique. This process is
done before considering the mitigation of risksulisg from internal controls or other
risk mitigation methods such as: insurance, riskidance or accepting risk are adopted.
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Decide what controls are in place that could miggae risks and what controls would

be needed if they were not already in place.

Based on the analysis of risks, the RM implemenmatieam can work with each
reporting department-level to link the organizasostrategy to that area's objectives and
residual risks to develop performance measuresetoeported to the risk department.
This will allow the organization to monitor progsen achieving the corporate
objectives and highlight areas where improvemeaesirio be made or problems need to

be addressed.

2.5.3 Risk Evaluation and Control

Gupta (2009) notes that formal strategy processmbke the risk management process by
including a strategic control element whereby coap® management is supposed to
monitor performance outcomes against intendedegfi@tgoal to ensure that corporate
activities remain on track and correspond to thecearse is that some digression from
the beaten track also can hold the key for gemgyatinovation ideas and adaptive

responses to changing environmental conditions.eCat organization notices some
diversions from the norm, then appropriate mechmarsbould be put in place to realign

the results with what the organization intendsdia@ve (Shimell, 2002).

Corporate decision on whether these exposures aeptable in view of prevailing
organization responses should be assessed and dyrédee strategy team and then ways
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of overcoming the same risks will have to develépsk assessments in project
management see a need to balance planning withtiiaeleggmlutions that arise as the
projects are implemented. Once these factors amtiftbd, the vulnerability to the
various risks can be analyzed and the potentiaha@oec effects determined (Berinato,

2006).

At this stage, the implementation team needs teewecompany strategy with each
business unit to determine how the unit's deliviesalbesult in the achievement of the
corporate objectives. Based on the targets, pedoce measures should be developed to
compare actual results to the targets. As perfocemaneasures affect behavior, they
should be easily understood by all employees, a&abie, limited in number, and result

in the correct behavior.

Having a risk management plan and implementingoisadlequate for ensuring that the
plan is followed or that the company is controllitg risks. A feedback loop ensuring
that the report results get back to the RM departmeper-level management, and the
Board is vital to organizational and strategic ®ssc The reporting structure should do or
include the following in a monthly monitoring syste On a regular basis, the RM
department should do an analysis of internal antereal events that could force revision
of the overall strategic plan. Each unit shouldleat® how these changes would affect

their targets and risks.

23



2.6 Conceptual Framework

The schematic diagrams below will not only guide study but will also show the
interrelationship among the key variables in thulgtas illustrated in Fig. 2.0. This study
adopts a conceptual framework of strategic impagato identify some underlying
forces supply chain risk management practices. dmtiqular, it investigates the
significance of customer service, customer tastelspeeferences, Psychographic factors

and Attitudes with their formation.

Figure 2.1: Conceptual Model

Independent variable Dependent variable

Identification of risk indicators

Risk Analysis and treatment

A 4

Supply chain performance

Risk evaluation and control

Effective communication

\ 4

Source: Researcher (2014)
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents the research methodologywhstused to carry out the survey,
what informed the selection of the research desiga, target population, sampling
method to be used, data collection instrument avd diata will be analyzed, interpreted

and presented.

3.2 Resear ch Design

A descriptive cross sectional research design \gad to establish the risk management
in organizational supply chain in the three to fis&ar hotels in Nairobi. A similar
research design was used by Chege (2012) sucdegs#fudescriptive research designe
was adopted because the study was concerned ahmiNaaiate question in which the
researchers asked questions about the size, fastnibdtion and existence of SCM
practices. This permitted the researcher to makgsstal inference on the broader
population and generalize the findings to real Bftuations and thereby increase the

external validity of the study.

3.3 Population of the Study
The target population was three to five star hatelMairobi, Kenya (Appendix Il). Given
the relatively small number of the respondents msgge survey was conducted. The

respondents were Supply Chain managers and opesatianagers or their equivalent.
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3.4 Data Collection

Primary data was collected by means of a questim(@ppendix 1). The questionnaire
was administered through the use of email, droppackl later method to the firms. The
guestionnaire had three parts; Part A covered émeodraphic and respondent’s profile,
Part B covered the extent to which supply chaik nenagement practices have been
employed and finally Part C examined the impactsofply chain risk management on
the performance of three to five star hotels inrblaii The questionnaire allowed greater
uniformity in the way questions were asked, ensurgreater compatibility in the

responses. (Field, 2005).

