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ABSTRACT

The knowledge of strategic management has increased greatly over the last four decades.
Most of this knowledge has however been accumulated in the context of developed countries.
Research on the strategic management processes in the developing world is limited, but
increasing, and concentrateé on private sector enterprises.

[n both developed and developing nations the state sector remains large. [n more
developed economies however public sector enterprises follow a market model and have identities
separate from the government. In contrast many developing nations, particularly those in Africa,
have public sector enterprises tied to the political structure. Government bureaucracy rather than
the autonomy of the market is responsible for decisions.

The environment in which Kenyan public sector organisations exist and with which they
Interact is increasing in complexity and the rate of change is accelerating. There is increasing
pressure to perform from both the Kenyan public and from International financial institutions
concerned with assisting development and supporting structural adjustment efforts that require a
reassessment of the role, structures, and performance of public sector organisations for improved
Management. divestiture, or privatisation. With these pressures to perform and increasing
challenges in the business environment. public sector managers must have the capability to adapt
and restructure the enterprise to challenge constraints and to regard organisational structures not
as immutable. Hence the need for strategic management.

This study aimed at documenting strategic management practices in public sector
brganisations and determining whether the environment in which these organisations operate
affects the practice strategic management. It also set out to determine whether the profit

orientation of these organisations affected the practice of strategic management.



The findings of this study indicated that public sector organisations do engage in strategic
management to varying degrees. They had well articulated missions. objectives, strategies and
plans. However a lack of commitment to the same by top management and other employees of tl.ie
vrganisations resulted in poor implementation. As a result the benefits of the use of strategy

suggested in the literature reviewed were not enjoyed by these organisations.



Chapter One

INTRODUCTION

[.1  Background

In the recent past a number of management theories and techniques have been deveioped to improve
the practice of management in organisations. The more significant of these include management by
objectives, organisational development, and operations research. A recent and addition to this group.
is strategic management. [n most cases these theories and techniques were initially developed for and
applied in private sector settings from where attempts are subsequently made to transfer them to
public sector contexts. Such attempts meet varying degrees of success (Schwella. 1988)

[t has often been argued that the principles of management models developed for the private
sector should be applied to help the public sector improve their management performance. Strategic
Mmanagement as an approach holds definite possibilities for beneticial application in the public sector
context. [t must be stressed. however, that the successful application will have to account for the
particular context of the public sector setting and the implications of this. Failure to do this will be in
disregard of modern organisétion and management theory and research (Schwella, 1988 )

“Strategic Management is the process of making and implementing strategic decisions.....(10) 1
about the process of strategic change’ (Bowman and Asch, 1987). Strategic management is
concerned with matching the organisation to the environment in which it operates. The challenge of
strategic management is in the involvement of managers in guiding the future direction of the
organisation. Accordingly, management will need to consider what threats or opportunities exist. or
May exist. in the future in order to position the entity appropriately. Linked closely with these is the

need to understand the organisations own capabilities (Bowman and Asch. 1987).

it



Several empirical studies have been conducted to examine the relationship between strategic
management and organisation performance. [n general, the research revealed that strategic
management leads to improved performance far more often than it results in no change or even in
poorer pertformance (f’owell. 1992).

Ansotf et al (1970), Gershefski (1970), Thune and House (1970), and Herold (1970) all
conclude that organisations which utilise strategic planning achieve higher levels of performance or
end results than organisations which do not utilise strategic planning. In a review of 28 studies of
manufacturing firms, 20 studies revealed better performance with formal planning, 5 studies revealed
no difference, and 3 studies revealed planning to be detrimental to performance ( Amstrong, 1991).
Although many of the firms studied were fairly large, other studies showed that the use of strategic
management by medium sized firms improved performance. A study of 200 medium-sized Dutch
tirms showed that profitability was directly related the use of strategic management (Waalewijn & _
Segaar. 1993),

Research further revealed that the attainment of an appropriate match or "fit" between an
brganisation's environment and its strategy, structure and processes has positive effects on the
braanisations performance ( Naman & Slevin. 1993). A study of the impact of deregulation on
United States railroads found that railroads that changed strategies as their environment changed
L)th[)@i‘fbt‘ﬂl@d those that did not change theirs ( Smith & Grimm, 1987).

Nevertheless. strategic management need not always be a formal process to be etfective. Studies of
planning practices of actual organisations suggest that the real value ot strategic planning may be

more in the future orientation of the planning process itself than in any resulting written strategic plan

( Bryson & Bromiley, 1993).



However Fulmer and Rue (1973), Grinyer and Norbun (1975). Kallman and Shapiro (1978).
Kudla (1980). and Leontiades and Tezel (1980) tended not to support the tindings of earlier work.
The results of their studies concluded that no relationship exists between the use of strategic plannin;:I
and end results. Thes¢ studies concluded that the higher levels of end results achieved by firms in the
study did not necessarily relate to the utilisation of strategic planning.
Despite this disparities in findings. there is a consensus among scholars that a knowledge of strategic

management is essential to effective organisation performance in a changing environment ( Wheelan

& Hunger. 1995).

D ¢ . . %
Public Sector Organisations in Kenva.

I'he economy of Kenya is jointly controlled, albeit in differing proportions, by the following sectors:
the co-operative movement, the public sector, the private enterprise. and the informal sector. The
principal differences among them are in the mobilisation and application of funds. Thus the co-
operative sector mobilises resources from people and applies the same to mass-owned investments
administered jointly with the government; the public sector draws on funds maialy trom the
2overnment and applies them to public and quasi-public investments: the private sector 1s t'mgnced
rom both publicly and privately mobilised resources and applies them to private joint-stock
investments: and the informai SeCtor procures resources from personal savings. private or public-

Sector savings and applies them to mainly informal single proprietorships.



The Public sector has "since mdependence assumed an increasingly significant role in national
development. In 1992. the sector comprised 41% of the wage employment. and in the same period
had committed a total of Kshs 15 billion to the sector. The sheer size and extent of government
fnancial commitment is a clear indication of the importance of the public sector.

During the 1970s it became ‘increasingly apparent that state participation in the economy had grown

well beyond governments original intentions. A large debt exposure among state owned enterprises
"esulted in increased vulnerability. Operating losses. inadequate returns on investments and limited
administrative and managerial capabilities resulted in greater strain Public finances. In the early

1980s problems associated with the vast growth of the public sector began to emerge leading to a new
sovernment policy aimed at reducing government ngbsidies to state corporations and withdra‘wal. of

state participation altogether from enterprises that failed to pertorm well (GOK: Working Paper 1992

P
Coupled with adverse developments in the global market place and economic problems
experienced in Kenya in the late 1980s the government proclaimed a new development strategy in

sessional paper No. | of 1986, Economic Management for Renewed Growth. This strategy called for

the restructuring of the economy in ways that would direct it to an increasingly market driven system.
Fhis strategy emphasied the need for reform of public sector organisations which were largely
characterised by widespread misuse of funds due lack of proper internal management and control.

Fhis inefficiency has created bottlenecks in the functioning of essential parts of the economy -

hotably health, water. communication and education services.



The persistent difﬁc'ul"ties now confronting the public organisations retlect the protound over-
eXtension of the government beyond its available means. ﬁ]t: resulting economic reform programs
'esulted in revamping of the external trade sector (import liberalisation), liberalisation of controls in
the domestic economy (interest rates. price controls, investment licensing) and reduced government
expenditure among olther activities. As a result Public sector organisations now operate in a changing
«hvironment that demands that they operate efficiently and effectively in order to survive. The drive
towards a market driven economy has resulted in competition for previously protected public sector
organisations and hence the lneed to adopt management practices adopted by their private sector
sounterparts to achieve higher end results. In this respect. strategic management could become

tvaluable. Strategic management enables organisations to cope with a dynamic environment as well

a5 enhance the quality of its relationship with the outside environment. Strategic management enables

Org

=

ganisations adapt under conditions of externally imposed stress or crisis because of the changing
cnvironment (Thompson 1990; Kiggundu, 1989). Given the situation facing public sector

organisations in Kenya today, strategic management would be useful in helping managers cultivate a

culture of forward planning.



1.2 The Research Problem

Unlike that in industrialised countries. literature on the theory and practice of strategic management
I organisations in developing countries is very limited indeed. particularly for the indigenous
braanisations in both the public and private sector (Kiggundu, 1989). In Africa in general. and in
particular Kenya, research into strategic management processes is very limited. A few studies haye
been carried out to document strategic management practices in Kenya ( Shumbusho. 1983; Aosa.

1992: Karemu. 1993 Shimbﬁ. 1993). Though these studies provide valuable insights they provide

only a partial view as they concentrate on strategic management processes in the private sector. None

of them addresses the issue of strategic management processes in public sector organisations.

[n his suggestions for further research. Aosa (1992), indicates that an investigation of strate 5‘0

Mahagement practices in public sector organisations would increase the understanding of strateg

:

Processes in organisations in Kenya. Karemu (1993) also suggests the need to research on SHERE
practices in different sectors ofthe Kenyan economy.
This research aims at documenting strategy practices in public sector organisations in Kenya
0 determine whether public sector organisations use strategic management techniques ., the unique
challenges these organisations face, and how the environment in which they operate atfects the way
strate

gIc management is practiced.

1.3 Objectives of the Studv

This study is being conducted with the following objectives:

4 To investigate the state of strategy processes within public sector organisations in Kenya

Mo lnvestigate the problems in the development of strategy in public sector organisations in

Kenva,



[.4 Value of the Researc"h

1'he public sector is an important sector in the Kenyan economy. It offers employment to many
l\'un.'\‘:ms and provides invaluable products and services to the public. Despite this importance no
study on management practices has been done in this sector. This research will provide an exposition
oh strategy practices in this sector and this will lead to a better understanding of the problems

org

anisations in this sector experience. Research on strategic management in Kenya is still in its

infancy. This study is expected to further stimulate research in this area of strategic management.

1.5 Scope of the Study

I'is study will focus on only those public sector organisations headquartered in Nairobi. It will have

A bias on the analytical aspects of strategy and it will be cross-sectional in nature.

[.5.1 Structure of the Project

Chapter One
Phis gives the backeround information on the usefulness of strategic management. [t highlights the

“hanging public sector environment that creates a need for strategic management. It also contains

the research problem. the objectives of the study, the value of the research. and the scope of the study.

Chapter Two
TS SN toviews the literature on the environment of management processes and the impact of
the environment on management. [t highlights the strategic management process detailing the various

SPeCts in strategy development processes in organisations. It also highlights the usefulness and



- : . TR 1s the state of strategic
limitations of using strategic management. Also contained in this chapter 1s 4

Management in developing countries.

Chapter Three

this chapter reviews the literature on public sector organisations (with specific 1'6f31.'€11¢e to Kenya).
't highlights the environment in which these organisations operate. the changes taking place in this
environment and the use of strategic management by public sector organisations.

Chapter Four

This chapter details the research methodology for this study. It contains the scope of the study, the
research method. the population of study and the interview process.

Chapter Five

Ihis chapter contains the data analysis and findings

Chapter Six

"his chapter provides an overall discussion of the results of the study. It contains a summary of the

, imitations ot the study. [t also contains
findings of the study. the implications of this study and the limitations of the stud;

reccommendations for further research.



Chapter Two

STRATEGIC MANAGEMENT

2.1 Introduction

The major task of managers is to ensure the continued existence of their enterprises by responding to
challenges posed by the ever-changing environment of the organisation (Wheelan and Hunger, 1995).
Strategic management. which is concerned with arriving at decisions on what the organisation ought

to be doing and where it ought to be going, is important in helping managers ensure the survival of

their organisations (Howe. LR93 )

2.2 The environment of management

When the evolution of theoretical approaches to the study ot management is considered. two
tendencies are clear. The first tendency is that there is a move away trom a closed systems
Perspective to an open systems perspective. The closed perspectives of earlier origin investigated
Management phenomena in terms of their internal variables. Very little attention was given to the
etfect of external variables in shaping and influencing these phenomena. [n contrast with this closed
Perspective. the open perspective of more modern origin emphasises the importance of the external
environment ip understanding and explaining organisational and management phenomena.

The second tendencyl that is evident is that earlier theoretical approaches tend to be involved -
ina search for g set of management principles which can be applied universally to management
Irrespective of context or circumstances. There is a search for the “one best way” of management.

