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ABSTRACT

Nowadays business environment is characterizedabtelf technological development,
shorter product life cycle and more intense glot@hpetition. This new competitive
landscape force organizations to actively acquiesv rways to achieve competitive
advantage since a firm’s competitive advantageosw more dependent on operating
efficiency and productivity across functional areakthe organization. The most
successful manufacturers seem to be those that tanefully linked their internal
processes to external suppliers and customers iquerrsupply chains. Manufacturing
accounts for 13% of gross domestic product (GDRyefya’s industrial sector. The aim
of this study was to investigate impact of supphyegration on the supply chain
performance in the manufacturing firms in KenyaheTarget population of this study
was 549 manufacturing firms registered with Kenyasdciation of Manufacturers
(KAM) and operating in Nairobi. This study employddscriptive research design. The
study relied mostly on primary data sources. Thelysigenerated both qualitative and
guantitative data where quantitative data was caohedentered into Statistical Packages
for Social Scientists (SPSS Version 17.0) and aealyusing descriptive statistics. Forty
nine (49) out of the 60 respondents targeted caexbléhe questionnaires making a
response rate of 82%. The study concluded thanizgtions encourage information
sharing such as marketing information, productieriormation and technological
information. Reducing total cycle time, acquisiti@ new ideas for products and
reducing total logistics costs influence supplyioh@erformance. Purchasing department
plays a key role in fostering relationships and eamication to improve quality
performance for both the supplying and the buyimgh.f The study found that the
organizations have realized significant supply shaoordination through supply chain
integration. Through supply chain integration oigations have been able to attain of
strategic goals, reduce risks and improve inteamal external coordination of operation
process.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Today’'s business environment is characterized biefaechnological development,
shorter product life cycle and more intense glatmahpetition. This new competitive

landscape force organizations to actively acque® mvays to achieve competitive
advantage since a firm’s competitive advantageois more dependent on operating
efficiency and productivity across functional areafsthe organization (Lowson,

2006). Global competitors operating in the globalrket almost always tend to have
world class performance. Having the right producilable in the right place, at the
right time, enable the company to compete in toiatle market place. However the
resources competencies required are often difficulnobilize and retain by single
company. Therefore, it is imperative for companiescooperative and leverage
complementary core resource competencies throughepghip-based coordination

(Resse, 2005).

Competition in the manufacturing environment haiftesth from individual firms to
their respective supply chains, therefore onlyre fivith agile and versatile supply
chain can sustain the effective competitive edgadSJones & James, 2003). With
product demands being more customer-driven, shminkproduct lifecycles and
alternative products springing up by the hour, e¢hierthus a need for an effective
management of the supply chain rather than jusintieenal factors (Hurst & Jennifer,
2002). For an effective and credible managemerthefcustomer and consumer, a

joint effort of the suppliers, manufacturers anstrbutors is required.



As supply chain focuses on the processes managemvéghin and beyond

organizational boundaries, a measure of its pediona is necessary for its effective
operation and control. The ultimate success of immll depend on management’s
ability to integrate the company’s intricate netwof business relationships, allowing
improved decision making and consequently, reduciogt and customer response
time. SCM is not only this but much more and beyo8@M concerns neither to
minimize nor to maximize but rather to optimize téigration, coordination,

variability, uncertainty management and controlpogasses for the enterprise. An
efficient and responsive SCM aims to move fromnapde SC to a well structured and

extended (integrated supply chain).

1.1.1 Supply Chain Integration

A growing body of literature on operations managemmbas suggested that a
company will perform well if it has a high degrekesoipply chain integration (SCI);
SCI is defined as organizational processes to iategsuppliers, customers and
internal functional units in order to optimize ttwtal performance of all partners in
the supply chain (Frohlich and Westbrook, 2001).e Tintegration among
organizations within a supply chain occurs in vasiadlegrees and does not necessarily
correspond to ownership of the whole chain. Onetlod early contributions
acknowledging the phenomenon is Harrigan’s (2004gys in which she argues, “the
old concept of vertical integration as being 10@cpret owned operations that are
physically interconnected to supply 100 percera éifm’s need is outmoded”. These
days, many organizations decide on a lower leveinti#gration, or as referred by

Harrigan (2004) as tapered integration. With thrategy, an organization does not



own 100 percent of the adjacent business unitsarstpply chain, but relies on other

organizations to provide some portion of its inaatl output.

Swink (2007) argue that the integration proceshides activities that require, share,
as well as consolidate, strategic knowledge anadrimdtion with parties outside the
immediate organization. Rosenzweig, Roth and D&f&®3) further define supply

chain integration as the linkages among variouplyughain elements. Supply chain
integration includes the internal linkages among ttepartments, functions, or
business units within the firm that source, make @eliver products and the external
linkages with entities outside the enterprise,udaig the network of direct suppliers
and their suppliers and direct customers and thestomers (Jespersen & Larsen,
2005). Supply chain integration is established withenself-seeking dominant partner
is convinced of the need for integration and takess initiatives to mobilize all

partners.

In order to gain a better perspective of supplyirciaegration, Fawcett and Magnan
(2002) identify four types of integration; interrabss-functional process integration;
backward integration with key first-tier supplierst a natural extension of this
integration would involve second-tier suppliersward integration with key first-tier

customers, or with the customers’ customers andpbzim forward and backward
integration, or expressed as integration from “sepg supplier to the customers’
customer”. Three dimensions constitute supply cliaiegration and determine the
level of supply chain integration (Lee, 2000). Téedimensions are information
sharing, coordination and resource sharing, andrizgtional relationship linkage.
Based on Lee’s study, Simatupang et al. (2002)neixthis framework by offering

different modes of coordination required to integrthe supply chain processes of
3



different partners. The coordination modes areskicg synchronization, information
sharing, incentive alignment, and collective leagniHigher level of collaboration
with respect to these four coordination modes it#is a higher degree of supply

chain integration.

Backward integration by a manufacturing firm woultiyger processes that ensure
that the suppliers of the various raw materialslement strategies that positively
impact the performance of the manufacturing. Tlyatrguality will be delivered in

the right quantities at the right time to minimizeastage, inventory costs and

obsolescence.

Forward integration within the manufacturing seceeks to gain proactive feedback
of anticipated order quantities, customer prefezerand emerging new demands in
order to trigger reactive strategies. Joint Busirelanning is a recent strategy that is
widely employed to bring to the same discussionrdra@m, Lead Teams from

different firms in the supply chain to discuss betdg future product plans, anticipated

challenges and growth strategies alignment.

1.1.2 Supply Chain Performance

Supply chain performance in the manufacturing seitaneasured broadly by the
extent to which the organization fulfills the cusiers and consumer demands. The
main key performance indicators (KPIs) used inelbdt not limited to; Production
output per shift, cost per unit of output, percgptaesource utilization measured in
hours, percentage order units fulfilled, percentagiers fulfilled on time, inventory

holding in days cover and value, obsolescence statk etc. All the above KPIs



require a well balanced supply chain strategy ideorto optimize the overall

organizations performance.

Recent years have seen growth in the importancentefgration of suppliers,
manufacturers and customers (Leenders & Johnsdi8)2&ffective integration of
suppliers into supply chains serves as a key faftibrsome companies to gain
competitive advantage (Bowersox & Closs, 2006). érimased management and the
relationship between speed of operations and effay has been one of the key issues
in supply chain management. Stalk (2002) descrido@spanies as systems and says
that competitive advantage can be achieved by gathe debilitating loop
strangling traditional manufacturing planning. Thisyeans that traditional
manufacturing requires long lead-times to resolesflicts between various jobs or
activities that require the same resources. The-tie@es require sales forecasts to
guide planning. Suppliers should be chosen for gpeed and flexibility, not for their
low cost (Fisher, 2007). The first step in designia responsive supply chain
performance is to accept that uncertainty is inher®m innovative products.
Uncertainty can be avoided by cutting lead-timed mcreasing the supply chain’s
flexibility so that it can produce to order or abst assemble the product at a time
closer to when demand materializes and can be aetyrforecast. Supply chain
flexibility can be greatly enhanced by aligning étional processes of as many

business partners as possible.