3.5 Data Analysis

Below is a summary of how the data collected wadyaed.

Table3.1: DataAnalysis

Objectivel General information | Questionnaire Data analysis

I Section A Descriptive statistics
[l Section B Descriptive statistics
1 Section C Regression analysis

The dependent variable in the study was supplyncparformance. The independent

variables for the study were the various supplyirchisk management practices; Risk
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Identification, Risk Analysis and treatment, riskakiation and control. The regression
equation assumed the following form:

Performance = f (XX2 X3 Xa);

More specifically, the regression will be of therfg

Y:BO+B]_X1+BX2+B3X3+B4X4

Where Y = Supply chain performance
Bo = Constant
X = Royalty to existing suppliers
X = Building strategic alliances
X3 = Multiple sourcing
X4 = Effective communication
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CHAPTER FOUR: DATA ANALYSIS, FINDINGSAND

DISCUSSIONS

4.1 Introduction

The research objective was to establish role ofplguphain risk management and
performance in three to five star hotels in Nairdbenya. This chapter presents the
analysis, findings and the discussion with regardthie objective. The analysis is
presented in mean and standard deviations whiléntags are presented in frequency

distributions and tables.

4.2 General Information

The demographic information considered in this gtudcluded the age of hotel,
existence of a well structured and documented sugphin risk management and also
determine whether the respondents consider theteexs of supply chain risk
management practices to improve the hotels perfocmaA total of 20 questionnaires
were issued out. The completed questionnaires veelieed for completeness and
consistency. Of the 20 questionnaires distributeéd, were returned. The returned
guestionnaires’ represented a response rate ofétPthis response rate was deemed to

be adequate in the realization of the researctcobgs.

The researcher sought to establish whether thd hatedocument a risk management
tool that is been followed when dealing with itpgliers. From the findings, majority of

the hotels had established risk management pra@2%) while only 3 of the hotels
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indicated that they did not have a document supplgin risk management tool. This
implies that a high proportion of the firms thatdhthe SCRM tool will be a valuable
source to the present research. This finding supplbat made recently to the effect that
the need for risk management has become evideldiwioly Snell's (2010) study
showing that 90 per cent of the respondent compde&red supply risks, whereas only
60 per cent felt confident or knowledgeable enotgitope with them. In addition,
Hendricks and Singhal (2005) found out that firnt&tt experience supply chain
disruptions experience on average 40 per cent gteitkns. Consequently, it can be
deduced that the hotels fear the consequencegplysdisruption and hence have put in
place supply chain risk management tools. In auditthe results shows that all the
respondents appreciate the position that managewfesupply chain risk has the
potential of improving the firms’ performance. Aflhe hotels held this position. For
example, the decision by an hotel chain to devalopw direct channel to the consumer,
bypassing existing distribution channel membergjld/@xpose the business to new risks
both from the reaction of the consumer and thdiagtay actions of the other channel

members, although possibly improving potential periance outcomes.

4.3 Supply Chain Risksin the Hotels

This section of the questionnaire sought to idgntife various types of risk that the
hotels face in their day-to-day operations. Theauiltesare presented in table 4.3. The
range was ‘very low extent (1) to ‘very great exte(5). The scores of very low

extent/low extent have been taken to present iablarwhich had a mean score of O to
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2.5 on the continuous Likert scale<(Moderate Extent <2.4). On the other hand scores

of 3.5 to 4.8 on the continuous Likert was takebéagyreat extent and very great extent.

Table4.1: Supply Chain Risk

Mean Std. Deviation

Environmental risk sources due to the limited 3.1538 .98710
knowledge about the future on such aspects asqab

, social and natural uncertainties

Process risks design and implementation of proseg  2.9231 1.03775
within and between the entities in the supply chibat

will impact on the hotels supply chain activities

Demand and supply risk sources that result fromth ~ 2.8462 1.06819
supplier unpredictability on inbound goods and

services

The need to balance the business interest of differ 2.8462 1.06819
stakeholders rather than seeking to minimize risk

altogether

Resource risks associated with unanticipated 2.6923 .85485
differences in resource requirements in foreign

markets.
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The findings shows that the major type of supplgichisk that the hotels face is the risk
that comes from uncertain business environmenttduencertain business environment
such as political, social and natural uncertain(ielean=3.1538). The demand and
supply risk that result from the supplier unpreallity on inbound goods and services
and also need to balance the business interedferemt stakeholders rather than seeking
to minimize risk altogether was found to have dfféee operations of the hotels

