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ABSTRACT

The current  ever increasing environmental — challenges — facing — organizational managers
propelled the rescarcher to study  and determine whether the real time  strategic — issue
management practices are put in place to ensure that these changing challenges are given
immediate attention.  Kenyan organisations  faced  with unfamiliar and novel  strategic and

operational issues may survive il mechanisms are put in place to address these issues as they
unfold.

The study's objectives were to establish the practices of real time strategic issues responses in

Kenyan firms and to identily factors that determine these practices .

The sample was a census survey of all companies (# 54) quoted in Nairobi Stock Exchange.
Vhis  census included companies classified in the Main Investment Market Segments
(Agricultural, Commercial & Services, Finance & Investments, Industrial & Allied);
Alternative Investment Market Segment; and — the suspended  equity listed companies. 1t did
rot therefore include  companies exclusively classified in - Fixed Income Securities Market
Segment. The Rescarcher chose all listed companies because  they  represent broad spectrum

ofthe seetors in- Kenyan economy.

Structured Questionnaire instrument was used (o colleet the data . The data was analysed and

presented using descriptive statistics and factor analysis. 57 percent of the sampled companies
responded to the study.

The results of the  study reveals that:

Significant number of companies studied  practice real time SIM and that company structure is

the most influencing factor in execution of real time SIM

One of the  study constraing was that 23 companies did  not respond. This implies that it was
difficult to determine the practices and factors in these companies which did not respond.

In conclusion, the study revealed that the companies studied  practice real time SIM



The real time SIM practices/ methods used  varied among the companies  studied with  Issues
Impact and ranking method being relatively more popular  than the rest, followed by SWOT
based on current information  method, cross impact analysis method, and simple environmental
impact analysis method . However no company studied used  Euroquip method as described by

AnsolT (1990).

The study also revealed that most of these companies studied  tend to refer urgent decisions o

the top management .
[t was found out that the factor that influence real time SIM practices most IS company

structure followed by company size, profitability, competition, top management , infrastructure

and technology in that order.

Vi
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CHAPTER ONE:  INTRODUCTION

1.1

Background

In his article "The Dilemma of Globalisation Process". Granda (2000) asserts that the
world in which we happen to live is not static at all, but is object of deep transformation.
This implies that today's manager should be accorded an enabling environment o

exercise entrepreneurial managerial skills towards meeting the global challenges.

McKenna (1997) gave the following real time message: Companies will learn about the
technologies of real time in the only way they truly can - by adopting them and putting
them to practical use. They will deploy them not to predict the future but to live virtually
on top of changing patterns and trends aflecting every sphere of their business

environment, making rapid and continuous refinements in their way of doing business.

McKenna further asserts that when action and response are simultancous, we are in "real
time", Companies best equipped for 21 Century will consider investment in real time
systems as essential to maintaining their competitive edge and meeting — their customers'
dynamics. Real time wrecks hierarchical organisations by making possible instant access

to activities of all stripes - anywhere, anytime, all the time.

He also concluded that society and technology are in a continual dance, each moving
and swaying in response o unanticipated moves by the other. Real time technology
swiftly embeds itsell in everything, everywhere, profoundly affecting the marketplace

and every business participating in it. Since new consumers are never  satisfied

customers,  managers hoping to serve them must work to eliminate time and space

constraints on service. 1t is therelore necessary  lor the organizational managers o

understand  real time  technological advancement and indeed put it in practical use. This

may facilitate proper execution of real time strategic management.



According to Ansofl’ (1990 )  Strategic Management is a systematic approach to
position and relate the firm to its environment in a way which will assure its continued
success and make it sccure from environmental surprises. In other words, they say,
Strategic  Management is a systematic  approach for managing strategic change which

consists of the following;:

1) Positioning of the firm through strategy and capability planning
i) Systematic  management ol resistance during  strategic

iplementation

i) Real time strategic response through Issue Management

This strategic management evolved overtime. According to Ansoll' & Mcdonnell (1990
) there are 4 Broad Steps In Evolution of Strategic Management .