"he modern views utilise a more strategic approach to the theory and practice of management. They



aceept that there is an array of widely different options in management and not a single best way. A
selection of the correct options must be made in accordance with the demands of the particular

Management situation (Fox, 1991).

The contingency approach as the most recent approach to the theory and practice of
management incorporates both tendencies. This approach utilises an open systems theoretical
foundation and stresses the importance of selecting the correct management options based upon a

proper assessment of the management situation. Management strategies have to be selected and/ or
adapted for the particular situation facing the organisation. [t can be argued that this approach
facilitates strategic management practices whereby strategic decisions are made in terms of an

environmental analysis and situation assessment. A substantial body of empirical evidence in support

of the contingency approach has been built up by researchers such as Burns and Stalker, Lawrence

and Lorseh. Woodward, and Perrow (Robbins. 1980).

An open systems approach such as the contingency school by deﬁniti§11 demands that
attention will be given to the environment of management and organisational phenomena.
Ansoff (1990) provides the following relationship between the organisation and the environment:
successtul environment serving organisations are open-systems. The open property is made necessary
by two factors:
Firstly continued organisational survival depends on its ability to secure rewards from the
environment which replenish the resources consumed in the conversion process. and secondly

continued maintenance by the organisation of its social legitimacy.

10



'he implications of the importance and influence of the environment for management could be
viewed in theoretical and professional or practical terms. At a theoretical level it can be argued that
given the importance and influence of the environment. it ought to be accounted for in theorising
dbout management. If. for instance, it can be proven that there are major differences in the
environments of the private and public sector organisations. this will have to be taken into account in
theorising about management in the respective organisational sectors. At a practical level Koontz et al
(1980) concisely summarise the implications for the protessional manager:
“All managers. whether they operate in a business. a government agency. a church. a
charitable foundation. or a university, must. in varying degrees. take into account the elements
and forces. of their external environment. While they may be able to do little or nothing to
change these forces. they have no alternative but to respond to them. They must identify.
evaluate. and react to the forces external to the enterprise that may affect its operations.™ -
All organisations are environment dependent and managers, whether they operate in the private or
public sector. are expected to respond to environmental challenges. Failure to take cognisance of the
‘Mportance and influence of the environment on the part of managers may have serious consequences
tor the organisation. At least. the functioning of the organisation will be impaired at the worst, its

eNistence may be threatened.

The context in which an organisation operates affects the practice of management (Pugh etal. 1969).
Phis context consists of both environmental and organisational factors that Pugh et al (1969) refers to
as Contextual factors. This view is supported by other authors including Nambudiri and Saiyadain
(IO Sl [ors e (1978). Kiggundu et al (1983). Glueck and Jauch (1984). Ring and Perry (1983),
Ansoft (199, Kukalis (1991), Aosa (1992), Wheelan and Hunger (1995). Collectively they imply

that environment and organisational factors have an impact on managerial processes.

1



The Context of Management in Africa

Developments in management theory and practice have tended to reflect business circumstances in
developed country contexts. The managerial context in Africa is different trom that of developed

countries. The different environmental forces prevailing in Africa influence the managerial processes

and therefore need to be considered (Aosa, 1992).

Various environmental factors have been identified that influence managerial processes in Africa.
These include Social and Cultural, economic, Political and Legal, and other national factors that make
up the managers working environment (Wallender, 1978: Nambudiri and Saiyadain. 1978: Kiggundu

ctal. 1983: Glueck and Jauch. 1984; Yavas et al, 1985 Jones 1988; Austin, 1991).

Social - Cultural factors

The social-cultural forces in a community shape the values, beliefs and attitudes of people.

Management problems and practices are to a large extent shaped by these forces.

African societies are characterised by extended family and paternalistic authority systems
(Onyemelukwe, 1973: b.lunt. 1978: Yavas et al. 1985 Jones. 1988: Dia. 1991). Individuals belong to
family groups and are loyal to them. This Phenomenon gives rise to the formation of small groups
based on tamily. tribe or language (ethnic groups). Such Ethnic groups are prevalent in Africa and -

they influence organisational processes (Onyemelukwe. 1973; Nambudiri and Saiyadan. 1978; Blunt.

1978: Dia 1991)
African communites have been influenced partially by other cultures. A particularly dominant

Nfluence originates from western developed countries (Onvemelukwe. 1973). As a result. educational

SYStems and organisational practices in Africa resemble those tound in western countries (Henley.

12



7 : : e e [ Jones,
1973 Blunt 1978). Such practices are not necessarily appropriate for Africa (Blunt. 1980: Jor

1988: Dia. 1991).

lLconomic Factors

Uhere is a general scarcity of resources (physical. financial and human) in Africa. The economies are
Weak and poverty is widespread (Iboko. 1976; Nambuidiri and Saiyadan. 1978: Glen and James.
1980: Coughlin. 1991). Internal markets are smail and this has tended o limit economic expansion.
The countries have tended to rely on foreign aid to finance development programmes. Such aid has

. ; W e ure (from aid donors to
become Increasingly uncertain over time. The countries are under great press (

s (i B - ai i 1 have difficulties
restructure their economies as a precondition to receiving further aid. Many of then

in | : : g i ant a lot of uncertainty to
in nmplementmg the structural adjustment programmes. This has me

: : d o ; ces.
sonomic performance and future availability of economic resour

Political - Legal factors

1 1 1mi egati of authority. Such
The countries tend to have l)iuhly centralised governments with limited delegation
. W1 1 i 2 T and ec mic mismanagement. Government
L't.‘ﬂ[l'flllSc ton h‘ S often leﬂd to abl.lse of powe d onomic mi ana

; ’ ok . 112 ; tainty 1s a feature 1n
Mervention in business activities is widespread. Political instability and uncertainty
many countries.

! ! : . . R tries and thus indicate the
'he factors outlined here differ from those prevailing in developed countries a

- ' % | 2 ran Aftica.
Hique challenges that make up the management context in Sub- Sahara

This study is conducted in Kenya. which is part of Sub-Saharan Africa.

118



The lmpact of environmental factors on management

Management is a process. which is made up of several processes. These have been identified as
planning, organizing. leading and controlling. Planning precedes the other managerial functions.
Through planning, objectives are set and organisational direction is established. Organising, leading
and controlling are then performed in an effort to implement that which has been planned. These
views have been advanced in developed country and reflect managerial contexts there. As already
pointed out contextual factors influence management practices and it is therefore likely that such
lactors have influenced management in Africa.

Because this study concentrates on strategic management we shall focus primarily on the planning
aspect ot the management process and how environmental factors impact planning.

Wallender (1978) argues that the sequence where planning precedes other functions 1s
applicable only in industrialised country contexts. In Africa and other developing nations
Management practices are characterised by a sequence he call a “process of management development
eyole? M this sequence organising and controlling functions seem to be performed first followed by
planning and leading. He attributes this change to the turbulence of local environments. lack of
Managerial resources. paucity of information and hostile government activities. As a result planning
tends to be ad hoe. 1t is not used as a basis for integrating activities in an organsiation or establishing
soals and policies for the organisﬁtion
Yavas et a| (1985) observe that organisations in developing countries did undertake planning
activities . however planning is often short term. Organisations set vague and broad objectives.
LEnvironmental factors such as s political uncertainty, economic instability and paucity ot information

‘ere identified as contributing to the prevalence of short term planning.

14



Nambudiri and Saiyaidain (1978) also suggest that long term planning was not well developed in
developing countries. They point out that where formal long term planning was undertaken it was
mainly in larger organisations most of which were subsidiaries of multi national corporations
Ismoisili (1978) argued that the most critical factors affecting planning orientation iri companies were
. . s g l . ‘1
the planner’s educational and protessional background and their responsibilities. Companies in which

' Ini ik 'm planning.
Managers had managerial training were likely to do long term pl g

: [ o || V O naKe e CO EX )f .
. . o I 1' u tl‘l I t P T.

P S

specifically planning.

i Strategic Management defined

‘ [ 'm strategic management.
Various definitions have been provided for the term strategic manag

i ) defi 1 ’ ollowing way:
David (1986) defines strategic management in the following

on, | ' raluation of
“Strategic management can be defined as the formt.llanop. 1mpl~enle%1tz'1)t(1rolnf';1:.11i jlxu”ttion
“Ctions*that \\fillvenable an organisation to achieve 1ts ()bj,ecél\/?b. 12?6 z:tsa.eix B
includes identifying an organisation’s intgmal strengths dl,l \'V-tf?on Se[t\n‘m b
eXternal opportunities and threats. establishing a com;-)an). 1315’5“(1 .deddil;g R
developing alternative strategies. analysing these Elltemauvml,'s‘.l a(r b dev;se oo o
execute. S}x'ategy implementation requires that a tnm estab 1% ; :.:)T;uu.ued bR
employees and allocate resources in a manner that will allow for g

. ; f formulation and implementatio
pursued caretully. Strategy evaluation monitors the resuits of formulatic =
activities,”

e



Wheelan and Hunger (1987) supply the following definition:

“Strategic management is that set of managerial decisions and actions that determines the long
tun performance of a corporation. It includes strategy formulation. strategy implementation
and evaluation and control. The study of strategic management therefore emphasises the
monitoring and evaluating of environmental opportunities and constraints in light of a
corporations strengths and weaknesses.”

Phese definitions of strategic management stress the importance of environmental scanning and
breanisational assessment for the purpose of formulating, implementing and evaluating strategies to
enhance organisational effectiveness and efficiency. Although their idiom is that of the private sector
ltm. company or corporation, it is clearly evident from the definitions given that the approach e
With the necessary adaptations. be useful for public sector contexts (David. 1986).

The underlying concept in strategic management is strategy. Strategy is detined as a set of

S/

decision-making rules for guidance B ousl Detaviout (Ansor, 1990): There arectols
distinet types of such rules:

l. Yardsticks by which the present and the future performance ot the firm is measured. The quality of

these vardsticks is usually called objectives and the desired quantity goals.
Rules for developing the firm’s relationship with its external environment:
what products- technology the firm will develop. where and to whom the products are to be sold.

how will the fim gain advantage over competitors. This set of rules is called the Business sti'ategy.

Rules for establishing the internal relations and processes within the organisation; this is

trequently called the organisational concept.

.4__

Che rules by which the firm conducts its day to day business called operating policies.

{ Ansoft . 1990,

16
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o the handling the increasing unpredictability, novelty and complexity. As the future becomes more
complex. novel and less foreseeable. systems become correspondingly more sophisticated. cach
complementing and enlarging upon the earlier ones.
The evolution of systems in general management an be grouped into four distinct stages of evolution:
| Management by (after the fact) control of performance: This included financial planning and
systems and procedures manuals and was adequate when change was slow and the future was
recurring.
2. Management by extrapolation; This included management by objectives, capital budgeting énd
Long range planning and was adequate when change was accelerated. but the future could still be
predicted by extrapolation of the past.
3. Management by anticipation: This included periodic strategic pvlanning and strategic posture
Management (this adds capai_bility planning to strategic planning). This was adequate when
discontinuities began to appear but change while rapid. was still slow enough to permit timely
anticipation and response.
+ Management through flexible/ rapid response: this is the currently emerging management
system useful under conditions in which many significant challenges develop too rapidly to permit
limely anticipation. This includes contingency planning and strategic issue management which is a
“real time” system that continuously collects information on forthcoming developments either inside
Ot outside the organisation which are likely to have an important impact on the ability of the

“hterprise to meet its objectives.
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Views on the Strateoy ljevelopment Process

There are two fundamental dimensions in strategy development
Goal orientation (what)

Process orientation (how)

' 3 outlined by Indenburg
Uhese dimensions result in four views of the strategy development process as y

1993:

I. Rational Planning

? i : i e development and
Rational planning is as a form of strategy development is concerned with th P

i ical considerations are the basis
lormulation of achievable objectives. Rational arguments and analytical cons

‘ ions f i Models of rational
for explicitly formulated options or optimal solutions for defined problems. Mo

1SS1 ic objectives of the
Planning are based on lterative strategy development. The mission and bas ] |

)
\la

i i 1 ice is native strategies.
Anisation are determined, after which a choice is made between altern g
' nd threats in the externa
Implementation plans are made based on an assessment of opportunities ar

. ' inter ' strategic management
tvronment. swrengths and weaknesses in the internal environment. The g

all in this rati ing vi : soff and Michael Porter.
authors who fal] ip this rational planning view are Igor Ansoff

2 Planning as a Guided Learning Process

{ i “strategic plans is an insufficient
I the eXperience of many organisations, the mere formulation of strategic pl 2

: T
\ ir S t reflect the complexity o
=Harantee of behavioural change by managers. Their mental modes do no
' “strategic plans guided-learning process
the waorld. as analysed in or during the preparation of strategic plans. The gt
. o = A .S

~reality, so th ’ may be discussed. In thi

Pproach attempts 1o introduce these mental models of reality. so that they may

:l 1€ D1 (.t:sb Str oV 1(: > t t " o i 11
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Jointacquisition of new insights is just as important as the detinition of exact goals for the desired

future. The learning process approach recognises that it 1s difficult or impossible to predict the future
eXternal and internal environment. and that organisations in a competitive situation in which the time

factor is often important must learn quickly. The author on strategic management who primarily fit

i this view is Chris Argryis.