Holmstrom (2009) has empirically studied the e#figy potential of speed in
operations. His main results are empirical indaradi of a strong positive correlation
between speed and efficiency in manufacturing amat & focus on speed of

operations helps expose and remove self-inducectces®wf uncertainty. He claims
5



that the main contributor to uncertainty in slowergtions is distorted communication
in the activity system. Based on his findings dkpeed threshold” he suggests that
inventory commitment needs to be reduced to a pehgre demand distortion is
diminished and a synchronization of production widdfmand is possible in order to
improve performance by speeding up operations. iFhgortant of time as a
competitive weapon and the ability to meet custoamel market demand with shorter
delivery times is important and has been recognirethis circumstance. Several
companies are stressing flexibility and agilityoirder to response to the unique needs
of customer and markets. Getting the right prodatthe right price and at the right
time to the consumer is not only crucial to contpetisuccess but also the key to

survival.

The concept of supply chain partnership extends#spective of operations from a
single business unit to the whole supply chain whelationships are formed between
two independent members in supply channels thraugieased levels of information
sharing to achieve goals and benefits in terms eofuctions in total costs and
inventories. Recent SCM and relationship marketirgearch has attempted to
increase understanding of the conditions for win-partnerships, customer-supplier
relationships in which close long-term co-operat®imultaneously increases the
value produced by the demand chain and decreasesvérall cost of the chain
(Frohlich & Westbrook, 2005). Internal integrati@md external integration with
suppliers and customers should be prerequisiteutsup sustainable performance
growth. It is important to achieve a high levelefficiency, a high level of customer
service and the ability to respond effectively tohanging environment. Performance
measurement selection is a critical step in thégdeand evaluation of any supply

6



chain integration. It has been identified that mleeessary components are namely the
cost, customer responsiveness, resource, outpuleadbility. A manufacturing firm
will therefore endeavor to evaluate the performanfaés feedstock suppliers in order

to determine the extent of compatibility for therect integration decisions.

1.1.3 Supply Chain Performance and Supply Chain Irggration

Recent years have seen growth in the importanceintdgration suppliers,
manufacturers and customers (Leenders and Joh286A). Effective integration of
suppliers into supply chains serves as a key faftibrsome companies to gain
competitive advantage (Bowersox and Closs, 2006)this globalized era, most
industries will not be able to survive by simplytiopizing internal structures and
infrastructures based upon business strategy. s snccessful manufacturers seem
to be those that have carefully linked their inggqprocesses to external suppliers and
customers in unigue supply chains. The trends easelen as below, where today’s
dynamic era, e-business and supply chain are mtedjand play a vital role towards

an organization’s competitive advantage and sustenéGhoshal and Bartlett, 1997).

Manufacturing organizations orientation towardstooer satisfaction has brought
the realization of potential benefits and impor&n€ strategic and cooperative buyer-
supplier relationships. Organizations have to imgostrategic suppliers in resource
management decisions (Morgan and Monczka, 2008jedd of relying on tools such
as acceptance sampling to establish the qualityooiming materials and component
parts, manufacturers purchase from a more limitathber of qualified or certified

suppliers to ensure effective supply chain perfaroeaInman and Hubler, 2003).



Premkumar (2008) pointed that a higher level ofolimfation sharing improves
performance of supply chain. Increasing commurocatbetween company and
suppliers encourages information sharing includimayket information—between the
two parties, thus improving performance of the s$ypghain. A higher level of
organic linkage between company and customers ghram established information
network improves company-customer relationship stimproving performance of
supply chain. The supplier involvement in supplaichcan exert effort to improve
the quality of material it supplies to the manufimet. The manufacturer then makes
the product and sells it through its retailer exntaly. Cachon and Harker (2002) and
Gilbert et al. (2006) show that competing firms miagnefit from outsourcing
production to a common supplier as this dampengptive competition. Most of the
companies extensively integrate their organizatwith upstream suppliers and
downstream customers by pursuing a strategy wittoad arc of integration (Poirer,
2009). The higher the level of integration with gligrs and customers in the supply
chain the easier the practice of organization doattn. Poirer (2009) noted that
companies with the greatest arcs of supplier astbawer integration have the largest

rates of performance improvement.

1.1.4 Manufacturing Sector in Kenya

The manufacturing industry is a major player in tienyan economy (Kenya
Association of Manufacturers, 2013). They includemmercial food and allied,
building, engineering and electrical, footwear gmersonal use, leather, medical
equipment, metal welding, mining, paper and papeardh plastics and rubbers,
textiles and timber sector. Considering the cousiteym in industrialization by the

year 2030, the manufacturing firms are expecteplag an important role. Although
8



Kenya’'s manufacturing firms are small, they are aghthe most sophisticated in East
Africa. The manufacturing sector has been growingesthe late 1990s and into the
new century. The manufacturing companies in Kensa relatively diverse. The
growth rate of the manufacturing industry is priityadriven by growth rates and
market trends within various end markets. Growtegaary from a low of 3.2% for
beverages to a high of approximately 5% for headtte products (KAM, 2007). The
future growth of the Manufacturing sector will dedeon what extent industry
specific policies are adopted to rationalize arsfrueturing the whole manufacturing

sector (Odhiambo, 2001).

Manufacturing accounts for 13% of gross domestiodpct (GDP) of Kenya's
industrial sector (KAM, 2007). The Government ofriga recognizes the important
contribution of the sector to the country's indiaditzation process. This sector creates
the breeding ground for the small industries. Thepleyment trend of the small
enterprise is noticeable. In 2003 total employimerhe sector was estimated at 7.3
million persons. The growth in employment was almatirely attributable to the
increase in employment in the manufacturing SMEBIB&, 2004). According to
KNBS (2007), the improved performance in the vasigectors of the economy was
affected in the creation of new jobs in both thedera and informal sectors. Overall,
the economy generated 469,000 new jobs in 2006-#68iicial year, which was an
increase of 5.7 % from the previous year. KAM (20@6tes that one of the major
challenges that SMEs face in the course of doingjness in Kenya is inadequate
business information. Others include: lack of andihadequate managerial training
and education and skills, lack of access to cisatit for start up and expansion of the
business, unfavorable national policy and regujaéowironment.

9



Kenya Association of Manufacturers (KAM) notes ti@% of the manufacturing
industries are situated in Nairobi. These includdustries manufacturing steel
products, plastic goods, soaps, flour, vegetable aasinned fruit and fruit juice,
horticulture, and dairy and poultry farming. The jonaconcern is how materials
functions are organized and actually who is resiptmover these functions in the
manufacturing firms. According to the Kenya Asstio of Manufacturers (2013)
There were 549 companies in total registered wikiMKout of which about 300
companies operating in Nairobi cutting across 1 rkanufacturing sectors involved
in manufacturing of food, beverages and tobacodiléeand apparels; timber, wood
products and furniture; pharmaceutical and medigaipments; metal and allied and

plastics and rubber.

In the study carried in Nairobi on the charactasstof manufacturing firms,
Nyambura, (2002) observed that the emergence ddl leatrepreneurs in food
processing has been hampered by attitude and faakcessibility to key factors of
production. Locally produced goods by small eniegs were perceived as inferior
hence low demand, which contributed to their penmmce. According to a World
Bank (2005) report on the current situation of i@nufacturing firm competitiveness
project, pointed that there has been decline inetifieiency of capital and factor
productivity in the sector. Some of the constramaged for example by Kirui (2005)
include unfavorable regulations, poor infrastruetuinadequate access to finance,

access to markets, technology and poor coordinafisapply chain.

1.2 Research Problem

Coordination of supply chain operations amongst games is become strategically

important as new forms of organization are takiter@ such as virtual enterprises,
10



global manufacturing and networks manufacturing atitferent company-to-
company alliances (D’Amours, 1999). The most susfagsnanufacturers seem to be
those that have carefully linked their internal qgesses to external suppliers and
customers in unigue supply chains. The trends easeen where today’s dynamic
era, e-business and supply chain are integratedpénd a vital role towards an
organization’s competitive advantage and sustdlityabianufacturing organizations
orientation towards customer satisfaction has Hmtbube realization of potential
benefits and importance of strategic and coopegaktivyer-supplier relationships.
Organizations began to involve strategic supplienesource management decisions

(Morgan & Monczka, 2006).