The  First  step was taken in 1950's when firms  invented a systematic approach to
deciding the business domain and its future direction. This was accomplished  through
the process ()I'Slrulcgic Planning. The analytical part of this approach is called Strategic
Formulation

Ihe  second step  was taken in 1970's . when it was discovered that the internal
configuration (Capability) of the firm was to be transformed whenever a firm makes @
discontinuous change in its strategy.  The process of determining the capability need to

support the new strategy has been named "Capability Planning”

I'he third step was taken in the late 1970’ in response to the growing frequency of
rapidly developing discontinuities in the environment which were unpredictable in their
consequences, particularly social-political and technological — discontinuities. To cope

with these, the* firms begun 1o use a real -time strategic response technique called  1ssue
Management

Ihe fourth and most recent step (1980's)  evolved  from the organizational resistance
which was encountered by carly efforts to implant strategic planning into the firm. The

approach involves a comprehensive management ol discontinuous change, which takes

3
.



account of psychological, sociological, political and  systematic  characteristics  of

complex organizations.

Ansofl' (1987 ) distinguished  stiotegic managament {from Strategic  Planning . Te

asserts that Strategic  Plannig, is an analytical  process which can be referred to as
management by plans and it is focussed on making optimum strategic decisions, directed
at business . cconomic and technological variables.  On the other hand, strategic
management is an organisational action process focused on producing  strategic results:
ic. New markets . new products and/or new  technologies; and it broadens the focus to
include psychological, sociological and political variables. Strategic managment consists
of Formulating strategices, Designing  the  firms  capability, and  Managing
implementation of strategics and capabilitics.

Thus strategic planning is about choosing things to do. while strategic management is

about choosing things to do and also about the people who will do them.

Strategic Management also incorporates  management controls. — According to Pearce
(1997) | there are two types of controls. These are Strategic controls  and Operational
controls . e therefore identificd 4 types ol strategic controls which includes :Premises
control (Assumptions or Predictions) . lmplementation control | Strategic surveillance,

and Special Alert control .

He observed that operational control  are systems guide which monitor and evaluate
progress in meeting short term objectives. While strategic controls focus on long term,
operational control provide post action evaluation and control over short periods -
usually within one year. To be eflective, operational control systems must take 4 steps
common to all post action  control- Set standards o performance, measure actual

perlormance, identily deviations Trom set standards, and initiate corrective action,

But 10 b tely and  ellective, the above controls may — require good judgement,

However, according to Rao  (199%), good judgement is not enough to make good
strategic decision ; that a thorough analysis is required.  Strategy is a matter of figuring

3



out what the arcoa is: only then does  exceution becomes an issue.  Strategic questions

help managers cnvision their “tennis court™ |

It may also be stated that one of the benefits to be derrived from timely and eflective
strategic managerial controls is to add value to the organisational goals and to ensure
survival. Pumpin (1993) stated that  the highest organisational goal must be pereeived to
be maximising benelits  for all stakcholders, which solves the problem of survival much
more neatly.  Any given entity  continues in existence il this function is fulfilled. For
this to happen, organisations  must create flexiblilty within it. Flexibility implies  quick
adaptability  to new directions, ability to learn and capacity to keep an open mind . In
his paper about what really makes factories flexible,  Upton (1996) found large
differences in the flexibility of the plants. e concluded that much of the variance in
plant flexilibilty (both range and mobility) could be explained by managerial action; the
extent to which managers emphasised the importance of a particular kind of flexibility to
operators - rather  than by the structural characteristics of the plant.  Plants whose

managers, had not made flexibility a clearly understood goal were much less flexible than

those whose managers had. (Hayes., Pisano. & Upton 1996)
L )

Therefore  where environmental turbulence is discontinuous and surpriseful,
organisational flexibility and realtime judgements/decisions are necessary so as to
enhance effective analysis and diagnoses to novel strategic issues. According to Ansoll
and Mcdonnell (1990), Strategic Issue Management (SIM) relies heavily on Strategic
Surverllance through environmental scanning and special alert controls and also employs
the technique of Objeetive Gap Analysis to ensure that operational controls and also
employs the technique of Objective Gap Analysis to ensure that operational controls are
in place. This requires organisational capability which facilitates management Response
to Surprising changes.