3 . ;
3. Logical Incrementalism

This view of logical incrementalism recognises that the planned implementation of a strategy from A

to Z is an illusion. Every successful strategy development process has elements of goal orientation

and process orientation. The process develops in phases but each following phase builds on the
Previous phase and has its own internal logic: structure tollows strategy. but organisational structure
also impacts strategy development. Analysis and action are successive steps but ideas often manifest

themselves in behaviour. Logical incrementalism recognises the reality of strategic management

comprises steering goals as well as people. Authors supporting this view include James Brian Quinn

and Charles Handy.

+. Emergent Strategy
According to this view, it is not possible to develop a perspective of the future and formulate explicit

bbjectives in g unpredictable environment; instead. it is necessary to react in a flexible. opportunistic

and accidenta| manner to new. unpredictable developments and “muddle through™. Organisations are

"eeularly overtaken by developments. react in a non-structures manner and learn by their mistakes.

uthors supporting this view include Henry Mintzenberg.
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The lour alternative vi e ; :
ur alternative views of strategy development are inter-related and contain truths as reflections
Alatesmiachiied et b aa nf: ate . ; : :
practical activities of strategic management. They provide a balanced view ot goal and process
ortented strs e ; . -
ted strategy development and point out the need for corporate planners and managers to

underst e : : .
derstand the analytical and behavioural aspects of strategic management.

2.5 THE STRATEGIC MANAGEMENT PROCESS

The strateoic m: s : s e
alegic management activity is concerned with establishing objectives and goals for the

organisati - T S . : 4 g :
anisation. and with maintaining a set ot relationships between the organisation and the

Cl]\/’iromn Hladi st " . ‘ A . . : : g o
ent which: enable it to pursue its objectives; are consistent with organisational capabilities.

and: conti g ) 3 w1
ontinue to be responsive to environmental demands (Ansotf .1990).

The strategic ; i :
€ strategic management process is based upon the belief that key external and internal

cvents and tre . a2 Sy ! Sk . :
trends should continually be monitored. Organisations should pursue strategies that take

ddvantage of extern: s gl : : L .
4ge ol external opportunities. minimise the impact of external threats. capitalize on internal

strengths ¢ iz :
aths and mitigate internal weaknesses (David .1986).

Ki‘”’Ll
guundu (19K¢ s : ! ; s ’ :
(1989) observes that the strategic management process aims at identifying. articulating or

le\‘t‘lo NIng the or : ke 3 ]
Pg the organisation’s: Uniqueness and wholeness: Environmental opportunities and threats:

nternal g
al Strenothe - o 2 3 i .
ngths and weaknesses. or resource gaps; Current values and management philosophy.
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I'he process of strategic management involves:

13,1 Strategy Formulation.

: il fective management of
Strategy formulation is the development of long range plans for the effective manag

; v B . ST s and weaknesses. [t
chvironmental opportunities and threats. in light of the organisations strengths an
! ; e : specifying achievable objectives.
ncludes environmental scanning. defining the corporate mission. specifying achieve J

g ! 2 v . . s C
developing strategies and setting policy guidelines (Dess. 1987).

Envirnnmental Scanning

: : : s . . rnal environment and the internal
I'he environment of an organisation consists of the external environment and

| : : Str /, management must scan the
“hvironment. Before an organisation can begin to formulate strategy, managemen

' L 3 s and weaknesses of the organisation.
“avironment in order to identify opportunities, threats. strengths and weaknesses ¢ g

3 . . E {7 S e a
' : . b g in tun environment. There must be ¢
T be successtul OVEr time, an organisation must be in tune with its en

e : e AT S as to offer, as well as
“Hategic fit between what the environment wants and what the organisation has to 2

» c i well. 1992).
between what the organisation needs and what the environment can provide (Po

g : 3 . . i ‘oanisatl and not typically
The External environment consists of variables outside the organisation a yp

Al B qables form the context in which the
Within the short pup control of management. These variables form the context i

ore

anisat: : » ; 'ts: Task environment and societal
Hnsaton exists. The external environment had two parts: Task envin

: - at directly affect and are
“ironment. The task environment includes those elements or groups that directly ¢

fi - ' shareholder mment. suppliers. local
ultected by the organisation's major operations. It includes shareholders. governm pp

‘ oo ) - unions and special interest groups.
COmmunities. competitors. customers. creditors. labour unions and special interest group

: i . o that d irectly touch the short run
Phe socierg environment includes more general forces - those that do not directly

QCtivit : ; ~ Rl run decisions. These forces
dClivities of the Organisation but that can. and often do. intluence its long run decis

nclude S0¢io-cultural. political-legal and economic forces.
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Anal¥sts Bithe extemal shvifonthent provides information used to identify potential opportunities

and threats and they devise organisational strategies to deal with it.

The'Internal environment consists of variables that are within the organisation itselt but not usually
L e — management. These variables form the context in which work is done.

e organisations structure, culture and resources. By analysing its own internal

“apabilities an organisation is able to identify its unique strengths and weaknesses. Such an analysis

enables the organisation to identify the resources it has at its disposal that in turn allows the

Qliet

nisation deterrmine its capabilities. Research has identified a positive relationship between

environmental scanning and profits (Thomas et al. 1993).

o
Mission

A e statement is an enduring statement of purpose that distinguishes one organisation from

B similar oreanisations (David. 1986) Wheelan and Hunger define an organisations mission

. reason for the organisation’s existence. A well conceived mission statement

JSRRE Rindamental unique purpose that sets a company apart and identifies the scope ot the

L1 i

-t

ganisations operations in terms of the products offered and the markets served. The concept of a
corporate

Mission implies that a common thread should run through an organisation’s activities and

that organisations with such a common thread are better able to direct and administer their many

AClvities (Ansoff. 1988).

- Objectives
ol end results of planned activity. They state what is to be accomplished by when and

should be quantified if possible. David (1986) defines objectives as the long-term results that an

VgAY

Msation seeks to achieve in pursuing its basic mission. These objectives are vital to an



(‘)l(:’

anisations success because they provide direction, aid in evaluation. create organisational synergy.
reveal priorities, allow coordination and are essential for the successful management of organisations.

Without a considered. communicated and verifiable set of objectives. positive management ot the

Orgg

Lanisation becomes impossible. The comparison between objectives with current performance

reveals the gap, if any . to be filled in the future performance of the business. The objectives set for

N organisation over a specified time R i aReans baed fo appraise Tasorgprusation,

hence the requirements for specific, verifiable objectives.

Strategies

Al Glialant o strategy forms a comprehensive plan stating how the organisation will achieve its

mission and objectives (David, 1986). The purpose of a selected strategy is to take the organisation

tom its present position towards the goals it has identified for itself (Howe, 1993), Various strategies

could be pursed but as no organisation has unlimited resources, strategy decisions will have to
<hminate some possible courses of action and allocate organisational resources to others. These
strategic choices involve Judgment which are often based on upon subjective factors. In choosing
Srategies management must examine the gap between the expected and ideal outcomes vis-a-vis the
alternatives being considered . The size i e, s naine and whether or ot managemet belicyes
it can be reduced will strongly influence the choice of some alternatives over others. The choice of
MHAEEY is made in the context of the decision-maker and the decision situation.
:

5.2 Strs ' i
PR ategy Implementation
Tmplcmemmion R e < b any misasure one of the most vital phases in the decision
e rees i ' : ons i fim
aking process. Strategy implementation embraces all of those actions that are necessary to put the
st

SRR Practice. David (1986) states that strategies are not the end result of the strategic
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Management process. Strategic thought has to be translated into strategic action. In strategy

implementation management translates strategies and policies into action through development of

; : : A R sl e e S
brograms. budgets. and procedures. Although implementation is usually considered after strategy has

been formulated. implementation is a key part of strategic management.

Poor implementation of an appropriate strategy may cause that strategy to fail. An excellent

- : : ol ol sucee it can also
implementation plan however not only will cause an appropriate strategy to succeed but it can ¢

: : : : nine 1 ' e
'eSCUe a questionable strategy. Now more than ever before management is turning 1ts attention to tl

Problems of implementation. [t is increasingly being realised that a successful strategy depends on

W _ : O MR o e and ¢ ate
orantsation structure., resource allocation, compensation program. information system. and COrpors

: ; M s - coanisati which
culture among other resources. Supporting this view is recent research on organisations

"evealed that performance is not so much a result of organisation strategy but of the organisations

capability to carry oyt strategy effectively (Aaker, 1989).

Pl : '
Peisy ‘aluation and Control
==uation and Control

Lvaluation ang control is the process by which an organisation's activities and pertormance results

‘e monitored and actyal performance compared with desired performance. Although evaluation and

“ontrol is the fipg| major element of strategic management. it can also pinpoint weaknesses in

Previously implemened strategies and thus stimulate the entire process to begin again. Wheelan .-bmd

Hunger (1995, have developed a five step feedback model with which to evaluate U

rirstly determipe what to measure.,
Hccondly

establish standards of performance and tolerance limits of deviations.

Mhirdly Measure actual performance against standards of performance at predetermined times.
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lati Inst tolerance limits.
Fourthly analyse deviations against tolerance lim

' ' tolerance range.
' 1 : tput outside the '
Finally take corrective action if performance deviates from desired outp
“ally

ing future deviation.
S 1 at preventing future
\clion must not only correct deviation but should also be aimed at p

2.6 The need for strategic Management

1s of vital importance to
rateg! ement is of vita
Various reasons have been advanced why strategic manag

organisations:

1SS jectiv iggundu, 1989)
Organisation’s overall mission and objectives (Kigg

org
<

(0] hi

1sati d in some cases
: tion to adapt an
Which they oOperate. Strategic management helps an organisa
: : ; : ;
actively create their environment (Kiggundu, 1989) |
: > organisation
1l reats taced by the org

“1 Itimproves decisions about the future opportunities and threats tz

¥ 1vators ot people (
' 1 ich serve as powerful motiva
B e stimulates the development of appropriate aims which serve as p

Koontz et al .1980)

I ' 0

11 tlllcilllus oo ”[ o h ] roa E” SINg 5“( ‘eU’[(: nanageme e 101e

| strategl gement.
Mecesstul than those that do not use strategic manage

Strategic map

(

: ; "
I nitiate « and influence th

agement creates the ability to proactively initiate action a

el 3

UI‘gL

Wisational environment Steiner (1979)
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7 . . . 8 ) o
2.7 Limitations of Strategic Management

irstly scholars have r : ' i
v scholars have reduced strategic management to an over-simple list of concepts and this leads

users ol the cone 1 1evi hat i y ' ‘ 1 : '
he concept into believing that it can do more for them than is reasonably possible. Strategic

managen . A RRCHE i ; : £ i PO |15
agement has been criticised for depending too much on quantitative analysis which is now

becom; : ible i i
ng less poss ; R p ' i y
g less possible in an increasingly turbulent set of task and societal environments for most

organisations (Kiechel. 1982)

Secondly strateg; ' i ' ' :
ndly strategic management 1s only a partial approach to ensuring business success (Peters

and Watern 3 ‘ i i 1
nan. 1985). Strategic management 1s over-concerned with the management science.

quantitiable dj ' : : Ll - M Fh
dimensions of the determinant of business performance. Critics of this approach argue

that in additi l
o ¢ ]tl . i ] ~ % - . ~ 4
on to the "Hard S°s” of Strategy and Structure. business success comes trom attention to

(e S . S 3
[t aspects of systems. skills, staff and shared values.