In all these organizations, the supply chain measent is directly and or indirectly
measured by key performance indicators within thanagerial positions of
procurement department, cost accounting departmentity department, production
, warehouse and distribution and customer serviod Bgistics departments.
However, there are various challenges facing tisepply chain functions triggered
by frequent supply operation disruptions causedsbyes facing the suppliers of the
various materials. For example power outage aittebsupplier with cause a supply
delay in the bottles for as long as the particsligpplier takes to rectify their issue.
According to Narasimhan and Kim (2002) increasedersal integration with
suppliers improves performance of supply chainerms of productivity growth,
guality, delivery and flexibility. Overall improveent in internal integration across
the supply chain directly improves performance gy chain (Premkumar, 2002).
Marvick and White (1998) manufacturers with the aatest arcs of supply chain
integration should have the highest levels of perBmce improvements.

11



In Kenya, Keiro (2011) carried out a study on fastaffecting the effectiveness of
supply chain management practices in the manufagtundustry. The study found

that top management commitment and supplier dexeop enhanced supply chain
management. The study however did not cover trexetff performance of the other
partners in the supply chain. Kyengo (2012) diduevesy on effect of supply chain

strategy on organization competitive advantage. Bhedy found that on-time

delivery and effective coordination of the supplyaim enhanced customer loyalty
which in return enhanced organization competitidgamtage. Kamah (2012) did a
study on outsourcing and supply chain performancers Mobile Telephone Service
Providers in Kenya. Kamah found that suppliers’adality and customer demand
analysis were the factors enhancing outsourcingtioes among the mobile telephone
services provider. Despite the importance of sumpigin integration no study has
been carried out to investigate impact of supptgdmation on the supply chain
performance in the manufacturing firms in KenyaisThtudy therefore sought to
bridge this knowledge gap by answering the follayvmesearch questions, what are
the supply chain integration approaches adoptedhley manufacturing firms in

Kenya? What are the impacts of the supply integmatapproaches on supply

performance in the manufacturing firms in Kenya?

12



1.3 Objectives of the Study

The study was guided by the following objectives:

i. To determine supply chain integration approacheopted by the

manufacturing firms in Kenya.

ii. To determine the impact of the supply integratiggpraaches on supply

performance in the manufacturing firms in Kenya.

1.4 Value of the Study

The government can use the study information toeldgv support programs and
strategies that can enhance supply operation willérgovernment enterprises. Such
finding is crucial in the evolution of approprigielicies for promoting manufacturing
sectors by development and increasing the coumgssurces as well as ensuring
development millennium goals such as vision 203%e Government may use the
finding as a policy framework within which this $eccan be enhanced to create

more employment opportunities and enhance orgaoizatirvival.

The findings of this study will be most useful teetmanufacturing industries as they
will be in a better position to understand the apphes that they can be apply in
order to enhance their competitiveness and be csanewith best ways in regards to
supply chain operation, competitiveness and psofitainability. It is hoped that the
study findings will help unsuccessful manufacturindustries to take off and also

new companies to succeed while existing ones ex@m lgigger.

The findings of this study are expected to be ofagrimportance to various

researchers and scholars. The documented reptirisa$tudy will be easily acquired

13



in the library and it will equip the learners withore knowledge and applicable
approaches in eliminating supply chain operatiafficiency. The study will further
make a myriad contribution to the literature candmeployed to eliminate supply
chain operation inefficiency which will be part afticles that will be useful to
researchers who want to further in this study amdther wider stakeholders in

academic circles.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter looks at the past studies on the impasupply integration on supply
chain performance. The chapter also presentstlierand previous studies that have
been conducted on supply integration approachestlasid link to supply chain

management and organization competitiveness.

2.2 Supply Chain Integration

Supply chain integration is recognized as a styatéy improving business
performance in highly competitive environments. Iecognition of this,
manufacturing firms have been pursuing a varietysopply chain management
practices (Morash & Clinton, 2008). Supply chaitegration has been conceptualized
in various levels: functional, internal and extédyn@ncompassing customer,
manufacturing, distribution, and purchasing issuisunders (1997) suggested that
there are two interrelated forms of integrationt thnanufacturers regularly employ.
The first type of integration involves coordinatirepd integrating the forward
physical flow of deliveries between suppliers, nfasturers, and customers. The
second integration method is backward integratatkward integration enables the
manufacturer to make a better prediction of theuinmrice and, therefore, a more

profitable investment decision.

Supply chain integration, links a firm with its ¢osher, supplier and other channel
members by integrating their relationships, ad#sit functions, process, and

locations. From supply chain management literatintegration is closely associated
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with performing activities in several areas andhwgertain intensity in each of those
areas. Integrative activities can be developedfferdnt areas such as flow of goods,
planning and control, organization, and flow ofomhation (Donk & Van Der Vanet,
2005). Bowersox (2006) propound that the processupply chain should progress
from the integration with supplier and customere Bxternal and internal integration
can be accomplished by continuous standardizati@ach internal logistic function

and by efficient information sharing and stratdgikage with supplier and customer.

Coordination of supply chain operations amongst games is become strategically
important as new forms of organization are takiter@ such as virtual enterprises,
global manufacturing and networks manufacturing atitferent company-to-
company alliances (D’Amours, 1999). The importanire as a competitive weapon
and the ability to meet customer and market denvaitid shorter delivery times is
important and has been recognized in this circumesta Several companies are
stressing flexibility and agility in order to respe to the unique needs of customer
and markets. Getting the right product, at thetrjgice and at the right time to the
consumer is not only crucial to competitive sucdmssalso the key to survival. These
are crucial elements for consideration when attémgpto establish a new supply
chain strategy. Having the right product availaimethe right place at the right time,

enables the business to compete in this volatikengplace (Anatan, 2006).

2.3 Supply Chain Performance

Supply chain management, analysis, and improverassntbecoming increasingly
important. Neely et al. (2005) present a few of ttegegories in the literature,
including: quality, time, flexibility, and cost. T$ categorization is a useful tool in

systems analysis. For example, a model may be ao@e@l to improve one
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characteristic of a system, for example, time. Thedel may then compare
manufacturing lead time or due-date performance dmanging the system's
configuration. Beamon (2006) identified and evaddawarious individual supply

chain performance measures. The author concluagddsignificant weaknesses were
present in each of the performance measures eedlubsed on such criteria as
inclusiveness, universality, measurability and @stescy. Although the supply chain
may be operating under minimum cost, it may sinmdtusly demonstrate poor
customer response time performance, or lack fletyiio meet random fluctuations

in demand.

Maskell (2001) suggested that the type of perfomeameasures required for a
manufacturing organizations are directly relateth® manufacturing strategy chosen
by the company. The two reasons cited for estahlistand maintaining this
relationship are: the company may determine if pggformance is meeting its
strategic goals and people in the organization eghicentrate on what is measured;
thus the performance measure will steer compargctiim. Individual performance
measures used in supply chain analysis have beewnsho be non-inclusive
(Lamming, 2006). Consequently, important supplyircheharacteristics and their
associated interactions have been ignored. Meagthause of resources, especially

cost, has also been identified as an importantgfdhte supply chain.

Many strategic goals of organizations recognize ooty the importance of
minimizing resources, but also the overall imporw@mf the output of the system.
Current supply chain performance measurement sgstéeainadequate because they
rely heavily on the use of cost as a primary (it sole) measure, they are not

inclusive, they are often inconsistent with thetggic goals of the organization, and
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do not consider the effects of uncertainty (Cam@09. That is, although use of
multiple supply chain performance measures may dranwonplace in real-world
settings, it is not commonplace in supply chain eliog. A performance
measurement system for supply chain analysis naudeleloped that addresses these

issues.

Resources are generally measured in terms of thenmm requirements (quantity) or
a composite efficiency measure. Efficiency measthesutilization of the resources
in the systems that are used to meet the systdi@stives. Resource measurement is
an important part of the measurement system. Twadsources can negatively affect
the output and the flexibility of the system, whilee deployment of too many
resources artificially increases the system's requents. One general goal of supply
chain analysis is resource minimization. Althougmiaimum level of output is often
specified, the effect of reducing resources onflability of the supply chain is not
often considered (Beamon, 2006). A supply chaiy beareconfigured with reduced
resources while present demands are met, but siechiterm analyses do not account
for the dynamic nature of demand. In this way, veses are directly related to the

system's output and flexibility performance.