According 1o AnosofT (1990), if a firm fals 1o respond 1o a threat, the losses caused by
it will continue to accumulate. But, sooner or later, most firms will take counter
measures. The strategic response process 1s initiated once the rational trigger point is
reached. They define Rational tngger point as the point at which cummulated data show,

with a high degree of confidence, that decline of performance will not be reversed



and that special countermeasures are required.  They recognised the  following
descriptive  models in which  firms  respond o unfamiliar, momentious and fast
changes: Decesive management  which  occurs il the managment reacts at the rational
trigger point without further  delay ; Reactive management which  occurs if the
management start of response is delayed past the rational trigger point 3 and  Planned
Management  which uses nonextraporative forecasting  to identify threats and
opportunities posed by strategic discontinuities. This may permit “before- the -fact”
anticipatory responses. They asserted that the start of response is delayed past the
rational triger  point duc to 4 contributing factors: systems delay, verification delay,

political delay and unfamiliarity delay.

For a firm to enhance preparedness in handling surpriscful events, it needs to augment
the timeliness in managerial response to surprising changes . Real time Strategic Issue

Management (SIM) becomes necessary .

Heath (1986), observed that  not until the mind - 1970s when  Chase coined the term,
was - “Issues management” identified as a specialized and increasingly important
corporate function. e observed that speaking as chairman of the Issues Management
Association, Chase (1982) oflered the following widely quoted definition: “issues
management is the capacity to understand, mobilize, coordinate, and direct all strategic
and policy planning functions, and all public affairs / public relations skills, toward
achievement of one objective:  Meaningful participation in creation of publig policy that

afleets personal and institutional destiny.

According 1o Ansoll” (1990), SIM is a systematic  procedure for carly identification and
fast response to surprising changes both inside and outside an enterprise. SIM is "real
time" |, continuously preoccupied with strategic issues throughout the year. This implies
continuous review, and updating of key strategic issue list impacting either positively or
negatively on an enterprise. It involves continuous surveillance and identification for the
"hot and urgent” issues/factors which need immediate attention. Unlike long range
planning and  strategic planning systems which are done in a discontinuous environment,

5



1.2

SIM should be chosen and practiced in both surprising and discontinuous environmental
turbulence. Depending on the relative expected impact of an issue, firms which practice
SIM are capable to identify and separate urgent strategic issues from the delayable and

postponable issues quite early and put up mechanisms to solve such urgent issues.

Environment in Kenya has been  changing  due to its economy being  faced with
tremendous changes- ¢.g. advancing communication technological , dynamics of culture,
multi-party era, withholding-releasing -withholding  of  IMI/World Bank funding,
political power play. cconomic recession, dilapidation  of infrastructure etc. This
implies that companies may be better placed  to deal  with changing environmental
demands il real time SIM is practiced.

Statement Of The Problem

Given the current uncertainty and — surprising — environmental turbulence in the global

context, and more so in Kenya. there is a need to institutionalize flexibility and dynamism

in planning and implementation ol projects.

No longer can any enterprise rely on historical trend or projected trend  without critically
observing , analyzing and cvaluating "surpriselul events and issues" which aflect the
known trend- be it external, internal or performance.  With the onset of global market
competition facilitated by ¢ commerce, "things" are changing pretty fast - occasionally
changes taking place in the opposite direction of the known  trend or of the projected
trend. Information is now transmitted workdwide within seconds. Tn a discontinuous and
surprise environmental turbulence,  management process  should be  flexible , dynamic

and entreprencurial so as to allow timely response 10 novel and unexpected strategic
issues.

However, some empirical studies done  in Developing  Nations  indicated that

management  process are characterized by  burcaucratic  tendencies ; characterized by

authoritative patterns of management Aosa (1992) also concluded that  strategic

4]



planning models as practised in western world  needed  modification and adaptation
before being applied in - African Nations because the  environmental  factors (such as
cultural, power play, political —influence and interference cte) in Alfrica  takes  a
different dimension  and therefore need to be pereeived  ditlerently.

Yet, (and with exceptions)  many companics quoted in Nairobi Stock lixchange may be
Jointly owned by both focal and overseas investors who may require consultation before
making decisions.