(Mean=2.8462). However, the least worry to the Isoteas found to be the resource risks
associated with unanticipated differences in resmuequirements in foreign markets
(Mean =2.6923). Thus whilst the organisation may v@ able to manage the source of
the risk exposure, the adoption of particular sggegs may enable the organisation to
modify or ameliorate the causes and the eventuahatnon performance. Environmental

risk sources comprise any external uncertaintiesngr from the supply chain such as
disruption caused by political (travel advisoriegtural (fire, earthquake) or social (e.g.
terrorist attacks) uncertainties. These types Hmen prevalent in Kenya in the recent

past and this could explain the high mean resaoithfthis type of risk.

The findings above reinforces the findings by Madones and Towill (1998) who

suggested that there are five overlapping categarf supply chain risk sources which
might affect an organization and these include renvnental risk sources, demand and
supply risk sources, process risk sources and @omgk sources. As the above findings
shows, the supply chain risks that affect hotely ekepending on the resource available
to the hotel, environmental conditions as well asndnd and supply risks. Hence by
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understanding the variety and interconnectednessimbly chain risks, hotel managers
can tailor balanced, effective risk-reduction sigas for their companies. As was
correctly pointed by Hauser (2003), in today’s easingly complex environment, risk
adjusted supply chain management can translatenmmoved financial performance and

competitive advantage.

4.4 Supply Chain Risk Management Practices

The respondents were requested to indicate thentextewhich they have adopted
different risk management practices in their hotels five point Likert scale, ranging

from 1(strongly disagree) to 5 (strongly agree) Hredresults are represented below.
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Table 4.2: Risk Management

Mean

Std. Deviation

Risk Identification

The hotel assesses the wadiing of the business's sup
chain resources to determine its vulnerabilitiesd
therefore develop plans to minimize their impact

3.5384

.66023

The risk management practice in the hotel supphin
helps identify areas of underutilized capacity, hagy
offering the option to capitalize on develop
opportunities

3.5384

(7623

The hotés response techniques include risk avoidance
reduction, risk sharing, and risk acceptance

3.5384

1.05003

Risk Analysisand Treatment

Line managers are the most prominent people redger
for the risk identification in the hotels supplyah
followed by the board of directors/executive mamaget
team

3.76972

.83205

The hotel has established a comprehensive supply ch
risk inventory of the risks that it expects the iagers to
manage

3.6923

.63043

Guidance on risk identification in the supply chain
offered by the organization both directly (internal
consulting services) or indirectly (documents, sastitoo
kits")

3.1534

.80064

)

|

Risk Evaluation and Control

The hotel management has put in place measures to
evaluate the success of risk management strategiles
supply chain.

3.6923

.85485

The hotel management monitors supply chain risk
performance outcomes against intended strategidgoa
ensure that corporate activities remain on traek an
correspond to the set course

3.5384

.66023

The hotel communicates the evaluation results gpenl
all the departments and employees concerned

3.5385

96742
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From the findings, the most popular risk managerpeattice undertaken by the hotels is
the risk evaluation and control process (mean=8p88llowed by both the risk
identification and risk analysis and treatment (n#3a5385). The risk identification steps
ranking was found to apply to all the respondentels equally while the practice of line
managers being the most prominent people respengiblthe risk identification in the
hotels supply chain followed by the board of dicestexecutive management team was
found to have higher mean (mean= 3.7692) and thet ploat most of the hotels had
established a comprehensive supply chain risk itovgrof the risks that it expects the
managers to manage (mean=3.7692). Every orgamzsitiould have in place appropriate
mechanism to identify the likely risk that mightesdt its operations. In the hotel industry,
risk in the supply chain centres around the disompof flows between organisations.
These flows relate to information, materials, praduand money. However, they are not
independent of each other but connected. A kewrffeatf supply chain risk is that, by
definition, it extends beyond the boundaries of #uegle firm and, moreover, the

boundary spanning flows can become a source oflggppin risks.

The findings whereby all of the respondents hotgbye found to understand the
importance of risk management practices contradhetsfound by Hussaini and Al-Ajmi
(2012) who found that only 40 percent of respotsiéiotels in Kuwaiti stated that the
importance of risk management is widely understdabcbughout their company,
suggesting that more needs to be done to embedragstulture of risk management in
the hotel industry in Kuwait. Further, the findingbow reinforce the need for an
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organization’s RM practices be an holistic one sttt the effect of the environment on
the performance of the firm is also a risk and neede evaluated. As KPMG (2001)
noted, ERM need to change from being a silo typeddfolio type whereby risk
management need to be a means of strategic busihasgyement and that links business

strategy to day-to-day risks.