2.4 Supply Chain Integration Approaches

2.4.1 Information Sharing

One of the key organizational processes within iS@iformation sharing. This refers
to the sharing of technological, marketing, productand inventory information
across suppliers and customers (Stock and Lani@01,). Most of the authors have

advocated Information exchange as an importancé ioosuccessful supplier

18



development processes (Dunn & Young, 2004). Bu(&f00) defined information
exchange as the relaying of business-related irdtbom in a way that enables the
recipient to take action. Mentzer (2004) highlightthe importance of information
sharing in the supply chain in securing competitidvantage in a variety of ways,
including improved understanding of market trendsd acustomer needs, the
acquisition of new ideas for products, and iderdtfan of ways of improving

production methods and reducing total cycle time.

SCI has long been thought of as the managementfioin& inputs raw materials,

services and sub-assemblies, into the organizéilobler & Burt 2003). These goods
and services have to be purchased from approvedesoaf supply and would have to
conform to required quality levels and delivery edthles. Moberg (2000) noted the
premise behind SCM (supply chain management) isttieasharing of information

and coordination of strategies among firms in goguphain can reduce total logistics
costs and enhance value delivered to the custddaio (2004) posited that higher
levels of information exchange between organizationa supply chain lead to lower

inventories and higher levels of customer satigiact

Supply chain business process integration involgebBaborative work between
buyers and suppliers, joint product developmentnmmmon systems and shared
information. According to Cooper (2004) operating mntegrated supply chain
requires continuous information flows, which inrtassist to achieve the best product
flows. However, in many companies, management bashed the conclusion that
optimizing the product flows cannot be accomplistéthout implementing a process
approach to the business. The key supply chainepees stated by Cooper (2004)

are: Customer relationship management, Customeficeemanagement, Demand
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management, Order fulfilment, service flow managetmeSupplier relationship

management, Product development and commercializand Returns management.

2.4.2 Supplier Participation

SCI activities simply begin with the supplier's mise to fulfil buyer's requests.
However, those promises and expectations are dbnemgue and uncertain in
nature, especially for technology-intensive promeat projects (Neef, 2001).
Promises, expectation, and discussion mostly irvdtmowledge interaction and
communication (Alshawi, 2001). The current interesSRM (supplier relationship
management) among academics and business pradticases more on basic
transactional issues, particularly the sourcing @ading including supplier selection,

quality/cost demands, and supplier capabilitiedimteon (Alshawi, 2001).

Resource allocation clearly testifies to peopletighout the organization, that the
goal is important and that the senior manager B about it (Lindsey, 1989).
Lindsay noted that resource allocation to spedfrategies communicates to others
within the firm where priorities have been posigdnand conveys authority, power
and status. In line with Easton (2000) findingspwéd that where supply chain
leadership dedicated greater resources to spenel tinog at suppliers’ locations as a
result of greater supplier development results.sdlel(2004) determined two key
elements: lean supplier development requires aanizgtion to invest in talent and
resources with knowledge in activities to improveugpplier's performance and (the
activity requires a long-term commitment by thedeaship of the organization.

Purchasing plays a key role in spanning functiogsfdstering relationships and
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communication to improve quality performance fothbothe supplying and the buying

firm (Paulraj & Chen, 2005).

Chatterjee and Mazumder (2010) observed that bss@sethat want to make a
transition to a greener supply chain should revaivtheir business processes to
identify areas where adopting a greener outlookamnally improve their business.
SCI can be prepared after a careful analysis oplgumarkets while taking into
considerations, a long term view of developmentsthe market to enable an
organization adapt to any change that may impacitoservice delivery from by

analyzing potential and transparent suppliers.

2.4.3 Organization Coordination

Today’'s customers have become sophisticated beadusecess to freely available
information. Bowersox (2009) defined a customerttes ultimate end user of the
product or service whose needs or requirements beisiccommodated. He further
observes that for an organization to achieve i@syat must be more effective than
competitors in identifying specific customer neealsd focusing resources and
activities on accommodating these customer reqnesn Lee (2000) pointed that
external coordination activities are importantrigprove trust and commitment across

the supply chain partners and to help the partioedglegate decision making.

Mentzer (2000) suggests that joint system developraed shared decision making
with suppliers and customers enhances the unddistaof management decisions
across the partners and, consequently, promoteshituéng of risks and resources
within the supply chain. This tends to reduce depelent cost and time, and improve

profit margins, in product development. Kahn (20@@Ques that internal coordination
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activities increase the understanding of the ga@ald activities among different
functional units, which improves mutual trust amenenitment to the organization. As
people trust each other and are more committechér brganizations, they are
motivated to seek further coordination, which imtimproves product development
performance (Bstieler, 2006). Frishammar and Hq2605) also found that

collaboration among internal units is positiveliated to product innovation.

Supply chain integration if well utilized can be mmportant tool in channeling the
resources of public organizations towards servie@very to the satisfaction of
customers. Before any procurement transaction hgmered, procuring entities must
determine their procurement needs which are supptsebe consistent with the
organization’s objectives. The assessment shoukl aacount of the need to ensure
that the procuring entity uses its resources effelst and efficiently (Prugsamatz,
2010). Supply chain integration should always supfte attainment of the business

goals (Mazumder, 2010).

2.5 Impact of the Supply Integration Approaches orSupply Performance

Nowadays, competitiveness in marketplace depemd®igi on the ability of a firm to

grip the challenges of reducing lead-time, costregion, increasing customer service
levels and improving product quality. Competing giobal competition, where

partnership are needed as the ideal coordinatiahamésm for business relationship,
operating efficiency and productivity across fuantl area in organization become
an important aspect as source of competitive adgentFrohlich and Westbrook
(2001) describe the strategic importance of sugplgin integration and argue that
this integration can be defined in terms of theection (toward suppliers and/or

customers) and the degree of supply chain actvitteohlich and Westbrook’s study,
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Rosenzewig et al. (2003) argue that highly integtafirms will gain competitive
advantage over their competitors due to the inexkasformation visibility and
operational knowledge shared among members of sgiply chain, as well as the

reduction of the overall supply chain costs (Rosetig et al., 2003).

According to Ballou (2004) supply chain integratioas partnership-based
coordination links a firm with is customer, suppliand other channel members by
integrating their relationships, activities, furcts, process, and locations. Backward
and forward integration are strategic initiativesmpanies may perform to reduce
risks and interdependencies with external busirgs$ners in the supply chain
(Narasimhan & Kim (2002). Fundamentally, compamesy increase their control
over a wider scope of the supply chain by perfognimackward or forward
integration and increase their own decision-makogver over key resources and

competencies important to the competitiveness@btiganization.

The purpose of the integrated supply chain is teater easiness in terms of
information, material as well as cash flows (Stev&889). The ever increasing depth,
size and complexity of the global market put mommpkasis in links and
collaborations between supply chain parties in otdeimprove coordination and
manufacturing sustainability (Saad & Arirguzo, 2RUhe aim of integration within
the supply chain is to ensure commitment to cost qumlity, as well as achieving
minimum distortion to plans, schedules and regdkivery of small volumes of
orders (Yusuf et al, 2004). Many firms wish to @&t the benefits of both
responsiveness and low cost (Hull, 2005). The dppdy to use process integration
across functional boundaries is now consideredyat&ecompetitive success. Swink

(2007) argued that supply chain integration is wa tkeobtain competitive advantage
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in the current e-global environment. Effective graion of suppliers into product
value/supply chains will be a key factor or somenuaiacturers in achieving the

improvements necessary to remain competitive.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

Research methodology is a general approach to ismdy research topic. This
chapter, therefore, explores how the research waged out. It involved a blueprint
for the collection, measurement and analysis of.d&pecifically the following

subsections are included; research design, popnjagpopulation design, data

collection and data analysis.

3.2 Research Design

This study employed a descriptive research destgmlescriptive research design
attempts to describe or define a subject, ofterct®ating a profile of a group of
problems, people, or events, through the collecbbrdata and tabulation of the
frequencies on research variables or their intena¢Cooper & Schindler, 2006). It is
concerned with describing the characteristics pasicular individual, or of a group.
In this case, the research problem was to invdstigeproaches employed in
optimizing the supply chain performance in the nfacturing sector. A descriptive
research defines questions, people surveyed andn#ibod of analysis prior to
beginning of data collection. Thus, this approakappropriate for this study, since
the researcher intends to collect detailed infoimmathrough descriptions and the

method is also useful for identification of variabland hypothetical constructs.