Thirdly ¢ ir : : 1
v the environment of strategic management has become more complex. dynamic and

less predict A 3 i e
able. At the same time technology and other factors have made organisations more

L‘Omplcx requir , : , ) A i
fuiring extended lad times in making important strategic decisions. These two changes-

increased unpred; ili 4
: npredic : i : p ' '
i LdlLtablllly of the environment and simuitaneously a need for longer planning horizon-

have combined o red

uce considerably the value of corporate planning (Howe. 1993).
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2.8 Strategic Management in Developing Countries

Unlike that in developed countries. literature on the theory and practice of strategic management in

Preanisaitons in developing countries is very limited indeed. particularly for the indigenous

vrganisations in both the private and public sectors.- Why is this the case? Kiggundu (1989) suggests

o

the following reasons:

Firstly limited basic research

Phere is very little strategic management research on organisations in developing countries. The lack

ol basic research limits the possibility of informed decisions about utilization because the potential
users would have no useful knowledge upon which to base such decisions

Secondly highlv volatile environment

Oy
&

anisations in developing countries often face a highly volatile environment with too many

unknowns. Unexpected political changes, debt problems, hyper-inflation. staff turnover, and

"iemational competition create so much environmental uncertainty and complexity that managers

consider almost any planning or strategic management responses impossible. This causes a real
e el organisations are expected to respond to high environmental uncertainty by utilising
rategic Management. When an environment is especially volatile and organisations do not use
“trategic management to adapt or respond to its changes, they become even more vulnerable to tuture

sOvironmental threqrs. Thus they find themselves mired in a debilitating “Catch 227 situation

Thirdly wegk | ~ '
rdly weaknesses in the pertormance of critical operating tasks

Gt A ) : X y . | e i aic h P achieve i1ta
ttical OPerating tasks are the basic tasks of the organisation through which it strives to achieve its
Hssion, Managers in developing countries usually engage in crisis management and this results in

CESOITREE Wato o1 b, : PRGN, : S

Hrees being redirected from strategic management tasks to solve day to day operation problems.,
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Fourthly lack of strategic management skills and motivation

l

_ack of skills and motivation on the part of senior managers and administrators has also been blamed

tor their disinterest in the performance of strategic management tasks. The skills and experience

required for strategic management are especially rare. Problems also exist regarding the selection,

placement and utilisation of senjor B B o ppouiiment 1) bomade on the

basis of extraorganisational considerations, Even when proper criteria for selection has been

. . . ¥ 1 111 . ; d - |
followed. the appointees may not effectively be utilised as senior managers. For example they may

not be accorded authority commensurate with their responsibility and therefore may be unable to

make any significant strategic management choices. This limitation would obviously affect their

motivation ag well.

Fifthly nstitutional weaknesses

The existence of weak institutions and weak social and physical infrastructure may make it difficult

for organisationg o utilise strategic management. Many reasons can explain institutional weaknesses

' developing countries: These include i S i

Institutionalised. leadership: cultural and religious values and practices that emphasise the intluence

ot the past on the present rather than the independent planning of the future: lack of positive

reinforcemen o planning and strategic m anagement activities for the senior managers and their
SPecialists: lack of adequate technical and administrative support systems for etfective performance

of strategic tasks: and strong self interests that are best advanced without rather than with a clear

Organisation mission. Lack of reliable data or information about strategic aspects of the environment

IS not ¢ ' fect ' : L
0t conducive 1o effective strategic management ot organisations.
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| ‘Chapter Three

THE PUBLIC SECTOR ORGANISATIONS IN KENYA

- 3.1 Public Sector Organisations defined

For the purposes of this research public sector organisations wili be defined to include public

tompanies. corporations and statutory boards wholly owned by the government. as well as those

organisations in which the government has as those in which the government has a large minority

share (Collins. 1972).

3.2 The Position of Public Organsiations

~ 4 2
rat ; ¢ economy
Since Independence, the Kenyan government has encourages the growth of a “mixed” eco )

Ay : R ; - ic isations in
where private ang public organisations co-exist. Nearly all post-independence public organis

- _ ; : : : frican
Kenya were established in realisation of commitments made in the ruling party’s (Kenya Afri

National Unjop (KANLU)) manifesto and reiterated thereafter in the Government of Kenya Sessional

T y i ignorance and
Paper No.10 of 1965 These commitments included the elimination of hunger. disease. ignoranc

4 e ? - eoi ance and
Poverty, the decolonisation of the economy, the promotion of development and regional balan
Nerease in citizen participation in the economy and greater control of the economy.
Public Sector Organisations in Kenya are established with the expectation that:

' . - e cessarily financial
Y- They would carn a surplus and also accomplish other societal objectives not necessarily finan

n nature,

| o) . 2 . S n a1t T
B Tliny would establish businesses to provide goods and services deemed necessary o

development.
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¢) They would be used by international financial institutions and aid giving agencies in channeling

their loans.

d) They may engage in projects with large capital outlay which while necessary for development are

unattractive to the private sector

@

They may provide much needed direction, support to commercial enterprises and act as the

consumers watchdog: This applied to statutory bodies (Nyamongo, 1993).

Performance

Public sector organsiations in Kenya have received as much bad press from the 1980s as they

teceived good praise in the immediate post independence period as potential instruments of national

cConomic and social development. They have been criticised not only on the basis of their record of

performance byt also for the economic and social problems of the country as a whole. Public sector

Organisations are notoriously inefficient and they contribute substantially to many of the problems

hmdermg economic growth of the economy such as public sector deficits, domestic and foreign
L

0ITowing, and misallocation of resources. They are characterised by the widespread misuse of funds

due 1o lack of Proper internal management and control.

Some of this criticism is justified, because as several studies have shown (Aharoni. 1986,

Berg, 1981: Jones and Moran, 1982; Nellis, 1986; Shirley, 1983), the performance of Public sector

Organisations. no atter how measured. has generally been below expectations. They have not been
4ble to act ag effective agents of social change. Specific problems associated with Public Sector
“rganisations include:poor economic performance: overstaffing; overvalued assets: high debt ratios

il ; ‘ , take
+ausIng constant drajp on the national treasury: and non responsive top management unable to
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advantage of changing domestic and international commercial opportunities. [t is also true however
that public sector organisations are victims of circumstances beyond their control. They operate in an
cconomic. political. cultural and technological context that almost guarantees failure and in which
brganisational survival rather than profitability or growth is always the first priority of top

nanagement.

by . ot - oroanisations is often
Government intervention in the management of public sector organisa
dystunctional for several reasons:

s : . : i ' iate crises.
) Itis inconsistent, irregular and designed to deal with the immediate cr1

: b ical expertise to
b) Government officials often lack intimate inside industry knowledge and techn P

make informed judgments.

. . ' S i llreats-

I i < - se (Kiggundu, 1989).
operational difficulties a choice that in most cases simply makes matters worse (K128

" . . . ‘,
Why do some Public Sector organisations do well?

Not all Public sector organisations are poor performers. According to Kiggundu (1989), Public Sectol
Oreanisations that do well are those whose management capability, local technological capacity,
structures and control and incentive systems contribute to the effective performance of their critical .
bperating tasks and strategic management tasks.

Suceesstul Public Sector organisations are characterised by :

4) - simple structure and clear objectives

8%



b) technical competency and industry knowledge

¢) frequent business like contacts with the parent ministry

d) proper tinancial management control

¢) systemic human resource development and utilization.

i TS0 et mi ments of
In the late 1980°s. the Commonwealth Secretariat initiated a project to examine the eleme
g : R 5 : : T 1al innovations
Management used by successtul public organisations. They aimed to identify managerial inno
; ; . h { ce
that contributed to success, to translate the successful lessons into appropriate performan

: ; i ises wi formance.
‘mprovement strategies, and to develop turn-around strategies for enterprises with poor per

. ; . 3 ol 1s a remarks gree of
Although the enterprises came form a wide range of countries, there was a remarkable degr

: ; ; ; : P ; identified
“greement on the factors considered to be instrumental in achieving success. The factors iden

mcluded

1) Clear mandate from the government for individual organisations
®) Appropriate governance structure within which to be able to operate on this mandate

¢) Leadership
B Promotion of an enterprise culture including a profit-making orientation

©) A systematic and formal approach to Strategic Planning

) Positive personnel and training policies

S ; : Frhec ;A ha lic
i\lggmdu S argument and the conclusions of the commonweath secretariat suggest then that Pub

Sector Organisations can achieve better performance by utilising strategic management techniques.
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3.3 Strategic manageient in Public Sector Organisations.

As argued previously be various writers in management all organisations are open systems. They are
dependent on their environment for inputs which they process and provide back to the environment as
inputs. The successful use of any management techniques and approaches depends.on the
environment. [n order to see how the concept of strategy would apply differently in the public sector
ILis necessary to consider perceived differences between the private and public sector environments.
. Goals in the private sector organsiations are quantitative, unchanging, consistent, unified,
Operational, clear and measurable. Goals in public sector organisations on the other hand are
qualitative. variable, conflicting complex, non-operational, ambiguous and non measurable. These
differences in goals may be observed from the respective objective statements.

There is a difference in performance measurement. Even though objectives in the public sector

May sometimes be clear, their achievement is not measurable. Assessment of performance

therefore becomes very difficult. This dimension of performance measurement makes the concept

Of strategy differ in application.

Ga

Private and public sector organisations differ with respect to funding and external coalition.
Public sector entities obtain funds from a variety of sources; customers, local and central
sbvernment. grants and loans. They are therefore subject to a variety of controlling influences.
L tecipients of public sector goods and services pay a nominal charge and hence the degree to

Which their interests will be of paramount importance in strategic decision making may well be

small.
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Despite this seemingly visible difference in the environments of private and public secto

organisations there are several similarities as well;

: TR . . - - ir envir ective of
l. The organisations in the private and public sectors interact with their environment. [rresp
; L oo s ir ironment and
the sectors they operate in therefore the organisation must constantly scan their environr

respond to changes in it.

, Tl ‘ . e : i and planned
Organisations respective of which sector they operate in must engage 1n present p

tesource deployments in order to survive.

D

; ’ e - : -oanisi ing, motivating,
- Managers in both these sectors perform similar tasks of planning, organising . leading, g

controlling and evaluation This tasks require the skills of decision-making, communication. and
negotiation,

Both private and Public sector organisations have as their ultimate goal of maximisation of
stakeholders wealth: the shareholder in the case of private sector organisations and the general

public in the case of public sector orrganisations.

The public sector environment in Kenya today is constantly undergoing changes that make the
distinctiveness between public and private sector organisations less obvious. The demands made on
public sector organisations for greater efficiency in utilisation of resources and provision of goods
and services is growing from the general public and international donor agencies like the World Bank
and the International Monetéry Fund. The demands of globalisation have also resulted in public

SCClor organisations behaving more like private sector firms.
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The similarities i 5 ~ . . , v,
similarities in the operating environments of the public and private sector organisations suggests

o

that strategi : TS S5
L strategic management practices that have enabled more effective management of private sector

tirms can als - a S k. . iy .t ;
s can also be harnessed for the benefit of public sector organisations. The differences in the

org

’ll Ny L - i S ~ o ™ . .
anisational environments of private and public sector organisations, on the other hand suggest

that the differ s , : ; : G
at the different environments will have an effect on the nature of strategic management practices in

MBlie BB oA e wd / : ) ;
public sectoy organisations and these differences must be taken into consideration.

Ring and Perry (1985) argue that whereas the private organisation has entrepreneurial roots,

ublic oreanisati e i : . d :
l ¢ Organisations are created by some higher controlling authority. This authority is usually

compos 3 ' o i i isati I
posed of multiple and competing interests. Once the public organisation has been created its

mission 2 o : § : . ks .
Slon and objectives are still defined by the controlling authority on which it is also dependent for

is resources Rt s B ¥ Y .
ources. [n a sense the mission and objectives of the public organisation are predetermined by

Other Gl ritati : ; i £ 4 o
uthoritative bodies such as legislatures or higher authorities and are usually fixed and

unchangeable without their consent.
Hatten (1982) points out that it is difficult for public sector managers to state the overall

nission £ ! T AOTRe :
and objectives of their organisations as they are not so all-encompassing and measurable as

Increased profits « : A " . e LI
Protits, sales or market share. The effectiveness of reaching the mission and objectives is

ot as easy o : ; f < R
sily measured as many and varied interest groups are involved in rating the performance.