The above issues implies that  real time response may be compromised.  This also

discourages  the entreprencurial  decision making process which s critical in real time

management.,

1.3 Research Questions

To able to respond to surpriseful changes, managers need to be empowered at their local
offices to deal with urgent issues which have major impact on their organisations. But
does this happen? Are managers of Kenyan companies currently empowered to make
decisions on real time? I they are, do they identify and prioritize issues which have
major impact on their organisations? What could be the factors which influence real time

responsc?

This study shall attempt to answer the above questions and therefore document the real

time strategic issuec management practices in Kenya.



1.4

The Study Objective

a) To establish the Practices of Real - Time Strategic  Issues response in Kenyan
firms
b) To identify factors that determine the Practices of Real - Time Strategic  Issucs

response in Kenyan firms

Significance of the Study

Managers- The use of SIM  promotes flexibility, dynamism, adaptability, novelty in
meeting the surprise environmental — changes aflecting  their domain. It promoies

managers strategic thinking when addressing the issues allecting their customers .

Academicians- It shall be interesting o know whether managers out there distinguish
between Strategic Management  from Strategic Issue Management or they treat the two
as one and the same thing. This might propel the fectorers to redesipn their teaching,
approach - (o emphasis more on - real time management techniques. Currently our
universities more or less emphasize on traditional strategic management . Although this
forms a good conceptual framework, it leaves MBA students not fully prepared in
issucs of real time strategic response which is currently critical in ever increasing

surprises experienced in Kenyan Environment.



CUHAPTER TWO: LITERATURE REVIEW

2.1

i~

Introduction

This section presents the literature review on the concepts of Stratepy and real time
Strategic Issue Management (SIM). The literature available based on Kenyan context is
scanty —and limited in scope. Such literature includes studics done by MBA students of
the Nairobi  University, — government publications such as Annual Liconomic  Surveys,

Policy Papers. and liconomic Review by Central Bank of Kenya cte.

However the Western and Japanese literature is useful in Kenya, and more so to this
study because globalisation, c-commerce, email, internet ete all implies that  what

happens in these countries may be applicable to the Kenyan environment
Concept of Strategy

Newman (1989)  asserted that a strategy  focuses on basic long-term direction, s
primarily qualitative, provides guidance for preparation of short term plans, s realistic
and action oriented and is understood throughout the top and middle levels  of the
organization. ‘They indicated that the strategy of a company should have the following,

parts: Domiain soupht. ditlerential advantages meoserving the domain, stratepic thrusts

neeessary including their approximiate timing, and expectation of target results |

.

According to Ansoll and Medonnell (1990), strategy aligns the organisation with its
external environment. Strategy seeks to bridge the gap between current position of the

organisations 1o its future intended direction.

Porter (1985) asserts that strategy means what a company does, how it actually positions

iself commercially and conducts competitive battle.



Bowman (1998) observed  (hat strategy can be viewed in three levels for orge
organizations with several business. These levels are corporate strategy (which deflines
the envelope vision of (he company, mission statement . objectives and  corporate
culture);  Strategic business unit {SBU strategy (- which defines the competitive arena

and SBU's capabality); and functional strategy (which addresses the operating plans of
the company).

Pearce (1991) asserts that in smaller organizations, the three levels are compressed into
the corporate strategy. Ansofl' (1990) however noted (hat strategy is important in so far as

It assisls companies (0 cope with changes arising from cver inercasing environmental
turbulence.

Crainer (1995) observed that traditional hierarchies are ill equipped to respond to speedy

decisions making process demanded by the challenging environment.

Katzenbach and Santamaria (1999) noted that many organizations have therefore resulted

in restructuring to enhance flexibility, employee participation and customer orientation.

Crainer described the characteristics of the new organization as being flexible, non-
hicrarchical, participatory, creative, entrepreneurial, emphasize on team work, driver by

corporate goals and make use of the powerful tool of information technology to sustsin

Its competitive advantage.