Further, the findings is consistent to that posibgdDoherty (2000) who observed that
RM need to adopt an integrated approach wherelshauld be tailored to support

optimal investment, based on transaction cost andusive coordinated but

discriminating. The risk management practices shdotus to being strategic one and
risk involvement must be universal and thoroughhi& organization. There is need for
the management of a firm to appreciate that riskagament exercise revolves around
the importance of the entity to the stakeholdersn uncertain environment in which the
uncertainty can be both perceived as risk or oppdst since it can either enhance or
diminish vale. The firm’s value will be created,eperved or eroded by management

decisions ranging from strategy setting to day-dg-dperations of the enterprise.
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4.4.1 Risk Management in the Hotel Firms

Table4.3: The Risk Management in the Hotels

Mean Std. Deviation
The management of hotels inventory is given atbenti 3.7692 92681
considering the perishability of most of the produc
The hotel chain continuously evaluates supplier 3.7692 .83205
guality/auditing/certification programmes
This hotels’ primary supply chain has the abildy t 3.6154 76795
minimize channel safety stock throughout the suppbin
The hotel has multiple sources of supply and nangi 3.6154 96077
preference to single sourcing of products and sesvi
This hotels’ primary supply chain has the abildy t 3.6154 96077
minimize all types of waste throughout the supgigio
The hotel practices intentional risk sharing andwedge| 3.5385 77625
transfer with its suppliers
This hotels’ primary supply chain has the abildydeliver| 3.3846 1.04391
small lot sizes to final customers
Product differentiation of the hotels offering redped in| 3.3846 1.19293
cushioning the hotel during the periods of trawtlisories
and downturns in the industry
The hotel chain has developed strategic alliancts w 3.3077 1.31559
various players within and without the industryiriorease
its product offering and also clientele
This hotels’ primary supply chain has the abildydeliver| 3.1538 1.21423

products precisely on-time to final customers
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The researcher also sought to establish the extemthich the hotel chains manage
various supply chain risks and the results aregmtesl in table 4.5 below. Supply chain
risk exposure determines its vulnerability whiclkcecerned with the level of exposure
to serious disturbance arising from supply chasksiand affecting the supply chain’s

ability to effectively serve the end customer méarke

The findings show that majority of the hotels, away of managing their supply chain
risks, continuously evaluates supplier qualityotlgh auditing and certification of the
services being provided (Mean=3.7692) and withveelostandard deviation, there was
high level of concurrence among the respondentse. dther strategies that are being
employed by the hotels include having multiple sear of supply and not giving
preference to single sourcing of products and sesvimean=3.6154), management of
hotels inventory given that a significant propantiare perishable (mean=3.7692) as well
as developing strategic alliances with various @taywithin and without the industry to

increase its product offering and also clientelegm= 3.3077).

Because supply chain risk sources arise from ttegaaotions between organisations, they
are likely to affect several organisations througpling effects. Trying to identify the
rippling effects that a range of events might hasased along the other partners is an
important step in the risk management process hotal. The hotels were found to
manage the risks in the downstream supply chaimugir a process of close
collaboration, effective communication and the dud) of trust within the partnership
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relationships. The development of performance statgdwas not seen by the distributors

as the imposition of a risk management strategprtdect the principal but rather a

collaborative approach that resolved the risksiwithe chain to the mutual benefit of all

partners.

4.5 Relationship between Adoption of SCRM and Supply Chain Performance

through Inferential Statistics

The effect of supply chain risk management on #réopmance of the supply chain

parameter was determined for the 20 hotels survéytesllinear regression model was

used as described below.