TS e (s alen o : e e
€W 1s also supported by Rainey et al (1976) where they mention the complexity of objectives

L i
public organisation in terms of its greater multiplicity and diversity, its greater vagueness and

ntangibility and its or : : { bhanord i '
g Y and its greater tendency to be involved in conflicting interests which require

compromise ; . ST , :
¢ and tradeoffs. Ring and Perry (1985) go even further to argue that the clear and

Unambiouous qre - S . ; ;
SHOUS articulation of objectives and strategy may be politically unwise as it may serve as a
la“\"inn i B Yiid
- = POt for opposition political groupings.

s
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Regarding decision rimking in public sector settings Rider (1987) emphasises that decision
making is a political process. In such a situation decisions are typically not purely rational but rather
incremental and adaptive and predetermined by interactions of political influence and sudden changes
in the environment. He further argues that strategig planning has to be accomplished in a pluralistic
environment where power is distributed among many and varied interest groups.

[t is also important to realise that decision-makers in the public sector situation have
distinctive characteristics. The public sector is usually characterised by at least two sets of decision-
makers. There are the less permanent representatives of the public and the permanent career officials.
Where the representatives are elected to office or appointed for political reasons, they have definite
political aims such as remaining in the favour of the electorate or appointing body. Career ofﬁcials.
on the other hand., are subject to numerous legal and organisational constraints affecting their ability
10 make autonomous decisioﬁs. They are usually only permitted to decide within the constraints of

policy and legal guidelines under the auspices of controlling authorities. These factors could have

Serious implications for the successful implementation of strategic management in public sector

settings ( Rider | 1987,
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3.3 Structural Adjustment

Structural adjustment is broadly defined as a comprehensive restructuring. management. and

coordination of a country's public, parastatal. and private sector organisations so as to make them
individually and collectively more productive and contribute more etfectively, on a sustainable basis,

0 the country's development goals. Structural adjustment is essentially a process ot identitying.

credting, changing, developing, nurturing, and sustaining a wide range of public and private sector
breanisations for the effective management of the economy and its constituent tactors.

Although strategies for structural adjustment programs differ across countries. the following
clements are the common:

1) Redefining the role and core responsibilities of the state in the management of the economy

b) [ntroducing

public service reforms for improving national and sectorial economic management
Impfoving management of public service organisations, programs, and projects

l:stablishing more active open participation in international trade

¢) Reducing price distortions and market imperfections

38 4 % g b .
| romoting the development of the indigenous private sector

lle‘oving human resource development and utilisation in both the formal and informal sectors

Assessing the role. structures, and performance of State owned enterprises for improved

Management, divestiture or privatisation.

Mhese strueryry) adjustment programs largely proposed by the World Bank and I[nternational

Monetary Fund are largely aimed at reducing the size of the public sector on the basis that private

SCCIor organisations have a better performance record. The poor performance record of pubhg sector

38



brganisations raises serious questions about the efficacy as an effective organizational form for |
: : o - : 85). However in spite
managing development. This view is supported by Killick (1983) and Wade (1985). Ho 4
. oanisati shoulc
v the problems facing these organizations the argument that Public sector organisations sho
hecessarily be sold of or closed is both simplistic.and unrealistic. Ghai (1985) argues that
' ; e ich consi “simple
performance measures used by advocated of divestiture and privatisation which consists of simp l
Fht T derlying Public
caleulations of profits and return on investment obscure the diversity of purposes underlyin

: j ' iesd by:
In Kenya the process of structural adjustment is charateriesd by

: ' ' ment
) Redefinition of the role of the state 1N economic manage

b) Public service improvements

¢) Removal of Price controls

dy p rivatisation

& P sector sat creates new cnalienges
g 1sati t 1 hall ng
. 1 [ganis ns operate creat
This ‘hangegy n the environment in which Public Or organisatio pe

. [ganisations i { ing ways:
anagement tasks in these organisations in the following

Mterference in their operations.

| t systems to
| . isati lop performance-based management sy
Secondly public sector organisations must develop p

or achi t of higher
ide | ' sers for achievemen g

mprove internal management and to provide incentives to managers
Performance levels.
Thirdly

&g \% \% ing ¢ ing and
‘ ‘e active en ironmental scanning, planmn:,

lc sector or 1 . Nngage 1 more ¢

pu li Sector organisations must eng

Management of ¢ogt controls.

39




From the above views on £he distinctiveness of the public sector the following implications can be
drawn:

1) Strategic management in the public sector may be extremely difficult (Ring and Perry, 1985)
h)

TR o, ; it reninte A sterid » different
lhe distinctive constraints imposed by the public sector context require a significantly dif

vy ‘ _ N g
setot behavioral responses from public sector strategic managers (Ring and Perry, 1985)

o
—

_ ” s Y xible and
Strategic management adapted to the circumstances of the public sector should be flexible

i S . : : £ : esses of
facilitate thinking about options, stimulate the interchange of ideas and accept the proc

political negotiation (Rider, 1983)

i e i : bes ified as
d) Strategic management should not be rigid and strategies must be capable of being modi '

New situations develop (Rider, 1983).

Ring and Perry (1985) identified four processes and skills needed by public managers to cope with

the demands of successtully |

: : i L i ge of
aunching strategic management in the public sector; the maintenan
l‘lexibility. bridging competing worlds, wielding influence not authority and minimising

discontinuity.

Maintenance of ﬂexibility

e . ; oae ing and emergent
Because the strategic management process should be high on developing changing and emerg

strategies, flexibility and adaptability is required of public sector managers.
T S : : A S : ic commitments and
This will include skills in managing the policy agenda. avoiding premature public co

ierpreting law ang policy creatively.
Brldgmg competing “worlds”

5) cil . ’ ; s o ildse ich have to be
Public managers function in at least two different cultural contexts (“worlds™) which have to

et T I : ; F ettty 'ms tor the
ridged. The political world has a particular moral character and set of distinctive norms f

.
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strategic management process. Simultaneously large segments of the public demand efficiency where

the tasks of government are executed without waste. Still others demand equity. fairness and

reasonableness.

The public manager has to cope with the particular relationships in the public policy process
where there are frequently competing constituencies and legislative members. For this the skills of

being able to Integrate competing viewpoints in decisions are important. Low levels of dogmatism
have to be maintained and open-mindedness is important.

Wielding influence not authority

Because many of the key actors in the public strategic management process are external to the

Organisation. skillful wielding of influence rather than high-handed wielding of authority is desirable.

The public manager must cope with confrontation without being controntational. For this, the

political skills of maintaining good relationships even with opposing groups outside and inside the

organisation and the capacity to convince these groups that they are treated fairly, although they may

be adversely affected by policy decisions, are important.

Minimising Discontinuity
Strategic m anagement in the public sector entails the management of discontinuity. Political

eXecutives have short and ulllcenain tenures and agendas change constantly. Successful public
Managers h

ave to manage to minimise discontinuity and address the gaps that discontinuity creates.

For this. knowledge of the political climate, the skill to clearly define the management task and the

ability o mobilise latent constituencies are important.
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; Chapter Four

RESEARCH METHODOLOGY

+.1 Introduction

\——
his chapter sets out the various steps that were necessary in executing the study thereby satistying
'S Objectives. There were two main objectives for this study:
e Investigate the state of strategy processes within public sector organisations in Kenya

b ‘ . ; . . 6 Pahd ;
il lnvestigate the problems in the development of strategy in public sector organisations. in

Kenya.

4.2 Scope of the Study

This study focused on Public Sector organisations in headquartered in Nairobi only.

AS earlier stated, this study took an analytical view. Such an analytical view has been taken in various-
Studies carried out to document strategic management practices of companies in different countries.
These include U.S.A (Ringbakk et al, 1976), Germany (Strigel, 1970), Netherlands (Eppink et al,
1976). South Africa (Woodburn, 1984), Nigeria (Adegbite. 1986; Fubara, 1986), Kenya (Karemu,

19928 . , : i : . 5
2, Tl study was cross-sectional in nature. Due to time constraints it was not possible to carry
oy ! ; e Raas B
Uthe sStudy over a period of tine (longitudinally).

4

3 Research method
T . : : 2

1€ Current study set out to collect data on various aspects of strategy processes 10 public sector

\)lga

fisations. The study aimed at determining how the environment in which these organisations
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Operate affects their strategy processes. It therefore required the collection of primary data on these
dSpects using a standard questionnaire to allow comparison between organisations. Quantitative data
Vas needed to facilitate comparisons between organisations. While this was the case. there was need
{0 maintain flexibility in the data collection process. This would help pick up unexpected information.
Which would help in interpreting and clarifying the numeric data collected. All these requirements
Suggested that the survey would be the most appropriate data collection method. Churchill (1988),
Emory ( 1985). and Paul et al (1988) give surveys and observation as the major methods of collecting
Ptimary data, Nachmias and Nachmias (1981) have grouped primary data collection methods irito
three broad categories : observational methods, surveys and unobtrusive measures. The choice of
Method g largely determined by the nature of data to be collected (Churchill, 1988).

For this research the survey was found superior compared to. the other methods of collecting primary

data for several reasons:

U In this study many of the variables could not be observed. as required under observational

methods.

The need to use probes to get additional information ruled out unobtrusive measures of data

collection.

4°3'11V_!E of Survev

After choosing the survey method of data collection. it is necessary to choose the mode of this
“ollection, There are three survey data collection modes; Personal interview. telephone interview and
Mail interyiew (Parasuraman. 1986). Tull and Hawkins (1987) add computer interview to this list.
Each of thege modes has ad\‘/antages and disadvantages attached to it. Personal interview offers more

.
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Versatility and is cheaper (in terms of time and money) than observational methods. However it i§
very poor at controlling interviewer effects. Mail interview is excellent at controlling for interviewer
effeets but poor at handling complex questionnaires. Telephone interview is excellent at offering a
high degree of sample control but only fair at collecting large amounts of data (Karemu, 1993).

the choice of mode should be dictated by the objectives of the research and required data (Nachmias
and Nachmisa, 1981: Tull and Hawkins. 1990). Tull and Hawkins (1990) add that resource
“Onsiderations are important.

ln this study many variables were being investigated. For many of the issues raised, some
SUpplementary information was necessary. As a result personal interview was found to be the most
dppropriate mode. Parasuraman (1986) indicates that personal interview has the potential of yielding
the highest quality and quantity of data compared to the other modes. [t also tends to be more

liENihle, Paterson (1992) advances similar views.

4.3.2 Tvpe of Interview

Nachmiag and Nachmias (1981) have identified three broad types of personal interviews: the
scheduled structured. non-scheduled structured and nonstructured interview. Peterson refines this
l'.\"DOIOgy further when he points out that personal interviews can be characterised by two dimensioné
the tumber of people being interviewed at the same time and the degree of the interview structure.
The datq required in this study was standard numeric data as well as supplementary data. For he
former | chos e to conduct structured interviews. Peil (1982) defends the use of structures interview

by Maintaining that by asking respondents the same questions in the same way 1t 18 possible to get
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broad and reasonably accurate views on the issues under study. [n addition to this, open-ended
Huestions and probes were used to capture useful supplementary information.
In this study [ chose to interview each individual separately. In each organisation studied the

Mierviewee was a member of the management team.

4.3.3 The Survey process

The implementation of the survey and subsequent collection of data was achieved in three main ways.
The construction of the questionnaire, selection of the public sector organisations to participate in the

Sludy and interviewing the various respondents.

Ollestionnaire construction

I'he questionnaire [ constructed had both open and closed-ended questions. The two types of
HUestions were necessary because as already indicated [ needed both standard and supplementary
data. Some of the questionnaire items were originally formulated. Others were taken from similar

“Mpirical studies carried out in Kenya by Aosa (1992) and Karemu (1993).

+.4 Population of study

'he Population of interest for this study comprises all Public Sector Organisations headquartered in
Nairobi; A provisional list of Public Sector Organisations obtained trom the Otfice of the President is
10 be used. updated by a list from the Parastatal Reform Commission and the Auditor Generals otfice.

This Jigg consisted of 42 organisations. A census survey was carried out of all organisations in the
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Population. This is to enable the researcher to draw accurate conclusions on strategic management
practices in Public Sector Organisations.

[ contacted 42 of the public sector organisations that constituted my population. Out of the 45_
public sector organisations appearing in the population 16 of them responded. This response rate
(38%) was acceptable compared to those achieved in similar studies such as Karemu (1993) 55%,

Aosa (1992) 15%, Adegbite (1986) 5%, Woodburn (1984) 7%. Wee et al (1989) 3%.