Burnes (1998) observed that the unstable and unpredictable conditions in which
organizations have to operate today means that the ability to think strategically ard to
Manage strategic change successfully are key competitive strengths for a sustainable

competitive advantage

Aosa (1988) deflined strategy as solving a strategic problem, which is, a misma.ch

between the intermal charactenstics of an or ganization and its external environment,

10



Johnson (1999), defined strategy as the direction and scope of an organization over the
long term: which achieves advantages for the organization through its configuration of
resources within a changing environment, to meet the needs of market and to fulfill
sharcholders expectation. They also noted (hat  strategy development of organisation s
better described and understood typically in terms of continuity or  "momentum" of
strategy:  that punctuated equilibrium of strategy development entails a tendency of
strategies to develop increamentally with periodic transformational change - with periods
of relative continuity. periods of incrcamental  changes. periods of flux and period of
transformation.

This punctuated — equilibrium may imply that the intended strategy (desired  strategic
direction deliberately  formulated and planned by managers) is far from the reaised
strategy (strategy actually being followed in practice). Real time responses to changing
environment and managerial - pereeption may be one of the reasons to explain this.
Johnson asserts that cultural behaviour. political process and power play may result in
imposing some strategic dimentions and  also making some ol the intended stratepy fail

to be realised

However, Mitzberg and Quinn (1991), observed that strategy itself is really about
continuity not change. But they also noted that to manage strategy is frequently to

manage change - to recognize when a shift of a strategic nature is possible, desirable,

necessary and then to act.

There is no doubt that through the studies done in Kenya, though a few in number ¢nd
limited in macro coverage, strategic management practices are evident in some Kenya's
organizations. Example include Aosa (1992), Karemu (1993), Kombo (1993 ), Kang'oro

(1998),



Strategic Issue Management (SIM):

Pearce (1997) define strategic response as the set of decision and action that resu'ts in
the formulation and implementation of plans designed (o achieve a firm’s objectives. It is

thus a reaction to what is happening in the environment of the organization.

Further, Tlenry (1995) observed that discontinuous environmental change requires
discontinuous upside ~down thinking. This implics empowering employees in decision
making and making organizational structure flatter and flexible. Teath (1986), observed
that - Sophisticated new technological options and changing demographics encourage
forward - thinking organisations to pay attention as never before to the interests and

needs of specilicd audiences (stakeholders).

Heath  (1986) mentioned that the proponents of strategic issucs managment assert that it
is unique in the following ways: It is proactive rather than reactive, it allows companics
(o intersect problems at an carly stage, and it requires application o substntial

empirical and qualitative analysis o solve corporate planning problems.

leath conclude that strategic issues management is also a breakthrough because its
systematic corporate matrix function demands a synergism that reaches beyond
traditional department boundaries for establishing a platform of fact, value. and pelicy in
corporate performance while communicating with — targeted publics  (incuding the

company’s senior manager).

Heath continues to argue that not everyone is as optimistic or enthusiastic about issue
management. Responding to the Jones and Chase augments, Ehling and Hesse (1983)
doubt that it is as innovative or extraordinary as its proponents clim. This was based on
their own reasoning in a survey of Public Relations Society of Amenica (PRSA)
members. They argue that issue management calls for nothing beyond the effective use of

SOV e other ssnes monitonnge stoateries vpacally comployed today



2.4

As Ansoff and Mcdonnell (1990) asserts, environmental changes have become more
complex and novel. As future becomes more complex, novel, and less flexible, sysiems
become correspondingly more sophisticated. Where the environment is unpredictable and
full of surprises, management by flexible and rapid response is needed. Such
management requires creativity, novelty, flexible and entreprencurial approach. This
requires managers to practice Strategic Issue Management, contingency planning, weak
signal issuec management and surprisc management. The planning of positioning
responses is an organization wide process lasting several months and involving many
levels of management. It is too slow and cumbersome to copc,: with unanticipated "mid
year surprises". With increased environment surprises, firms have begun to use real - time
systems called strategic issue management (SIM). They also noted that SIM is simple to

install and manage and does not interfere with the existing structure and systems.

Therefore  according to Ansofl (1990).  SIM offers the (ollowing benefits: — timely
preparedness and unﬂcipuliun ol new developments:  promotes quick internal reaction
time;  response (o problems which may arise from any - source- economie, political,
social. technological: a lightweight system. not aflected by organisational size and

complexity: compatibility with most organisational structures and systems.