Table 4.4: Effect of Supply Chain Risk Management on Supply Chain Performance

Model Unstandardizeg Standardized t Sig. | Collinearity
Coefficients Coefficients Statistics
B Std. Error Beta Tolerance | VIF

(Constant) 11.045 4.654 1.373 0.174

X1 2.457 1..498 0.007 0.067| 0.947 0.902 .893
Xz 0.925 0.283 0.071 0.690, 0.492 0.934 1.071
X3 3.012 1.654 0.086| 0.789 0.433 0.833) 0.972
X4 2.929 1.413 0.093 2.861 0.392 0.854 1.171

Sour ce: Resear ch data
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From Table 4.5 above, the established multiplealimegression equation becomes:

Y =11.045 + 2.457X +0.925% + 3.012X% + 2.929X%

The coefficient of the independent variables £XX4) is significant at 5% significance
level except the coefficient of JXbecause the test statistics (t-values) are |esstiie
critical P-value of 1.697 at the 5% significance level. Tloefticient of evaluating the
risk level of the hotel is the highest of the indegent variables and this means that a
unit increase in the risk evaluation will increabe performance of the supply chain by

2.929 units.

The variance inflation factor (V)Fquantifies the severity of multicollinearity in an
ordinary least squares regression analysis. Itipesvan index that measures how much
the variance of an estimated regression coeffiaembcreased because of collinearity.
The variance inflation factor of the model variabie small which means that there is a
small collinearity between the independent varistdad the SD of around 1.0 for the
independent variables indicates that the standaod ef the variables will decrease by a

unit if one of the variables is excluded.

45.1 F-Testfor the Full Model

To ascertain the extent of the difference in theptidn of SCRM practices and the hotels
supply chain performance, ANOVA Test was applielGVA is carried out for each
SCRM practices (independent variable) versus the&trmance (dependant variable)

at b os
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Table4.5: ANOVA

Model Sum of Df Mean F P- Value

squares Square
(SS) (MS)

Regression 1047.142 | 33 .0614 5.905 0.004

(ESS)

Residual |217.501 6 0.562

(RSS)

Total 1264.643 | 39 0.6234 5.905 0.004

(TSS)

It is observed from Table 4.11 that the calculdtedhlue (5.905) is more than the table
value (F value =2.61 at 5% significance level).abidition the p-valuec 0.05 and this

means that there is a significant effect of SCRMcpces on the hotels supply chain
performance. The one-way ANOVA results show thatdifferences observed are very
much significant § value=0.004 < 0.05). The implication of this résshows that the

supply chain risks affect the performance of a ‘Brreupply chain. This means that
managers of hotels should manage effectively suppbin risks and come up with

appropriate mechanism to minimize the same.
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CHAPTER FIVE: SUMMARY, CONCLUSIONSAND

RECOMMENDATIONS

5.1 Introduction
This chapter presents a summary of the key findiafjghe study as well as the

conclusions, limitations of the study, and recomdagions for further research.

5.2 Summary

The primary data in this analysis was collectednfrime targeted hotels which was the
research target population. Supply chain risk mamant is the identification and
evaluation of risks and consequent losses in tipplguchain, and implementation of
appropriate strategies through a coordinated appramong supply chain members with
the objective of reducing losses, for supply chaitcomes that in turn lead to close
matching of actual cost savings and profitabilityrmthose desired. The findings reveal
that supply chains operating in the hotels attetm@void risks within the constraints of
acceptable returns such as revenue and profittgargee first step in identifying risk
typically starts when an opportunity to reduce sa@stto increase revenues is recognized
by a firm in the supply chain. Consequently, operatl decisions related to inventory
policies and levels, transportation contracts, @adehouse capacity and locations have

to be linked with sourcing and marketing decisitmeptimize supply chain operations.

The hotels no longer concentrate on their inteoparations alone as the source of risk

but rather a more strategic approach where extespatating environment is also
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analyzed to enable the hotel develops appropnsitenmitigation measures. The SCRM
practices that were analyzed included: risk androbassessment; assessment of key risk
indicators, incident management, and evaluatiowalt found that the evaluation of risk
came out as the major supply chain practice thatt miothe hotels were using to manage
their supply chain risks. The study also shows thmgglementation of SCRM requires
various structural measures to align risk managénstrategic planning, information

system and organizational culture together in otdeealize the better outcome.

The findings also show that the implementation GRM practices by the hotels affects
various supply chain performance measures of tine &nd financial parameters. Some
of the factors that are affected include the acnudd the orders placed, full delivery on
requests and proposals, stock availability, stock bver and operational efficiency. It is
because of the holistic approach of the supplyrchak management process that their
effect cuts across the operations of the hotel. iheence of SCRM practices on the
performance of the hotels supply chain was foundutph, the regression equation, to be
positively correlated with the performance of threxfsupply chain. There was also little

collinearity between the independent variables founrthe study.