4.5 Interview process

The respondents were members of the management team in the organisation. It is this managers who
Were most familiar with and most involved in the strategy processes in their organisations.

The interview for each organisation was done in two stages. The first involved the respondent
Providing answers to questions contained in the questionnaires. The researcher in the _second part
Prompted the respondents to talk freely about their organisations to bring out clearly certain
nformation or clarify information filed in the questionnaire.

Insome of the organisations due to a constraint of time the researcher discussed the contents of the

questionnaire with the respondent and then returned later to pick up the completed questionnaire’
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Chapter Five
DATA ANALYSIS AND FINDINGS

5.1 Data Editing and Coding
The completed questionnaires were edited in the field atter completion of each interview. At the end
of the interviewing process. they were checked again and coded. Coding was necessary to facilitate

statistical analysis. The way each question was coded is presented in Appendix 3.

5.2 Classification of Organisations

[he analysis in this study required comparisons between groups of these public sector organisations.
First the whole sample was analysed. It was then split into subsamples and comparisons were made
between these. The basis of the subsamples was their profit orientation: For profit vs. Not for profit

organisations.

5.3 Data Analvsis

he data was summarised using histograms and barcharts. The data collected was then analysed using
descriptive statistics. This entailed proportions. percentages, means and frequency distributions. Since
the studywas investigative in nature. these measures were deemed adequate.

Further statistical analysis was necessary to bring out any signiticant differences between the four
subsamples (based on profit orientation and size). To facilitate this the a\/‘[ann-\‘y"hitney U test was
used. This test was chosen because a parametric test would not have been appropriate. Most of the

data was ordinal and categorical. When the data was divided into subsamples they were unequal. The
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distribution of the population was not known. Likert type profiles were also drawn (0 indicate any

visual differences.

5.4 Research. Findings

The results of this study will be represented in two parts. The first part will present the findings on the

€7

state of strategy processes in supermarkets. It will also address the issue of the problems Public sector

organisations face in developing strategies. [n effect this will be addressing the two objectives of the

study. The second part will present findings on the
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3.5 Organisation Details

This covered areas such as year of establishment (figure 5.1), number of employees (figure 5.2) . and

profit orientation (figure 3.3).

Figure 5.1 Distribution of public sector organisations by vear of establishment
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Source: Interviews

From the above figure 87.5% of the organisations (14) studied were established between 1961 and

1990, Of these twelve were established between 1961 and 1980. This can be explained by the fact

that most Public sector organisations were established in the tmmediate post independence era to

loster development in the country.
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Figure 5.2 Distribution by number of emplovees
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Source: Interviews

The average for all the organisations studied was found to be three thousand eight hundred and

seventy-seven employees (3877). Of the sixteen organisations twelve (75%)

tell below this average

and only three (25%) fell above this average. There was a large difference between the organisation in

terms of number of employees.
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Figure 5.3 Distribution by Profit orientation
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Source: Interviews

From the figure above Nine (56%) of the organisations studied were For Profit organisations. Seven

(44%) of the organisations were Not for profit organisations.
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5.6 Specific details about Public Sector Oreanisations

This section covers the findings on the specific questions posed to the respondents.

5.6.1 _Missions

Qut ol the sixteen organisations studied fifteen (94%) said they had a mission. Only one (6%) did not
have one. Of the fifteen. fourteen (88%) had the mission in written form. The organisaiton that did

not have a mission statement was in the process of restructuring and this restructuring would include

formulating a mission statement of the organisation.

Table 5.1 Mission

All organisations For Profit Not for profit
(n=16) (n=9) (n=7)
n Yo n Yo n Yo
Presence 15 94 9 100 6 86
Absence I 6 0 0 1 14
- Written 14 88 8 89 0 86
Unwritten | 6 | 11 0 ¥4

3.6.2 Objectives

Adl the respondents had set objectives for their organisations. These objectives were in written form.
Of these. four (25%) said these objectives were set at the top level of the organisations. Ten (63%)
said objectives were set at thle middl§ level and two (12%) said that the objectives were set even at the

low levels of the organisation.
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[Four organisaitons (25%) allowed EVeryone to participate in the setting of their objectives. Ten (63%)

organisation indicated that managers participated in the setting of objectives. Two organisations

indicated that only directorsparticipated in the setting of objectives.
Of the Sixteen organisations thirteen (81%) indicated that everyone in the organisation was aware of
the objectives. Two (12%) of the organisations indicated that only senior personnel were aware of the

organisation’s objectives.

Thirteen of the organisations indicated that they communicated the objectives formally through the

use of meetings, circulars, internal memorandums, staff workshops and press notices.

T'wo of the organsisations indicated that they communicated their objectives to employees informalily.

Table 5.2 Objectives

All organisations For Protit Not tor profit
(n=16) (n=9) (n=7)
n %o n % n Yo
Piesence 16 100 9 100 7 100
Absence 0 0 0 0 0 0
Written ) 94 8 89 7 100
Unwritten l 6 l 11 Wi 0



Table 5.3 Involvement in the setting of objectives

Top
Middle
Low

Source: [nterviews

Participation
Directors
Directors+Mgt
Everyone

Source: [nterviews

All organisations

(n=16)
n Y%
4 25
<0 S ¢
i 12

All organisations

(n=16)
n 0/0
2 12
10 63
4 25

For Profit

(n=9)
n 0/0
S 0
7 78
¢ 12
For Profit
(n=9)
n 0/0
0 0
5 56
4 44

Table 5.4 Communiéation of the Objectives

Communication

Everyone

Only Snr personnel
Formal

[nformal

Source: Interviews

All organisations

(n=16)
n Yo
13 81
2 12
13 81
2 e -

For Profit
(n=9)
n Yo
8 89
1 i
7 78
‘- 22

54

Not for profit

(n=T7)
n %
4 7/
5 43
0 0

Not for profit

el
n %
2 29
5 71
0 0

Not for profit

(n=7)
n 0/()
4 S
| 14
33 7l



5.6.3 Plans and Plamiing horizons

The types of plans were similar among the sixteen organisations studied. All the organisations had
linancial plans (budgets) in place. Twelve (75%) organisations had in place plans other than financial
ones. These included production plans, marketing, human resource development. project. new
product development.

The most popular range of planning horizons was 0-1 year with eleven (69%) organisations
indicating that they had plans in this range . Majority of this plans were financial in nature. Four
organisations indicated that they developed plans in the 1-3 years planning horizons. Nine
organisations indicated that they developed plans in the 3-5 years planning horizon. Only three (19%)
organisations indicated that they developed plans that covered a horizon of more than five years.

Table 5.5 Plans and Planning Horizons

All organisations For Profit Not for profit:
(n=16) (n=9) " (n=T)

n Yo n % : n %
FFinancial 16 100 9 100 i 100
Other: e b 7 78 2 71
Planning horizons
0-1 yr. e e 5 56 6 86
-3 v 4 23 1 11 3 34
3-5 vt. o 56 6 67 3 34
Svrs and beyond 3 19 2 22 I 14

Source: [nterviews

All the organisations indicated that once developed the plans were put in writing.

(]
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The planning processes of ‘thhe respondents were largely characterised by both informality and
lormality. Fourteen (88%) of the organisations indicated that they engaged in formal planning
meetings. Twelve (75%) of the organisations indicted that informal planning interactions were also
used in the process of formulating plans. Fourteen (88%) organisations indicated that they had
timetables tor plén plrepa,rations. Thirteen (81%) organisations indicted that they had clearly assigned

responsibilities for planning. Eleven (69%) organisations had a planning department.

Table 3.6 Presence of Written Plans

All organisations For Profit Not for profit
(n=16) (n=9) (n=7)
n % n % n %
Presence <. 100 9 100 7 100
Absence 0 ‘ 0 0

Source: [nterviews.

Table 5.7 Planning Process

All organisations For Profit Not for profit
(n=16) (n=9) (n=7)

n Yo i | % n. Yo
Formal 14 88 8 89 6 86
[nformal 19 . 7 78 5 71
Timetables 14 88 8 89 6 86
Assigned duties 13 81 7 78 6 86
Planning Dept. 8! 69 7 78 4 &7

Source: [nterviews
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5.6.4 Strategies

All the sixteen respondents iﬁdicated that they has strategies for their operations and that these
strategies were put in writing once they were developed. Fifteen (94%) of the respondenﬁ indicated
that they had a formal strategy development process while one (6%) respondent indicated that
strategy formulation was doﬁe informally.

Twelve (75%) of the respondents indicated that they had strategic plans and that these plans were
written down. Of the four (25%) respondents that indicated they did not have a strategic plan, two
were in the process of developing one and these plans were to be in place by July 31st 1998.

Five (31%) of the respondents indicated that strategies were formulated at the board of directors level
in the organisation while six (38%) indicated that strategy formulation was a process undertaken by
the top management of the organisation. Four (25%) of the respondents indicated that strategy

formulation was a process that involved everyone in the organisation.
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Table 5.8 Strategy Involvement

All organisations

(n=16)

n %
Presence of strategies
Presence 16 100
Absence 0
Written g )
Unwritten 0
Formal Devpt. 15 94
[nformal Devpt l 6
Strategic Plans
Presence 14 g
Absence 4 28
Written il 69
Unwritten l 6

Participation in formulation

Directors 2 31
Directors+Mgt 6 38

Everyone 4 5

Source: Interviews
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For Profit

(n=9)

Yo

100

100

89
11

67
33

Not for profit

(n=T)

n %

7 100
0

7 100
0

7 100
0

6 86

I 13

6 86
0



5.6.5 Environmental Scanning

The respondents were required to indicate the level of importance they attach to certain aspects of the
environment (both external and internal). Those aspects were ranked on a five point Likert scale. A

mean score was computed for each aspect (Table 5.9).

Table 5.9 Mean scores on various aspects of the Environment
Aspect » Mean score*
Political and Legal developments 3.86
General economic trends 4.63
Competitors ’ 3.38:
Market trends 4.25
Technological changes 3.94
Social and Cultural trends 3.06
Organisations [nternal resources 4.63

“Mean score - Ranked on a 3 point Likert scale

Source: Interviews

From the table above. it can be seen that all the aspects of the environment were considered important
by all the respondents. General economic trends, market trends and the organisations internal
resources were considered the very important in the planning process by all the respondents. Social

and Cultural trends were considered least by all the respondents in their planning process.
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[nformation on these various aspects of the business environment was collected in various ways. All
the respondents indicated that they collected the information formally from a variety of sources that
included; Newspapers. Gov¢rnment surveys and publications., Quarterly departmental reports, staff
workshops, periodic market surveys, competitors publications, trade magazines, periodicals. weekly’
reports from field offices, and the use of consultancy firms.

Those in charge of this activity include the corporate planning department for the respondents who
had indicated such a department exists in their organisations. Other departments charged with this
responsibility were finance, production, marketing, business development and public relation;.
Twelve (75%) of the respondents indicated that this activity was the collective responsibility of all
departments.

The respondents were also required to indicate their perception of the business environment they were
operating in. Most of the respondents (44%) indicated that the business environment they were
operating in was fairly turbulent. 31% of the respondents considered their operating environment
unstable. Only four (25%) of the respondents considered their environment stable.

Table 3.10 The Business Environment

Definition Frequency Proportion %
Stable 2 12.5

Fairly stable 2 128

Unstable : 5 i

Fairly turbulent i 44

Turbulent - 2

sSource: [nterviews
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5.6.6 Competition and Market Analvsis

Eight (50%) of the respondents in indicated that they regularly collected information about their

competitors (Table 5.11).

Table 3.11 Regular collection of information about competitors

All organisations For Profit Not for profit
(ﬁ=16) (n=9) (n=7)
n Yo n % n %
Yes 8 50 6 67 2 29
No 8 50 3 33 5 71

The respondents were also required to indicate the level of importance they attached to various
aspects of their competition and their market in general. These aspects were ranked on a 5 point

Likert scale. A mean score was computed for each aspect (Table 5.12, Table 5.13).