Practices for real time SIM

Real time strategic issue responses are necessary (o facilitate the firms preparedness in
handling the impending issues which may have profound impact on the firm, Real time

implies solving an issue as it comes (say within the same month) without any delay.

Accordmg 1o Ansofl (10), o diflerent SIM prachices can be dentilied which  have

been referred 1o as SIM - analytical technigques.  (These technigues are more or less

graduated modification of one from the other )

Fhe  first one is the use of a snple environmental impact analysis which analyzes one

event/ . . . : N
et/ tremd ot a time and does not concern itsell with their interdependence

13



Threats/Opportunities and  future  Strengths /Weaknesses  can be identified from the
continuous  surveillance of three sources (external  environment trends,  internal
capability trends, and performance trends). The continuous  surveillance ensures

identification of sudden, fast and potentially surpriseful changes.

The second technique is a more complex procedure called cross-impact analysis  which
can be added in order to estimate the likelihood of simultancous occurrence of several
events/ trends. This analysis produces clusters of events/trends ‘which are likely to impact
together on the firm and facilitates identification and preparedness  of probable future

disaster scenarios or opportunity scenarios.

These two approaches may be complemented by the SWOT matrix. SWO'T idenitifics
the threats and opportunities posed by each issue and matches them to the historical
strengths and weaknesses of the firm. Opportunities which can be captured using the
firms  relevant slrénglhs are given high priorities; opportunities which require
capabilities which are weak in the firm are not pursued; Threats which can be avoided
using the firms strengths are vigorously avoided: Capabilitics which are too weak for
response to serious threats are built up and converted into strengths. The underlying

assumption in the SWOT analysis is that the historical strengths and weakness will

remain there in future.

The third techniques is more claborate  which is referred to as the issue ranking

approach. It involves a continuous environmental surveillance through  trend

analyses(external environment, internal capabilities and  internal performance); SWOT

identification; Impact and urgency of the trends are estimated and presented as key

W onjor
threats or opportunity is perceived. Then together with planning stafl, top managiment

Strtegic msues 1o top manapement ol frequent mectings and whenever o ne

SOrts issues into one of 4 categories

. Highly urgent issues of far-reaching  effeet which require immediate

attention. (e, Urgent Issues)



r &

. Moderately urgent issues of far-rcaching cffect which can be resolved
during the next planning cycle. (ic. Postponable Issues)
. Non-urgent issues  of far-rcaching  eflect  which  require  continuous
monitoring. (ie. Delayable Issucs)
. Issues that are “false alarms™ and can be dropped from  further
consideration.(ic. Minor Issucs)
The urgent issues are assigned for study and resolution, cither (o existing organisation
units, or to special task forces. The resolution of issucs is monitored by top managment
both for strategic and tactical implications. The list of the issues and their priorities is

heptup-to-date throuph periodic review by the top managment.

Fhe fourth technique which was first developed and used by a French consulting firm

named Euroquip may been referred to as "adding the Euroquip Matrix" to the issue
ranking approach above. In this case, the impact and urgency ol issues are done afier the
ranking approach above. In this case, the impact and urgeney ol issues are done afler (he
synergy analysis. Both positive and or negative synergy evaluation is done for the issuc's
impact and issuc's urgency. A positive synergy occurs when strengths and or weakness
arc applicable to responding to threats and opportunities. A negative synergy oceurs

when neither strengths nor weakness help deal with threats and opportunitics.

SIM and ()rg;ll-lAisa(iunM Factors

According to Ansofl (1990) , there are  factors that may influence SIM practices These
factors include top management's response behaviour towards diagonising  perceived
trends. The urgency of real time  countermeasures 1o be undertaken to arrest pereeived
losses or 1o exploit a perceived opportunity . may be  determined by the  man gement

response at /or before/ or afler the rational trigger point

Ansoll’ also  asserts that the use of Weak sipnals  may determine effectiveness of the

SIM responses



Other factors include  Company size Orpanisation structure,  ownership and control,
Industry - competition, culture, Technology.  Tonovation . Changing Environment,

performance results, Infrastructure cte.