5.3 Conclusions

Supply chain risk management is increasingly rangiattention from practitioners. This
IS because as organizational environments becoareasingly turbulent and complex,
the management of risks has become a critical immdbr managers of business entity.
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In addition, traditional risk management approactesved from a single company
perspective are not ideally suited to accommodageréquirements in a supply chain
context. In the case of a supply chain, the kegftective SCM is the ability to forge

long-term, strategic relationships with supply chapartners for the purpose of
maximizing value to the ultimate customer. The ltsspresented support this general
proposition. More specifically, this study and treported results identify the supply
chain linkage variables of power, benefits, andk nieduction as important to the
performance of the supply chain. Risk reductiofoisnd to be the important variable in

service oriented supply chains.

Traditionally, firms have managed risk in silos kbt same approach is no longer
tenable in the present day competitive environmémiegrated risk philosophy has
replaced the silo system and requires an exterish@ing on risk management. Risk
communication will therefore come in handy to tadvantage of and build confidence
in risk management. The communications of orgaitma supply chain risks must be
efficient enough to ensure that the risk appestéuilt even at the lower management
level. Operational risks have been sole focus afeattention in many companies for
many years. However, there are other risks whicly b relatively more important.

Consequently, the approach to risk assessment aegr@dstic change in companies.
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5.4 Recommendations

The study has sought to improve understanding efrtfain constructs underpinning
supply chain risk and performance, especially tikage between these two. The
possibility of prescribing effective supply chaisk- management strategies or responses
and gaining an understanding of the risk necessitahe development of the conceptual
framework. This will require the development offramework, exploring the main
components of SCRM in more depth. This should m®viscope for guiding
organisations on the more appropriate strategiegjif@n risk drivers emanating from
different supply chain structures and contextsaddition, a potential exists to improve
the measurement of the risks and performance camesegs in most settings to provide

improved guidance to decision makers prior to @zarg their choices.

5.5 Limitation of the Study

The study is subject to some methodological linote. First, it is suggested that the size
and nature of the sample must be enhanced to ewatability and control for possible
extraneous variation. While the sample is restli¢teonly a single industry, it would be
recommended that data should be gathered from ottastries in Kenya. In addition,
since, the data in this research was collected tapnmmanagers of the organizations on
the basis of their subjective evaluations, objecperformance indicators should also be
employed in the analysis. Further, the study didamoount for certain behavioral factors
— related to employees’ and managers’ characiesjstittitudes, and experience levels —

44



as well as organizational factors — such as strecgize, and business nature — that play

a moderating role in the relationships highlightethis study.

5.6 Suggestionsfor Further Research

The study finds some research areas. The first ereaxploring whether the risk
management function as a separate distinct diseipiould lead to risk aversion or
reduction in risk capabilities. In addition, thesearch, evaluation and dissemination of
the risk management responses and practices beiptpyed in different sectors and in
response to differing situational risk scenario€onducting a replication study with
random sample selection can enhance the methodalaggor of the study and increase
the possibility of having a better and a suppoexigrnal validity. Also, another possible
source of data could be the customers whose ogn@ong with those of executives,
can give a better insight. Furthermore, taking icwasideration certain factors that may
have a moderating role in these relationships, sscthe country culture, could enrich

the research results.
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APPENDICES
APPENDIX |

QUESTIONNAIRE

The questionnaire seeks to collect information dRME practices on the financial
performance of commercial banks in Kenya.
PART A: GENERAL INFORMATION
1) Name of the hotel (optional)..........cccveeiiiiiii e
2) When was the Hotel established?
Less than two years [ ] 6-1arge [ ]
2-5 years [ ] Over 10 year [ ]
3) Does your hotel have a structured and well docuetesupply chain risk
management approach?
Yes () No ()
4) Does your supply chain risk management practicggave your organization’s
financial performance?
Yes () No ()
PART B: SUPPLY CHAIN RISKSINHERENT INHOTELS
5) Below are some of the risks faced by various Batetheir supply chain. Please
indicate the extent to which your hotel faces tamad risks.
Key:
5) Very greatextent ( ) 4) Greatextent () 3) Moderate extent ()

1) Low extent () 1) Verylow extent ()
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1 | Environmental risk sources due to the limitediealge
about the future on such aspects as political iasaad

natural uncertainties

2 | Demand and supply risk sources that result from| t

supplier unpredictability on inbound goods and ey

3 | Process risks design and implementation of peases
within and between the entities in the supply chibat

will impact on the hotels supply chain activities

4 | Resource risks associated with unanticipateemdiffces
in resource

requirements in foreign markets.