Table 3.12 Mean score on certain aspects of competition

Aspect Mean score*
(oals of competitors ‘ 2.94
Current business approaches 4.00
Position of their products in the market 3.31
Their marketing approach 3.06
Their tinancial strength S13

“Mean score - Ranked on a 5 point Likert scale

Source: [nterviews
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Table 5.13 Mean scores on certain aspects of the Market

Aspect Mean score*
Number of organisations that presently compete
with you 2:81

The organisations that ma enter your line of business

in the future ' 2.69
Suppliers of your raw materials 3.63
Buyers ot your product 4.00
Growth rate of the market 4.06
Production methods used by competitors 2.94

Products that may be developed to replace

vours in the market 3.06

“Mean score - Ranked on a 5 point Likert scale

Source: [nterviews

From the above tables itcan be seen that all aspects of competition were considered important except
for the goals of competitors. The current business approaches of competitors was considered very
important by all the respondents.

The growth rate of the market was considered very important by all the respondents in their market
analysis. The buyers of the organisation’s product and the suppliers of raw materials were also
considered as important. The other aspects of market analysis were not considered important by the

respondents.
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5.6.7 Tools and Techniques

All the respondents indicated that they utilised various tools and techniques in their planning
processes. Twelve (75%) indicated that they used the analysis of Strengths, Weaknesses.
Opportunities and threats (SWOT), Eight (50%) respondents indicated they used Key factor analysis,
Thirteen (81%) indicated that they used Forecasting methods. Four (25%) indicated they used

Portfolio models. and Five (31%) of the respondents indicated that they used Computer planning

models in their planing processes (Table 5.14)

Table 5.14  Tools and Techniques used in Planning

All organisations For Profit Not for profit
(n=16) (n=9) (n=7)

n %o n % n %
SWOT 2 75 6 67 6 86
Key factor analysis 8 50 5 56 3 43
Forecasting 13 ' 81 8 89 : 71
Portfolio models 4 o 2 22 2 29
Computer planning 3 31 3 33 2 29

Other

3.6.8 Management Training and Development

Fifteen (94%) of the respondents indicated that their organisations run management training and

development programmes for their managers while only one (6%) respondents indicated not running

such programmes in the organisation (Table 5.15).

This management training and development programmes were conducted in various ways;
Types

s In-house workshops and seminars

« [n-country and overseas non-academic and academic professional courses

» Organisation’s training schools
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e Annual Management workshop

e [Exchange programmes with similar organisations in and outside the country

o Through management institutions

Determined byv:

» training needs identified and organisational objectives

» needs detected after staff appraisal has been conducted

Table 3. 15 Management training and Development programmes

All organisations For Profit Not for profit
(n=16) (n=9) (n=7)
n Yo n %o n %
Presence ) 94 8 89 7 100
Absence l 6 l 11 ‘

5.6.9 Problems in strategy development

The response to the question on the problems public sector organisations face in the formulation of
strategies included a variety of reasons;

o Unpredictably of external factors such as the weather, market conditions, prices of inputs.
e [ack of current information about the environment

» Political interference against prudent management decisions

» shortage of financial resources

» Constantly changing government policy creating uncertainty

e Negative social and cultural attitudes

o Restrictions created by le}gislation

+ Lack of performance measurement measures

» Difficulty in getting all managers for meetings

» Rividity and resistance to change in key operation areas

o Lack of management consensus in matters of strategy

~
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» projectionist tendencies

« Lack of operational and performance measures

« Luck of training in strategic analysis. and understanding of the need for it
» Market instability

« Trade liberalization

« Government policy changes

« Political interference

+ Bureaucracy leading to delays in strategy implementation
+ Empire building

» Ostrich like approach to problems

« Rapidly changing technology

[Lack of financial resources

5.6.10 Government Influence

The response to the question on how government regulation affected the organisation in terms of

development of strategies indicated the following ways;

« Appointments of the CEO and Board of Directors who sometimes are inefficient and ineffective -
due to wrong professional backgrounds

« Sourcing and expenditure of finance is subject to bureaucratic procedures which results in delays
in strategy formulation and implementation

« Changes in Government policy result in rapidly changing strategies

« Political interference results in poorly developed strategies
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5.6.11 The Likert Tvné Profiles

Before the Mann Whitney U test was conducted a Likert type profile was drawn. This was meant to
visually present any differences between the subsamples with respect to environmental analysis.

competitor analysis and market analysis (Figure 5.4).

From the protile below it can be concluded that the two subsamples of organisations; For Profit and

Not For Profit;
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Figure 5.4 Likert type profile - Based on For profit and not for profit Public sector

Organisations.
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5.6.12 Findings from the Mann-Whitney U Test

The Mann-Whitney U test was carried out to establish if the differences revealed by the Likert
profiles were statistically significant. This test was based on the environmental, customer, and market
analysis. [he conﬁdence level was set at 95% (5% significance level). This test reveaied that theie
were no significant differences in the strategy practices between the For Protit and Not For Profit
Public Sector Organisations. The visual differences revealed by the Likert profile were not found to -

be statistically significant.
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Table 5.16 Results of the Mann-Whitney U Test - Subsample based on profit orientation

Raw Score

Not For Profit: 2837 60 63 77 79 85
For Profit: 2554707073 75 84 87 93
- Raniks
Not For Profit Organisatiohs For Profit Organisations
1
5
2
4
5
6
¥
1.3
9
10
i
!
13
14
e
16
n = n=9
R=_ 3583 R= 83

Source: Interviews
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3.7 Comparison with other Empirical Studies

(n this section the findings o‘f this study are compared with those of other studies carried out on
strategy activities in Kenya and abroad. Shumpusho (1983) studied selected organisations in Kenya '
and found that most of them had mission statement that were written. This is similar to the findings of
this study. Fifteen (94%) of the organisations studied indicated that they had a mission statement and
Fourteen (88%) organisations indicated this mission was written. This is contrary to the findings of
Aosa (1992) who studied private manufacturing companies in Kenya and found that majority. of the
companies had no explicit mission statement.

Adegbite (1986) studied twenty companies in Nigeria found out that all these companies had
formal corporate objectives, in many cases well written down and well articulated. Shumpusho
(1983) studied selected organisations in Kenya and found that 67% of the organisations studied had
written objectives. This 1S sfmilar to what I found out about the Public Sector Organisations [ studied.
All sixteen organisations indicated that they had written objectives. This findings were however
contrary to those of Aosa (1992) and Karemu (1993), both of whom found that in most cases the
organisations studied had unwritten objectives. The findings of this study on the communication of
objectives differ with those of Adegbite (1986) and Karemu (1993) who both indicated that only
about 30% of the organisations studied communicated their objectives to all their emploﬁes. [n study
§1% of the organisations studied indicated that they communicated the objectives to all their
emplovees formally through the use of meetings, circulars. notices among other methods.

Findings by Adegbite (1986) and Shumpusho (9183) on planning practices were similar to
those of this study. Adegbite noted that many of the companies he studied had lt'airly well developed

corporate planning systems in operation. Shumpusho found that strategic planning was very well
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done among the companies he studied. All the companies studied used existing tools in carrying Aout
corporate planning. Corporate planners were staff specialists conversant with strategk planning
techniques. In this study all the respondents had fairly well developed planning systems in place with
69% indicating that they had a planning department in place and 88% indicating that formality
characterised their planning processes. Over 50% of the organisations in this study indicated they
used the tools and techniques of SWOT analysis, forecasting and Key factor analysis but few
indicated the understanding and use of portfolio models and computer planning models. All
respondents indicated that once developed these plans were written down. The findings on planning
horizons in this study were similar to those of Karemu(1993), Aosa (1992) and Fubara (1986). This
studies found that most firms engaged in short term planning. In this study 69% of the organisations
developed plans in the horizon of 0-1 year. However this study found that a significant number of
organisations developed plans in the horizon of 3-5 years (56%). These were mainly plans for various
departments including production, finance, and human resources.

The findings of this study indicated that all respondents had strategies for their operations.
This is similar to the ﬁndingé of Karemu (1993) and Shumpusho (1983). Formulation of these
strategies was largely by the management with only 25% of the organisations in this study indicating
that everyone in the organisation was involved in strategy formulation. This finding on participation
in the organisation is similar to those of Adegbite (1986), Fubara (1986), Aosa (1993) and Karemu
(1993). This can be explained by the environment in which management is practiced in Africa where

the emphasis is on authority and power with decision making being centralised at the top.
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Chapter Six

Overall discussion of results

6.1 Summary and Conclusion

This study was conducted with the following objectives:

1) To investigate the state of strategy processes within public sector organisations in Kenya

b) To investigate the problems in the development of strategy in public sector organisations in
Kenya.

[n chapter two various components of the strategy development process were detailed. These included

environmental scanning, missions, objectives, strategies and plans.

Majority of the public sector organisations studied had explicit mission statements that were
written with only one organisation indicating that it did not have a mission statement. Most of the
organisations understood the usefulness of the mission statement to the organisation.

All the organisations studied. indicated that they had objectives. Majority of these objectives were
written with only one organisation indicating that the objectives existed only in the minds of the
directors and top management. Most of these objectives were set at the top and middle levels in the
organisations. Participation in the setting of objectives was also done by directors and managers in
the organisations studied. Most organisations studied indicated that they communicated the objectivés
lo evervone in the organisation through formal methods such as circulars. notices, press releases and
staft meetings.

Planning was formally done in the organisations studied. Majority of the organisations

indicated that they had a mixture of plans for their operations the most common ones being budgets.

production and marketing.
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The planning horizons differed depending on the type of plan. Budgets had a short planning horizon
(0-1 vear). Majority of the organisations studied had budgets. The next popular planning horizon was
the 3-3 vear one. Majority of the organisations that indicated having plans in this time span indicated
that these were mainly production, financial and corporate plans. The commitment of the

‘ organisations studieﬂ to planning was indicated b}Ir the existence of separate planning departments in
majority of the organisations. The planning process in majority of this organisations studied was
characterised by the use of timetables and the assigning of duties to specific people. Majority of the
organisations studied used several planning tools and techniques. The least understood and used were
portfolio and computer planning models.

All the organisations' studied indicated the presence of written strategies for their operations.
Majority of them also had written strategic plans. Majority of the organisations studied indicated that
only directors and managers participated in the formulation of these plans.

The chlgx'al economic trends and the market trends were considered the most important
aspects of the environment by all the organisations studied. Majority of the organisations considered
their business environment unstable. Despite this environmental considerations only half the
organisations studied regularly collected information about their competitors. For the organisations
that did the current business 5ppr0aches of con;lpetitors was the most imponant aspect of competition.
Most of the organisations studied indicated that the most important aspects of the market were the
arowth rate of the market and the buyers of their product.

Majority of the orgaﬁisations studied indicated that government influence in their strategy
processes was negative. The appointment of incompetent directors and chief executive officers and
veneral political interference were the most common types of negative government influence and

these resulted in poorly developed strategies leading to poor performance.
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Bureaucracy and red tape in approval of strategies and plans was also a negative influence which
resulted in delays in formulation of strategies and poor implementations of the same.

;Vlajo‘rity of the organisations studied encountered the same problems in their strategy
development processes. The most common problems included the instability of the external
‘environment (weather. market conditions), lack of current information about the environment.
shortage of financial resources, lack of operational and performance measures, lack of training in

strategic analysis for decision makers and political interference against prudent management

decisions.

6.2 Implications of this study

The findings of this study indicate that Public sector organisations practice some aspects. of strategic
management. They develop missions, objectives, strategies and plans and scan their environment.
According to the models of the evolution of strategic management discussed in chapter two, the
public sector organisations studied are at the stage of Management by anticipation/ Strategic
planning. They are seeking increased responsiveness to markets and competition by trying to think
strategically. Discontinuities have begun to appear in their previously stable and predictable
environments and they must anticipate these change in order to survive.

While the organisations in this study had well articulated missions. objectives, strategies and
plans. a lack of commitment to the same by top management and other employees of the
organisations resulted in poor implementation. As a result the benefits of the use of strategy, such as
better organisational performance, suggested in the literature review are not enjoyed by these

organisations.



[For strategy to be effective it must be a process that all employees of an organisation are involved in,
aware of. and commuitted to. This was not the case in the organisations studied. In majority of thé
organisations only directors and top managers were involved in the formulation of tl{e missions,
objectives, plans. and strategies. Despite the fact that these were then communicated to all employees

by majority of these organisations, there was little commitment to them because employees did not

feel like they had a stake in the achievement of these goals.