3.3 Population

The target population in this study was manufantufirms registered with Kenya

Association of Manufacturers (KAM) and operating Nairobi. There are 549
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companies in total registered with KAM out of whiabout 300 companies are in

Nairobi (KAM, 2013).

3.4 Population Design

This study adopted a non-probability populationigiesAccording to Kothari (2004)
non-probability sampling is a sampling techniqueerehthe samples are gathered in a
process that does not give all the individualshm population equal chances of being
selected. A sample of 30 companies was selectethi®rstudy; this is because 10-
40% respondents and above is considered adequatsurvey of this kind (Kothari,
2004). The selected companies were chosen singartbethe objective of the study.
Using stratified sampling approach, (See Appendixdompanies in Nairobi were
classified into three categories; small (10 to 48pyees), medium (50 to 99
employees), and large (100 and above employeesparties. This classification was
adopted from KIRDI baseline survey of 1997 and &ev Sector Development
Strategy paper 2006-2010 by Ministry of Trade amduiktry, Government of Kenya.
Two (2) questionnaires were distributed out to t@spondents (from supply chain
department and IT) of the thirty (30) companiegsted, giving a total of sixty (60)

respondents.

3.5 Data Collection

This study relied mostly on primary data. Primargtad was collected using a
guestionnaire. The questionnaires had both open ctogk-ended questions. The
close-ended questions provided more structuredonsgs to facilitate tangible
recommendations. The closed ended questions wastogest the rating of various

attributes and this helped in reducing the numberetated responses in order to
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obtain more varied responses. The open-ended gnsstvere used to provide
additional information that might not have beentaegd in the close-ended questions.
The researcher administered the questionnairel teeghondents of the study. The
researcher exercised care and control to ensurguastionnaires issued to the
respondents are received. To achieve this, theargser maintained a register of
guestionnaires, which were sent, and which wereived. The questionnaire were

administered using the drop and pick later method.

3.6 Data Analysis

Before processing the responses, the completedtiguesires were edited for
completeness and consistency. The data was thexd ¢cocenable the responses to be
grouped into various categories. The data colleatasl mainly quantitative; however
some qualitative data was collected from the opwttee questions to enhance and
uncover any convergent and divergent views. As sdescriptive statistics were
employed and used to summarize the data. Thisdedipercentages and frequencies.
Descriptive statistics were used to measure thatgative data which were analyzed
using the statistical analysis. Tables and othaeplgyrcal presentations as appropriate
were used to present the data collected for easmadrstanding and analysis. The
researcher used the data with an aim of presetiimgesearch findings in respect to
study objective. In addition, inferential statissach as multiple regression analysis
and correlation were used to determine the relatignbetween the independent and

dependent variables.

The regression equation was:

Y= PO+ B1X1+P2Xo+ BaXsta
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Where:Y is the dependent variable (supply chain performgnce
BOis the regression coefficient/constafiihtercept,

B1, p2, p3 andp4 are the slopes of the regression equation,

X1 is Information sharing

X2 is Supplier’s participation

X3 is Organization coordination,
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CHAPTER FOUR

DATA ANALYSIS, RESULTS AND DISCUSSION OF FINDINGS

4.1 Introduction

This chapter presents analysis of the data onntipadt of supply integration on the
supply chain performance in the manufacturing firm&enya. This chapter presents
the findings of the study and discussions on thdifigs. The findings were intended
to answer the study’s research questions. Dataatell was collated and reports were
produced in form of tables and figures and quaiaanalysis done in prose. The
study targeted a sample of 60 respondents from faetowing firms in Kenya.
However, out of 60 questionnaires distributed 4pomdents completely filled in and
returned the questionnaires, this represented a i@2@onse rate. This is a reliable
response rate for data analysis as Mugenda and ndagé003) pointed that for
generalization a response rate of 50% is adeqoatanfalysis and reporting, 60% is

good and a response rate of 70% and over is ertelle

4.3 Demographic Characterization of the Respondents

The research requested the respondents to indicateuration of working in the
organization, highest level of education qualificat department of working and the

position they held.

4.3.1 Working Duration

Figure 4.1 illustrates working duration of the rmesgents in their respective
organization, from the findings most (48%) of thespondents had worked in the

organization for a period of 1-5 years, 27% hadkedrfor a period of above 16
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years, 15% had worked for a period of 11-15 yedrsevthe rest (10%) had served in
the organization for a period of 6-10 years. Thiplies that most of the respondents
of this study had worked for an ample time thusytleere conversant with the

information that the study sought pertaining to dhganization.

48

50 7
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1-5 years 6 - 10years Above 16 years 11-15years

Figure 4.1 Working Duration

4.3.2 Level of Education

The researcher was also inquisitive to determimehtighest level of the academic
qualification that the respondent held. Majority5%s) of the respondents were
undergraduate, 43% were postgraduate while the28shad acquired diploma as
their highest academic qualification. From the iingys, it is clear that majority of the
respondents had adequate knowledge that is requuiredhance organization supply

chain performance.

4.3.3 Department of Working

The researcher requested respondents to indic@@tdesnts in which they were
working at in the organization. Majority (59%) dfet respondents were working at
supply chain department, 35% were serving at In&ion Technology department

while the rest 6% of the respondents were servingtlaer departments such as
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finance, PR department etc. This implies that eflaitments that were targeted by the

study were involved and that the finding is relabl

4.3.4 Position held by the Respondents in their Rgsctive Department

The study aimed to investigate position held by tespondents within their
department. From the findings (33%) of the respatglevere unit heads, 22% were
assistance manager, 18% were technical persomt¥élwiere departmental heads, 9%
were managers while 4% were supervisors. This tepi@t all participant of the
study were under the level at which the study tedjeas stipulated in previous

chapter and that the information is reliable.

Position held by Respondnets in the department

18% 9%

B Manager

’ B UnitHead officer
Supervisor

\ m Departmental Head

) B Assistant Manager
4%

Figure 4.2 Position held by the Respondents in threRespective Department

4.3.5 Consideration of Supply Chain Integration andSupply Chain Performance

The researcher requested respondents whether dfggnizations consider supply
chain integration as a tool for improving supphaichperformance. Majority (90%)
of the respondents alleged that they consider $ugiphin integration to enhance
supply chain performance while the rest (10%) opdothe opinion of majority.
Morash and Clinton (2008) pointed thetipply chain integration is recognized as a

strategy for improving business performance in ligtompetitive environments
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where manufacturing firms have been pursuing ataof supplychain management

practices.

4.4 Information sharing

4.4.1 Encouragement of Information Sharing

The study asked respondents whether their orgamizagncourage information
sharing. From the findings, majority (96%) weretlué opinion that their organization
encourages information sharing while 4% allegedt tha information sharing
practice. This reveals that for effective supplyaioh management practices
departments should be involved in giving out théorimation that derives to the
guantity and quality of the material needed as althe previous material. The study
conforms with Mentzer (2004) that the importanceirdbrmation sharing in the
supply chain in securing competitive advantage ughoimproved understanding of

market trends and customer needs improving progluctiethods and reducing total

cycle time.
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Figure 4.3 Encouragement of Information Sharing
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4.4.2 Information Shared in the Organization

Table 4.5 indicates the kind of the informationrgldawithin the organization. Most
(37%) of the respondents indicated in the supplairchintegration inventory

information is shared, (22%) of the interviewedpasdent indicated that marketing
information and production information is highlyasbd within organizations as
indicated in each case while the rest (18%) inditahat technological information is
shared. According to Cooper (2004) operating argrated supply chain requires
continuous information flows, which in turn asdistachieve the best product flows.
Supply chain business process integration involgebBaborative work between

buyers and suppliers, joint product developmentmmon systems and shared

information.