[t can however be noted that (as have been indicated above ), real time  strategic  issue
management requires flexibility and managers  empowerment to be able to make mn line

decisions .

But Yavas (1985) argued that African companies were  characterized by authoritative
patterns of management. Decision  making  process was centralised to a small group of
top managers whose decision were communicated throughout the hicrarchy in form of

strict orders.

Imoisili and Nambudiri (1978) concurred by observing that African managers tended to

centralize decision-making and use little delegation and committecs.

Aosa (1992) findings concluded that  strategic  planning models as practised in western

world needed modification and adaptation before being applied in- African Nations.

Ansoll (1990). asserted that External environmental faictors may have major impact on
corporate perlormance . In Kenya's context, there are external developments which may
affect both strategic and operational  issues F'conomic Review (November 2000)
indicated that  Kenya's GDP for the previous 8 months declined o 0.4% compared (o
1.4% of the same period in 1999, The  environmental reasons for slowdown was piven
as  prolonged drought, poor infrastructure, insccurity, insuflicient delivery of publie
service (corruption sic) | mismanagement of farmers institutions ele.

Management needs to institutionalise Strategic responses so as o enhance  preparedness

in effectively addressing these external environmental factors.

Ican however be stated that there  are cmpinical evidence (though limited in scope) on
the existence on stratepic responses i Kenyan fioms. o his stwdy on investigation on
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management  of Strategic Change on companies listed in Nairobi Stock Exchange,

Gekonge (1999) found out that significant proporiion of Kenya firms do trend analysis to
predict the future.

In a study of the strategic Reponses by Kenyan companies following liberalistion,
Abdullahi (2000) found that firms in Kenya are in favour of the need to respond to the
changes in the environment. These firms made moderate adjustments in their strategic

variables in order to cope up with the increased competition.

Njau (2000), in his study on strategic response by firms facing changes in competitive
condition: The case of East African Breweries Ltd, he found that EABL has been

remarkable in responding to the competitive threat occasioned by liberalization.

Garashie (1999) in a study on Determination of factors influencing projects delays in
water progress in Kenya found out that quality project management, operating
environment, motivation of workers, infrastructure, inadequate resources were

determinant factors influencing water project delays in Kenya.

2.6 Summary and Conclusions of Literature Review

In conclusion, the above literature review reveals that the concept of strategy is
multidimensional and environmental dependent. The environment itself is dynamic and
discontinuous and therefore real time strategic management is necessary to enhance
organizational preparedness in meeting novel turbulent challenges. For real time SIM to
be effective, organization need to empower its managers in making critical decisions
and a strategically thinking organizations. However, it has been noted that there are both

environmental and intemal issues, which may hinder effective execution of real time
SIM.

The above findings relate 1o this study in that the questionnaire instrument used was, 1o
some extent based on these findings.
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CHAPTER THREE : RESEARCH METHODOLOGY

2%
—_

3.2

Introduction

According to Frankfort (1996), one objective of rescarch is to contribute to the
development of a systematic verifiable knowledge. This involves applications of
systematic procedures in order to discover answers to questions which concern issues and

activities in the natural word.
Research Design

This study was be based on exploratory survey which is a rescarch methodology that is
used to study the general conditions of people and organizations. 1t investigates the
behavior and opinion?e of people usually by questioning them .

There are many types of reseach designs which include experimanental, survey, case
study . archival analysis etc. For the purpose of this study, the Research Design used
was Cross Sectional Survey Method. In cross sectional surveys, different fators/
variables  which are vital in research are identificd  at a particular point in time
(specified time- accross the board).  These factors and variables should be pood
representative of the population hetrogeneity . The factors and variables are then putin a
format (mostly a questionare instrument)  and subjected 1o respondents o give their

responses
Population

The population  consisted of all Kenyan companies quoted in Nairobi Stock Exchange.
At the time of doing this study (January 2001), there were 54 companics  whose shares
are quoted in Nairobi stock exchange . Out of these § equity  listed companies were
suspended from trading  for being unable 1o meet the revised minimum requirement (o be
listed in any segment



The population of interest was composed of all 54 companies since it could be interesting
to know whether there could be differences in real time SIM response between the listed

and suspended companies.