6.3 Limitations of this Study

Some of the limitations of this study arise out of the use of the survey to collect data. The weaknesses
of survey research are potential limitations to this study. These weaknesses include:

Surveys are obtrusive and as such can affect respondents’ responses:

Self reporting is not always accurate and true:

The use of a structured questionnaire predetermined the questions respondents were supposed to
answer. [n some cases respondents answered questions even when they did not understand them.

The second limitation was the paucity of past studies on which to base this one. This therefore
meant that this study collected information on various aspects of strategy and this may have sacrifices
the benefits of a narrowly focused study.

Thirdly there were practical constraints. The researcher was operating within a limited time

period and with limited resources. The researcher was conducting the interviews on her own. This

arfected the number of organisations visited.
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Though the findings of this study have been compared with those of studies done elsewhere. a

number of factors need to be taken into account:
The other studies were carried out in different countries and at different times:

Even those studies carried out in Kenya were carried out in the private sector. The variations

- observed may be reflective of the sectoral differences.

6.4 Recommendations for further research

This study documented strategy practices in the public sector in general. In this respect it is
recommended that a study of strategy practices be done on organisations in different industries in the
public sector. This would provide further insights into strategic management practices in the public
sector.

This study concentrated on the aspects of strategy formulation as opposed to the entire
strategic management process. In this respect it is recommended that a study can be conducted to
document aspects of strategy implementation, evaluation and control in the public sector.

With ongoing changes in the environment of public sector organisations studies can regularly
be conducted to document the effects these changes have on strategic management in public sector

organisations.
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Appendix 1: List of Public Sector Organisations Visited
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. National Social Security Fund,

. Capital Markets Authority,

. Investments Promotion Centre,

. Industrial and Commercial Development Corporation,
. [ndustrial Development Bank,

. Export Promotions Council,

. Kenya Broadcasting Corporation,

. Jomo Kenyatta Foundation.

. University ot Nairobi,

. National Oil Corporation of Kenya,

. Kenyatta University,

. Central Bank of Kenya.
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Nvayo Tea Zones Development Corporation,
Agricultural Development Corporation,
Agricultural Finance Corporation,

Kenya Agricultural Research I[nstitute,

Kenya Airports Authority,

Kenya Bureau of Standards,

Kenya Commercial Bank,

Kenya Dairy Board,

Kenya [ndustrial Research and Development Institute,
Kenya Literature Bureau,

Kenya Medical Research Institute,

Kenya National Capital Corporation,

Kenya National Examinations Council,

Kenya Pipeline Corporation Limited,

Kenya Post Office Savings Bank,

Kenya Posts and Telecommunications Corporation,

Kenya Railways Corporation,

Kenya Reinsurance Corporation,
Kenya Revenue Authority,

Kenya Sisal Board,

Kenya Sugar Authority,

Kenya Tea Development Authority,
Kenya Tourist Development Corporation,
Kenya Wildlife Services,

National Bank of Kenya,

National Cereals and Produce Board,
National Hospital Insurance Fund,
National Housing Corporation,

East African Portland Cement Company Ltd.,



Appendix 2a: Letter to respondents

Violette Kang'oro,
MBA Programme,
Faculty of Commerce
Lower Kabete Campus.
0. Box 30197,
Nairobi.

18th May 1998.

«JobTitley
«Company»
«Address1»

«City»

Dear Madam/ Sir

[ am a Masters student in the Faculty of Commerce University of Nairobi. In partial fulfillment of the

requirements of the Master of Business and Administration (MBA) [ am conducting a study on
"Strategic Management in Public Sector Organisations".

Your organisation has been selected to form part of this study. To this end , I kindly request your
assistance in completing the attached questionnaire which forms an integral part of this research
project. The information and data is needed for academic purposes and will be treated in strict
confidence. A copy of the research project will be made available to your organisation upon request.

Please find attached a copy of my introductory letter and my research authorization permit.

Your cooperation 1s highly appreciated.
Thank vou.

Yours sincerely,

Ms. Violette Kang oro
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UNIVERSITY OF NAIROBI
FACULTY OF COMMERCE
MBA — PROGRAMME
LOWER KABETE CAMPUS

hone: 732160 Ext. 225

rams: “Varsity”, Nairobi P.O. Box 30197
®: 22005 Varsity Nairobi Nairobi, Kenya.
INTRODUCTORY LETTER: - D61/7888/96
Violette N. Kang'oro is a Masters student in the Faculty of Commerce,

University of Nairobi. 1In partial fulfilment of the
requirements of the Maste;s in Business and Administration (MBA)
is conducting a study on " | STRATEGIC MANAGEMENT IN PUBLIC

SECTOR ORGANISATIONS'".

Your organization/firm has been selected to form part of this study.
To this end, we kindly request your assistance in completing the
questionnaire which forms an integral part of the research project.
Miss Kang'ore' "will be responsible for the administration of the

questionnaire. Any additional information you might feel necessary
for this study is welcome.

The information and data required is needed for academic purposes and
will be treated in strict confidence. A copy of the research project
will be made available to your organization/firm upon request.

Your cooperation will be highly appreciated.

Thank you.

—ordinator



OFFICE OF THE PRESIDENT

Telegraphic address: “RA1s” XERTONYHX RRASIONI XX
Telephone: Nairobi 227411 Z P.O. Box 30510

When replying please quote - NAIROBI
Ref.No. Opd/dj;S/OOI/ZSC 78/2 : 19th( Ma,V '19 98

Violette Nyokabi Kang'oro,
P.O. Box 62856,
NAIROBI.

Dear Madam,

RESEARCH AUTHORIZATION

On the basis of your application for authority to conduct
research on "An Investigation of the State of Strategic
Management in Public Sector Organizations, I am pleased to let
you know that your application has been considered and
approved. Accordingly you are authorized to conduct research
in Nairobi as from May, 1998 to 31st duly, 1988,

You are advised to pay a courtesy call on the Provincial
Commissionqr, Nairobi before embarking on your research
project. You are further advised to avail two copies of

your final research report to this office upon completion-
of your research project.

Jours Taichiully,

FOR: PERMANENT SECRETARY/ ,. §
PROVINCIAL ADMINISTRATION o

o alinel Rrovincda il Commissioner,
NAIROBI.



Appendix 2d: Questionnaire

Questionnaire

Strategy Processes in Public Sector Organisations

—

. GENERAL INFORMATION
. Organisation

2

. Year of Establishment

3. Orientation
(a). For Profit

(b). Not for profit

4. Number of Employees

i

. Incorporation
(a). State Corporations Act

(b). Other (specify)

6. Title of Interviewee

7. How long have you been with this organisation?

[I. MISSION AND OBJECTIVES

8.(a). Do you have a mission statement for your organisation?
(b). It ves, Is it a written Statement?

V. (a). Do you have objectives set fo: your organisation?

(b). It ves. at what levels are these objectives set?

(¢). Are these objectives in written form?

(d). Who participates in setting objectives in your organisation?
(e). [s everyone in your organisation aware of these objectives?
(). How do you communicate these objectives?

[II. PLANNING IN GENERAL
10. (a). What type of plans does your organisation develop
(1). Financial
(11). Other (Specify)
(b). What time periods do these plans cover?
0-1 yr.
1-3 yrs
3-3 yrs
Syrs and beyond
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Yes / No
Yes / No

Yes / No

Yes/ No

Yes / No




(¢). Indicate when these plans were first developed in your organisation.

(d). Are these plans written once they are developed? Yes / No

1. Indicate whether the following features characterise your planning process:"

(a). Formal planning meetings Yes/ No
(b). Intormal Planning interactions Yes/ No
(¢). Timetables for plan preparations : Yes/ No
(d). Clearly assigned responsibilities for planning Yes/ No
(¢). Have a planning department Yes / No

2. Indicate the extent to which information on the following factors is considered in the plannmg
process:

Given

Not prime

considered consideration
(a). Political and Legal developments | 2 3 4 5
(h) General Economic trends 1 2 3 4 5
(¢). Competitors 1 2 3 4 b)
(d). Market trends i 2 3 4 -5
(e). Technological changes 1 5 3 4 5
(1). Social and Cultural trends 1 2 3 4 3
(¢). Organisations internal resources l Vi 5 4 .

[5. How do you collect information on the various aspects of your business environment?

l4. Who is in charge of this activity?

|5. Would you describe your business environment as stable or turbulent? Please indicate your
perception on the following scale?

Stable Turbulent
| 2 4 5

o
J

IV. DEVELOPING THE ORGANISATION'S STRATEGY
16. Has your organisation developed strategies for operation? Yes / No

| 7. Please describe the process by which you arrive at decisions regarding your organisations strategy
(e.u. who participates. information inputs, actual deliberations. etc. )
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I8. Are your organisation's strategies put in writing once they are developed? Yes / No

19. Do you have Strategic Plans? Yes/No
20. It ves are they in written form? Yes /No

21. Please tell us the problems (if any) that your organisation encounters when developing strategies.

22. Does your organisation regularly collect information about your competitors? Yes/No

23. Indicate the importance your organisation attaches to the following aspects of your competitors: *

Totally Very

unimportant important
(a). the goals of the competitors | 2 3 4 3
(b). Current business approaches 1 ) 3 4 3
(¢). Position of their products in the market 1 2 3 4 5
(d). their marketing approach 1 i 3 4 5
(¢). their financial strength ] g i 4 5
(). Other (specify)
24. Indicate the importance your organisation attaches to information on the following;:

Totally Very

: unimportant  important

(a). the number of organisations that presently 1 2 3 4 5
compete with vou
(b). the organisations that may enter your line 1 ‘s 3 4 .
of business in the future
(¢). suppliers of your raw materials 1 2 g 4 gt
(d). buvers of your product 1 2 3 4 q:
(¢). growth rate of the market 1 2 9 . g
(). production methods used by competitors | ) 3 4 3
(g). products that may be developed that can
replace yours in the market | p) : 4 5
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V. TOOLS AND TECHNIQUES

23. Listed below are a number of tools and techniques that may be used in developing strategies for
an organisation. Please indicate if you use any of them.

(a). Strength. Weaknesses, Opportunities, and Threats Analysis Yes/ No

(b). Key Factor Analysis Yes / No
(¢). Forecasting Yes/ No
(d). Portfolio Models Yes/ No

(¢). Computer Planning Models Yes/ No..
(). Others (Specity) :

VI. GOVERNMENT INFLUENCE

26. How does government regulation atfect your organisation in terms of development of the
organisation's strategies?

VII. ADDITIONAL INFORMATION
27. Have you ever had any training related to planning? Yes / No

28. Do vou run management training and development programmes for your managers? Explain.

THANK YOU VERY MUCH FOR YOUR CO-OPERATION
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Appendix 3: Coding of questions

1. Mission Statement

Presence |
Absence 2
Written |
Unwritten 2
2. Objectives
Presence |
Absence 2
Written 1
Unwritten o

Levels at which objectives are set

Top |
Middle %
Low 3

Participation in setting objectives

Directors 1
Directors+Mgt 2
Everyone 3

Communication of objectives

Everyone 1
Only Snr personnel 2
Formal 3
[nformal 4

3. Plans and planning horizons
Tvpes of plans
Financial 1
Other:

o

Planning horizons

0-1 vr 1
-3 yrs 2
3-5 vrs 3
Syrs and beyond 4



Presence ot written plans
Presence |
Absence 2

Development of plans
Formal |
Informal 2

Planning Characterictics

Timetables 3
Assigned duties 4
Planning Dept. 3
4. Strategies ;
Presence 1
Absence 2
Written |
Unwritten 72

Development of Strategies
Formal l
[nformal 2

Participation in formulation

Directors 1
Directors+Mgt i
Everyone 3

5. Collection of Information about competitors
Yes 1
No 2

6. The Business Environment

Stable 1
Fairly Stable 2
Unstable 3
Fairly Turbulent 4

Turbulent 5



Appendix 4:

Raw and Mean scores for the Likert Profile

Political and Legal developments
- General Economic trends
Competitors

Market trends

Technological changes

Social and Cultural trends
Organisation’s internal resources
The goals of the competitors
Current business approaches of

competitors

Position of competitors’ products in
the market

Competitors’ marketing approach
Competitors’ financial strength

The number of organisations that

presently compete with you

The organisations that may enter
vour line of business in the future

-

Suppliers of your raw materials
Buyers of vour product

Cirowth rate ot the market
Production methods used by.

competitors

Products that may be developed
that can replace yours in the market

Key: G1 = For Profit Organisations G2 = Not for Profit Organisations
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