Table 4.1 Information Shared in the Organization

Frequency Percent
Technological information 9 18
Marketing information 11 22
Production information 11 22
Inventory information 18 37
Total 49 100

Source: Researcher, (2014)

4.4.3 Influence of Information Sharing on Supply Clin Performance

Table 4.6 illustrates the finding of the study be tespondent level of agreement on
influence of information sharing on supply chainfpamance. From the findings,
most of the respondents agreed that reducing ¢gtaé time influence supply chain

performance as indicated by a mean of 4.01, resguadlso agreed that acquisition
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of new ideas for products influence supply chairfggenance as depicted by mean of
3.77, Reducing total logistics costs influence symhain performance as illustrated
by mean of 3.74, identification of ways of improgiproduction methods influence
supply chain performance as illustrated by mean3.@D, enhance value to the
customer influence supply chain performance as ctiesgpi by mean of 3.66,
respondents also agreed that supplier developmenegses influence supply chain
performance as shown by mean score of 3.64, lestjyondents agreed that improved
understanding of market trends and customer neeflsemce supply chain
performance as depicted by mean score of 3.52. @&iKal) posited that higher levels
of information exchange between organizations isuaply chain lead to lower
inventories and higher levels of customer satigfactLikewise, Dunn and Young
(2004) highlighted that advocated Information exaje as an importance tool in

successful supplier development processes (Dunoény, 2004).

Table 4.2 Influence of Information Sharing on Suppy Chain Performance

Mean STDev
Improved understanding of market trends and customeeds 3.52 1.168
Acquisition of new ideas for products 3.77 1.297
Identification of ways of improving production metts 3.7 1.198
Reducing total cycle time 4.01 0.196
Supplier development processes 3.6 1.284
Reducing total logistics costs 3.74 1.041
Enhance value to the customer 3.6¢ 1.133

Source: Researcher, (2014)
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4.5 Supplier's Participation

4.5.1 Set Programs to Enhance Supplier’s Participain

Figure 4.4 depicts result of the findings on sedgpams to enhance supplier’s
participation. From the findings, most (31%) of tlespondents indicated that they
have set policies on quality of supplies, 29% iathd that they have policies on
suppliers evaluation, 22% have policies on supplggiection while the rest (18%)
had set policies on suppliers capabilities. Thiplies that supplier's participation

influence supply chain performance.
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Figure 4.4 Set Programmes to Enhance Supplier's Pcipation

4.5.2 Influence of Suppliers Relationship on SupplZhain Performance

The researchers requested the respondent to iedluait level of agreement on the
statement relating to suppliers relationship onpgughain performance. From the
findings most of the respondents agreed that psimgalays a key role in fostering
relationships and communication to improve qualggrformance for both the

supplying and the buying firm as shown by mean esair4.15, respondents also
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agreed that Supply chain leadership dedicated ggreasources to spend more time at
suppliers’ locations as a result of greater supptievelopment and that their
organization invest more in talent and resourcamfirove a supplier's performance
and activity that requires a long-term commitment the leadership of the
organization as depicted by mean score of 3.743aR8 respectively. Respondent
were neutral that they review their business preeg$o identify areas where adopting
a greener outlook can actually improve their bussnes illustrated by mean score of
3.44. The findings were in line with Easton (20@i@yings that where supply chain
leadership dedicated greater resources to spene tinog at suppliers’ locations as a
result of greater supplier development results. ialtblly, Paulraj and Chen (2005)
opined that purchasing department plays a keyinod@anning functions by fostering
relationships and communication to improve qualigrformance for both the

supplying and the buying firm (Paulraj & Chen, 205

Table 4.3 Influence of Suppliers Relationship on Sply Chain Performance

Statements Mean | STDev

Supply chain leadership dedicated greater resotocgisend more 3.47 0.90
time at suppliers’ locations as a result of greasaipplier
development

Purchasing department plays a key role in fosteraigtionshipg 4.15 1.01
and communication to improve quality performance both the

supplying and the buying firm

Our organization invest more in talent and resaitoeimprove g 3.73 0.87
supplier's performance and activity that requiresloag-term

commitment by the leadership of the organization

We review our business processes to identify andmse adopting 3.44 | 0.94

a greener outlook can actually improve their bussne

Source: Researcher, (2014)
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4.6 Organization Coordination

4.6.1 Realization of Organization Coordination on 8pply Chain Integration

The study requested the respondent to indicate h@hehe organization realized
effective organization coordination through supmlgain integration. From the
findings, 77% of the respondents pointed out thairtorganization have realized
significant supply chain coordination through sypgtain integration (23%) indicted
that the organization had not realized supply clwardination as projected. The
finding conforms with Bowersox (2009) finding tHat an organization to achieve its
goals, it must be more effective than competitorsdentifying specific customer
needs and focusing resources and activities onnaocalating these customer

requirements.

22%

W Yes

mNo

Figure 4.5 Realization of Organization Coordination on Supply Chain

Integration

4.6.2 Organization Coordination and its Impact on 8pply Chain

Table 4.8 summarizes respondents’ level of agreeraenimpact of organization
coordination and its impact on supply chain perfamce. Most of the respondents
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agreed that their organization is more effectivantrcompetitors in identifying
customer needs and focusing resources that are mavodating customer
requirements as depicted by mean score 3.71, rdspbalso agreed that Joint system
development and shared decision making with surgoéed customers enhances the
understanding of management decision as shown kannseore of 3.66, They
consider external coordination activities as img@ott to improve trust and
commitment across the supply chain partners astifited by mean score of 3.62,
respondent further agreed that Supply chain integracoordination reduce
development cost and time, and improve profit margin product development as
depicted by mean score of 3.54. On the other hasplondents neither disagreed nor
agreed that organization coordination promotes saring of risks and resources
within the supply chain as shown by mean score.®$,3Supply chain integration
should always support the attainment of the busirgmls as illustrated by mean
score of 3.14. Internal coordination activitiesrease the understanding of the goals
and activities among different functional units, igfh improves mutual trust and
commitment to the organization as depicted by mseore of 3.03. Lee (2000)
pointed that external coordination activities ameportant to improve trust and
commitment across the supply chain partners anketp the partners to delegate
decision making. Likewise, Kahn (2001) found thaternal coordination activities
increase the understanding of the goals and aetwamong different functional units,

which improves mutual trust and commitment to thgaaization.
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Table 4.4 Influence of Organization Coordination onSupply Chain performance

Mean | STDe
v

Our organization is more effective than competitorsdentifying| 3.71 1.067
customer needs and focusing resources that aremawodating
customer requirements
We consider external coordination activities as argnt to| 3.62 1.133
improve trust and commitment across the supplyrcpaitners
Organization coordination promotes the sharing sksr and| 3.25 0.91
resources within the supply chain
Joint system development and shared decision makiith | 3.66 1.027
suppliers and customers enhances the understandihg
management decision
Supply chain integration coordination reduce depelent cost and 3.54 1.121
time, and improve profit margins, in product deetent
Internal coordination activities increase the ustirding of the 3.03 0.942
goals and activities among different functional tsiniwhich
improves mutual trust and commitment to the orgation
Supply chain integration should always support dttainment of 3.14 0.947

the business goals

Source: Researcher, (2014)

4.7 Impact of Supply Chain Integration on Supply Clain Performance

The respondents were requested to indicate thecingbasupply chain integration on
supply chain performance. From the findings, mdsthe respondent indicated that
supply chain integration has improved product duals depicted by mean score of
4.47. Respondents agreed that through supply dhéégration organization have
gained competitive advantage as illustrated by nseare of 4.25. Timely delivery of

orders and utilization of resources has improvedufh supply chain integration as
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depicted by mean score of 4.19 and 4.11 respegtivEhrough supply chain

integration organizations have been able to atthistrategic goals, reduce risks and
improve internal and external coordination of ofieraprocess as shown by mean
score of 3.84, 3.63 and 3.56 respectively. Fumtbspondents were neutral that supply
chain integration influence operating efficiencytioé organization as shows by mean

score of 3.18.