5 | The need to balance the business interest @rdiit
stakeholders rather than seeking to minimize risk

altogether

6) Please tick appropriately the extent to which ybotel has been practicing the
following supply chain risk management practicese(the scale below to tick the

most appropriate response).
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5) Strongly agree; 4) Agree; 3) Moderate extent; 2) Disagree; 1) strongly disagree

Risk management Practices 5(4(3]|2

Risk Identification

The hotel assesses the well-being of the businggsfdy chain
resources to determine its vulnerabilities andetfuge develop plans

to minimize their impact

The risk management practice in the hotel suppiyrchelps identify
areas of underutilized capacity, perhaps offeriregdption to

capitalize on developing opportunities

The hotels response techniques include risk avoglarsk reduction

risk sharing, and risk acceptance

Risk Analysisand Treatment of risks

Line managers are the most prominent people redmgerfor the risk
identification in the hotels supply chain followbky the board of

directors/executive management team

The hotel has established a comprehensive supply cisk

inventory of the risks that it expects the managermsanage

Guidance on risk identification in the supply chaimffered by the
organization both directly (internal consulting\sees) or indirectly

(documents, such as "tool kits")
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Risk Evaluation and control

The hotel management has put in place measureslioate the

success of risk management strategies in the sappgiy.

The hotel management monitors supply chain riskopsance
outcomes against intended strategic goal to erieateorporate

activities remain on track and correspond to thheserse

The hotel communicates the evaluation results gperdll the

departments and employees concerned

PART C: SUPPLY CHAIN RISK MANAGEMENT AND PERFORMANCE

7) Please indicate the extent to which following sypgiain risk management practices
are being employed by your hotel chain and théaoefon the supply chain performance;
Key; 5) Strongly Agree; 4) Agree; 3) Moderateextent; 2) Disagree 1) Strongly

Disagree

Approach 5 |4/3]2]|1

This hotels’ primary supply chain has the abildyninimize

channel safety stock throughout the supply chain

The hotel chain continuously evaluates supplier

quality/auditing/certification programmes

The hotel has multiple sources of supply and nangipreference
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to single sourcing of products and services

This hotels’ primary supply chain has the abildyminimize all

types of waste throughout the supply chain

The hotel practices intentional risk sharing andwdedge transfer

with its suppliers

The management of hotels inventory is given atbentonsidering

the perishability of most of the products

This hotels’ primary supply chain has the abildydeliver small lot

sizes to final customers

Product differentiation of the hotels offering Hedped in
cushioning the hotel during the periods of travtelisories and

downturns in the industry

The hotel chain has developed strategic alliana#swarious
players within and without the industry to increéseproduct

offering and also clientele

This hotels’ primary supply chain has the abildydeliver products

precisely on-time to final customers

8) Please indicate the scale that appropriately stmmsyou rate the performance of
your supply chain for the past five years with reigao the parameters listed.
Use the scale of 1= To a very large extend 2= Laxgend 3= moderate extend

4= small extend 5= very small extend
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No

SUPPLY CHAIN Units of YEAR
PERFORMANCE measure
PARAMETERS
2013 2012 | 2011 | 2010
1 Profit maximization KES
2 Revenue maximization KES
3 | Cost minimization KES
4 Market share maximization %
5 | Customer satisfaction
6 | Accuracy of orders delivered
7 Full delivery on requests and
proposals
8 | Supplier response time
9 | Quality of orders
10 | Stock availability
11 | Stock turn over
12 | Order cycle time
13 | Operational efficiency
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APPENDIX [1

THELIST OF THREETO FIVE STARHOTELSIN NAIROBI
1. Eka Hotel \

2. Fairmont The Norfolk
3. Hotel La Mada

4. Intercontinental hotel
5. Laico regency

6. Boma Hotel

7. Nairobi Serena Five star
8. Panari Hotel

9. Sarova Stanley

10. Tribe Hotel

11.Vilarosa Kempinski }
12. Hilton Hotel
13.Windsor Golf Club
14.Southern Inn Mayfair ~
15.Best Western Premier

16.Crowne Plaza Nairobi Four star

17.Sarova Panafric Hotel g
18.Oryx Hotel
19. Sentrim 680 Hotel Three star

20.Hennessis Hotel Sour ce: Kenya Hotels Trip Advisor (201

56