Table 4.5 Impact of Supply Chain Integration on Suply Chain Performance

Mean STDev
Improving customer service level 3.67 1.131
Improved product quality 4.47 0.168
Operating efficiency 3.18 0.948
Gain competitive advantage 4.25 0.097
Reduce risks 3.63 0.808
Timely delivery of orders 4.19 0.483
Efficient utilization of resources 411 0.32
Improve coordination 3.56 0.913
Attainment of strategic goals 3.84 0.746

Source: Researcher, (2014)

4.8 Inferential Analysis

To establish the relationship between the indepsndariables and the dependent

variable the study conducted inferential analysisiclv involved coefficient of

correlation, coefficient of determination and mpiki regression analysis.
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4.8.1 Karl Pearson’s Correlation Analysis

In trying to show the relationship between the gtudriables and their findings the
study used the Karl Pearson’s coefficient of catieh (r). According the findings, it
was clear that there was a positive correlationveeh supply integratiorand
information sharing as shown by a correlation fegof 0. 052, it was also clear that
there was a positive correlation between supplyedrdtion and organization
coordination with a correlation figure of 0.7140wias also clear that there was also a
positive correlation between supply integratemd level of suppliers’ participation
with a correlation value of 0.5210. This shows ttiegre was positive correlation
between supply integratioand Information Sharing, organization coordinatard

suppliers’ participation.

Table 1.6 Coefficient of Correlation

c | c 55 5
S12_ |88 ¢t
>8 |22 E£ 22
o o = = © -E o .Q
S2128| 28| 5%
neE En | O na
Supply Integration Pearson Correlation 1
Sig. (2-tailed)
Information Sharing Pearson Correlation 0520 1
Sig. (2-tailed) .0032
Organization Pearson Correlation .7140.3341 1
coordination
Sig. (2-tailed) .0021 .0014
Suppliers participation Pearson Correlation .5210.3610| .0000 1
Sig. (2-tailed) .0026 .0034| 1.000

Source: Researcher, (2014)
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4.8.2 Coefficient of Determination

In addition, the study conducted a multiple regmsanalysis so as to analyze impact
of supply integration on the supply chain perforoeain the manufacturing firms in
Kenya. The study applied the statistical packagesémial sciences (SPSS) to code,

enter and compute the measurements of the mutgglkessions for the study.

From the findings 86.3% of supply integration oe gupply chain performance is
attributed to combination of the three independeariables (Information Sharing,
organization coordination and suppliers’ participa) investigated in this study. A
further 13.7% of the effective supply chain managetrs attributed to other factors

not investigated in this study.

Table 4.7 Coefficient of Determination

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

1 0.981(a)| 0.863 0.691 0.752

Source: Researcher, (2014)

4.8.3 Multiple Regression Analysis

The study conducted a multiple regression anabias to determine the relationship
between effective Supply Chain Management and ale dttributes investigated in
this study. The regression equation (B0=+ p1X1 + B2X, + B3Xs+ o) was used:
Y =1.413+0.246X + 0.359% + 0.215,X4+0,
Whereby Y = Supply integration,

X1 = Information Sharing X= Organization coordination,

X3 = Suppliers’ Participation
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According to the regression equation establishalling all factors (Information
Sharing, organization goal and suppliers’ partittqgrg constant at zero, supply chain
performance in the manufacturing sector will belB.4s a result of these independent
variables. The data findings analyzed also shows tidiking all other independent
variables at zero, a unit increase in informatioargng will lead to a 0.246 increase in
effective supply chain performance in manufactursgctor. A unit increase in
organization coordination will lead to a 0.359 e&se in supply chain performance in
the manufacturing sector while a unit increase beg participation will lead to a
0.168 increase in supply chain performance in thenufacturing sector. This
therefore implies that all the three variables havepositive relationship with
organization goal contributing more to supply chaperformance in the
manufacturing sector, while level of suppliers’ tg@pation contributes the least to

supply chain performance in the manufacturing secto

Table 4.8 Multiple Regression Analysis

Unstandardized | Standardized

Coefficients Coefficients
Model B Std. Error Beta t Sig.
(Constant) 1.413 1.068 1.739 0.033
Information Sharing| 0.546 0.203 0.135 0.619 0.016
Organization
coordination 0.519 | 0.193 0.08 0.358 0.024
Suppliers’

L 0.502 | 0.16 0.346 1.284 0.044

participation

Source: Researcher, (2014)
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of the data ngsdion impact of supply
integration on the supply chain performance inrtteufacturing firms in Kenya, the
conclusions and recommendations are drawn thereTlie. chapter is therefore
structured into summary of findings, conclusionsgammendations and area for

further research.

5.2 Summary of the Findings

The objectives of this study were to determine suppain integration approaches
adopted by the manufacturing firms in Kenya anddéermine the impact of the
supply integration approaches on supply performandée manufacturing firms in

Kenya.

From the study findings it was clear that organiret encourages information
sharing such as marketing information, productioformation and technological
information. Reducing total cycle time, acquisitioh new ideas for products and
reducing total logistics costs influence supplyiohgerformance. Further the study
found that enhancing value to the customer, suppilievelopment processes,
improved understanding of market trends and custereeds influence supply chain

performance.

To supplier's participation, the study found thabsnorganization have set policies
on quality of supplies and on suppliers evaluatfurchasing department plays a key
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role in fostering relationships and communicationniprove quality performance for
both the supplying and the buying firm, that Supgigin leadership dedicated greater
resources to spend more time at suppliers’ locat@as a result of greater supplier
development and that their organization invest mioretalent and resources to
improve a supplier's performance and activity trefuires a long-term commitment
by the leadership of the organization influencepdyhain performance to a great

extent.

On influence of organization coordination in supplyain performance, the study
found that their organization have realized sigaifit supply chain coordination
through supply chain integration. Organizations e effective than competitors
in identifying customer needs and focusing resaurteat are accommodating
customer requirements and that Joint system dewelopand shared decision making

with suppliers and customers enhances the unddmstaof management decision

To the impact of supply chain integration on supghain performance, the study
found that supply chain integration has improveddpct quality, organization have
gained competitive advantage, Timely delivery aless and utilization of resources
has improved through supply chain integration. Tigio supply chain integration
organizations have been able to attain of stratggals, reduce risks and improve

internal and external coordination of operationcess

5.3 Conclusion

The study sought to find out the impact of suppitegration on the supply chain
performance in the manufacturing firms in Kenyas@&hon the findings in relation to

specific objective, the study concluded that orgatns encourages information
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sharing such as marketing information, productioformation and technological
information. Reducing total cycle time, acquisitioh new ideas for products and
reducing total logistics costs influence supplyiohgerformance. Further the study
concluded that enhancing value to the customerpl®npdevelopment processes,
improved understanding of market trends and custereeds influence supply chain

performance.

On supplier’s participation, the study found thaistnorganization have set policies
on quality of supplies and on suppliers evaluatfurchasing department plays a key
role in fostering relationships and communicationniprove quality performance for
both the supplying and the buying firm, that Supgigin leadership dedicated greater
resources to spend more time at suppliers’ locat@as a result of greater supplier
development and that their organization invest mioretalent and resources to
improve a supplier's performance and activity trefuires a long-term commitment
by the leadership of the organization influencepbyghain performance to a great

extent.

To influence of organization coordination in supplyain performance, the study
found that the organizations have realized sigaificsupply chain coordination
through supply chain integration. Organizations e effective than competitors
in identifying customer needs and focusing resaurtdeat are accommodating
customer requirements and that Joint system dewadnpand shared decision making

with suppliers and customers enhances the unddmstaof management decision

On the impact of supply chain integration on supgfyin performance, the study

found that supply chain integration has improveodpct quality, organization have
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gained competitive advantage, Timely delivery afess and utilization of resources
has improved through supply chain integration. Thto supply chain integration
organizations have been able to attain of stratggals, reduce risks and improve

internal and external coordination of operationcess.

5.4 Recommendations

The study recommended that it is imperative for games to cooperative and
leverage complementary core resource competentissugh partnership-based
coordination. For an effective and credible manag@mof the customers and

consumers, a joint effort of the suppliers, manufeers and distributors is required.

Furthermore the study recommended that as sup@in docuses on the processes
management within and beyond organizational boueslara measure of its
performance is necessary for its effective openasind control. The ultimate success
of firms will depend on management’'s ability toegtate the company’s intricate
network of business relationships, allowing impmvelecision making and

consequently, reducing cost and customer respanse t

Finally, the study recommended that in order to romp the supply chain
performance, organizations can focus to implemédiere or all of supply chain
integration modes; internal cross-functional precesegration; backward integration
with key first-tier suppliers, or a natural extemsiof this integration would involve
second-tier suppliers; forward integration with Kgt-tier customers, or with the
customers’ customers and complete forward and baickwtegration, or expressed

as integration from “suppliers’ supplier to the trusers’ customer.
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5.5 Limitation of the Study

The researcher encountered various limitations tiemtd to hinder access to
information that the study sought. The main limdatof the study was its inability to
include more organizations. This study focused omhy manufacturing firms in
Nairobi. The study could cover more firms acrossettors so as to provide a more
broad based analysis. However, due to time anduresdhe researcher focused only

to the manufacturing firms in Nairobi.

Further the study did not involve other manufactgriirms which are not registered
with KAM. The study selected a sample of registerednufacturing firms with
KAM. However, there are many companies that areregistered with KAM which

were not covered in this study.

Further the study encountered challenges suchras-cmoperation by staff since it is
not easy to convince some employees to fill quastires hence not reaching the
targeted sample size. However, the researcher emssespondents of proprietary

measures that the findings would be accorded aed aisly for academic purpose.

5.6 Areas of Further study

The study explored impact of supply integrationtib@ supply chain performance in
the manufacturing firms in Kenya and specificalbcdsed on information sharing,
suppliers’ participation and organization coordimat From the study finding, the

study suggested that:

A study to be done on risk associated with supptggration through information
sharing where the competitors may collaborate witter party and expose some of

the strategies that the company use and be useEnfripete in the market.
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A research to be done on the strategies adoptédebgrganization in implementation

of the supply chain integration practices to enkasrganization operations.

A study to be done to investigate the extent toctvhintegration might infringe on

anti-competition law. This especially relates te #spect of information sharing.

Further the study recommended that a study be danthe challenges that hinder
supply chain integration in order to give both rtegaand positive aspects of supply

chain integration that is reliable in improving anization supply chain performance.
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APPENDICES

Appendix I: Introduction Letter
Dear Sir/Madam,
REF: REQUEST TO CARRY OUT DATA COLLECTION.

| am a student at UON pursuing a Master's degreBusiness Administration. As a
requirement in fulfillment of this degree, am camgyout a study on the “OPTIMIZING
SUPPLY CHAIN PERFOMANCE THROUGH BACKWARD AND FORWAR
INTEGRATION: A STUDY FOCUSED ON THE KENYA MANUFACTRING
SECTOR".

You have been chosen as you are well position@dawde reliable information that will
enable the study achieve its objectives. | intencesearch on the above through the use

of a questionnaire.

Any assistance accorded to me in my noble causeehsas the information given shall
be treated as confidential and will be used pui@iyhe purposes of this research. A final
copy of the document shall be availed to you upsouest. Your cooperation will be

highly appreciated, thank you in anticipation.

Yours Faithfully,

Alphonce Katua



Appendix Il: Questionnaire

SECTION A: General Information

1.
2.

Indicate the name of your organization (OPtioNaL).............eeeiiiiiiiiieeeeieeiieeeeiieees
How long have you worked in this organization?
1- 5 years [ ] 11-15 [ ]

6 - 10years [ ] 16 years and above | |

What is your highest level of education?

Post Graduate [ ] Diploma [ ]
Undergraduate [ ] Certificate [ ]

N Vo1 1= G (S 1= 1 1Y) TP

Kindly, indicate the department you are working in.
Production [ ] Procurement [ ]

Customer service [ ] IT department [ ]

ANY OtNEI (SPECITY) . ciieiiiiiieiiee et e e e e e eeeeeeeeeeeeeeee

Indicate position that you hold in the department.
Manager [ 1 Unit Head officer [ ]
Departmental Head [ ]  Supervisor [ ]

Assistant Manager [ ] Technical personnel [ ]
(@ 11 1T (7 01 | )

Does your organization consider supply chain irgggn to improve its supply chain
performance?
Yes [ ] No [ ]



SECTION B: Approaches Adopted by Manufacturing Sector
Information sharing

7. Does your organization embrace information shariagenhance supply chain

integration
Yes [ ] No [ ]

8. What kind of information is being shared within yarganization? Select from the

list below

Yes No

Technological information

Marketing information

Production information

Inventory information

9. Kindly indicate your level of agreement on influenaf information sharing aspect to
supply chain performance? Use a scale of 1-5, wHeretrongly disagree, 2-

disagree, 3- neutral, 4- agree, 5- strongly agree.

Improved understanding of market trends and custome

needs

Acquisition of new ideas for products

Identification of ways of improving production metts

Reducing total cycle time

Supplier development processes

Reducing total logistics costs

Enhance value to the customer




Supplier’'s Participation
10. Are there set programmes or plan to enhance sujspliarticipation on supply chain
integration?
Yes [ ] No [ ]
11.Kindly indicate the aspect that your organizatioongiders to enhance supplier
participation on supply chain performance?
Yes No

Supplier selection

Quiality of supplies

Supplier capabilities

Supplier evaluation

12.Indicate your level of agreement with the followiatatements relating to suppliers
relationship and its influence to supply chain parfance in your organization? Use
a scale of 1-5, where 1- strongly disagree, 2-giess, 3- neutral, 4- agree, 5- strongly

agree.

Supply chain leadership dedicated greater resoutces
spend more time at suppliers’ locations as a restilt

greater supplier development

Purchasing plays a key role in fostering relatigostand
communication to improve quality performance forthobp

the supplying and the buying firm

Our organization invest more in talent and resaurme
improve a supplier’'s performance and activity tlegjuires
a long-term commitment by the leadership of the
organization

We review our business processes to identify andese
adopting a greener outlook can actually improveirthe

business




Organization Coordination

13.Has your organization realized effective organ@atcoordination through supply

chain integration?
Yes [ ] No [ ]

14.Indicate your level of agreement with the followingtatements relating to
organization coordination and its impact to supplyain performance in your
organization? Use a scale of 1-5, where 1- strodgiggree, 2- disagree, 3- neutral,

4- agree, 5- strongly agree.

Our organization is more effective than competitans
identifying customer needs and focusing resourbas are
accommodating customer requirements

We consider external coordination activities asangnt to
improve trust and commitment across the supply rchai
partners

Organization coordination promotes the sharingisksrand
resources within the supply chain

Joint system development and shared decision makitig
suppliers and customers enhances the understarafing
management decision

Supply chain integration coordination reduce dewelent
cost and time, and improve profit margins, in praduc
development

Internal coordination activities increase the ustirding of
the goals and activities among different functionalits,
which improves mutual trust and commitment to fthe
organization

Supply chain integration should always support |the
attainment of the business goals




SECTION C: Impact of Supply Chain Integration on Suypply Chain Performance

15.To what extent do the following aspect of supphaiohperformance influenced by
the supply chain integration approaches adoptegbhy organization? Use a scale 1-

5 where 1-to a little extent and 5 to a very gesdént.

1 2 3 4 5

Improving customer service level

Improved product quality

Operating efficiency

Gaincompetitive advantage

Reduce risks

Timely delivery of orders

Efficient utilization of resources

Improve coordination

Attainment of strategic goals

16.What would you recommend to be done to enhance lsugmin performance
through supply chain integration (backward and mdhintegration)

THANK YOU FOR YOUR PARTICIPATION

Vi



Appendix Ill: Sampled Manufacturing Firms in Nairob i

Small firms

. Brother shirts factory

. Carbacid (Co2) Ltd

. Dodhia Packaging Ltd
. Galaxy Paint (K) Ltd

. Henkel Kenya Ltd

. Kenya Wine Agencies
. Metoxide Africa Ltd

. Napro Industries Ltd

. Novelty manufacturers

©O© 00 NO Ol WN B

Medium firms

10. Bluebird Garments Factory
11. C.M.C. Engineering Ltd
12. Impala Glass industries
13. Kappa Oil Refineries Ltd
14. Nairobi Flour Mills Ltd

15. Power techniques Ltd

16. Sadolin Paints

17. Uni plastics Ltd

Large firms

18. B.A.T Kenya Ltd

19. Cooper Motors Corporation (K) Ltd
20. East African Spectre Ltd
21. East African Cables Itd

22. Firestone (E.A) Ltd

23. Haco Industries Ltd

24. Jomo kenyatta Foundation
25. Kenafric Industries Ltd

26. Laboratory and Allied Ltd
27. Mastermind Tobacco

28. Nairobi Bottlers Ltd

29. Tetra Pak Ltd.

30. Coates Brother (EA) Ltd

Source: KAM (2014)
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