These companies cover the following Main Investment Market Segments (MIMS):

Agricultural (no.4), commercial and services (no.8), Finance & Investments (no.11),

[ndustrial and allied (no.10), Alternative Investment Market Segments (AIMS) (no.10).

[n addition, there are those under suspension- equity (no.5).

(NB: It does not include Fixed Income Securities Market Segment- FISMS, whose

commercial papers are traded therein but ordinary shares are not listed).

The justification for selecting these companies includes:

e For a company to be listed in Nairobi Stock Exchange, it must be reasonably
sizeable in terms of turnover and employment. These are significant indicants of
economic contributions of a country.

e. These companies represent a wider scope of reference in terms of economic
sectoral presentation.

e These companies are subject to public scrutiny (Annual Financial Statements are
not confidential) and therefore their data may be considered reliable.

e Therefore if SIM and sound management are practiced in these companies, the

strategic success may significantly contribute to the stakeholders, which includes

the Kenyan Government through additional tax revenues.
3.4 Sampling
The study was a census survey of all companies (n0.54) quoted and suspended in Nairobi

Stock Exchange. This was because the population was not significantly large and

therefore no much advantage was expected if a smaller sample was extracted.
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3.5 Data Description & Collection

The study used both primary and secondary data. The primary data was collected using
structured questionnaire (see appendix A). This is planned in advance and follows a given
format. It has the advantage of simplicity and consistency. The study also used probing
questions, when seeking clarification of answers given. The structured questionnaire was
developed in line with objectives of the study and based on the literature review. The
questionnaire: had 36 questions classificd into two parts: Part A containing, peneral
questions about the company and factors influencing real time strategic responses; Part 13

containing questions on real time strategic issue responses.

The questionnaire was dropped and picked by the Researcher or his three Assistants all of
whom were university graduates and were appropriately trained by the researcher to

handle all relevant queries, clarifications etc from the respondents.

Necessary follow-up through telephone, email, fax and physical contacts was done before
picking up the filled questionnaire. The follow-up was necessary to ensure that filled
questionnaires were received in time; in line assistance to the respondents on filling of
questionnaire so as to increase data reliability. The questionnaire were addressed 1o the

Chief Executive.
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Data Compilation and Analysis

The collected data was edited, cheeked for accuracy, consistency and completeness and
then  processed by transforming responses into codes that are amenable to analysis.

The analysis used descriptive statistics where frequency distributions , percentages, and
other statistical measures  were analysed.  Churchil (1991) observed that descriptive
statistics assumes prior knowledge about the vur‘i‘ablcs under study.  The SIM prectices
and factors were analysed using descriptive statistics . The descriptive statistics was
therefore used to establishes the occurrence ofresponses  among factors and responses.
Influencing Factors were also subjected to Factor analysis.

Cross tabulation  was done  but due to the fact that selected factors were having
frequencies  of less  (han 5 being above  60%. the Chi -Square test was not therefore
found appropriate

The analysing tool used was statistical package for social sciences (SPSS 6.0)

\

Scope of the Study

The Scope of the study shall focus on Strategic Issue Management (SIM) as practiced by
Kenyan companies quoted in Nairobi Stock Exchange. This includes a study of the nature
of real time strategic response and factors affecting real time resonse in the curreat
turbulent period when Kenyan cconomy is faced with tremendous changes ¢.g. multi-
party cra, withholding of IMF/World Rank funding, a lot of political power play,

cconomic recession, dilapidation of infrastructure etc.



CHAPTER FOUR: RESEARCH FINDINGS

4.1 Introduction

A summary of the data in the study was presented in form of tables, percentages,
frequency distributions and other descriptive statistics. Then factor analysis was

performed to identify the most influencial factor in execution of real time strategic

responses.

4.2 Business Profile

4.2.1. Sector Classifications of the Companies Studied

Classification of companies studied into economic sectors was important so as to

ensure that the responses fairly represented the key economic segments,

Table 1: Sector Classifications of the Companies Studied

Frequency Percentage
Agriculture 4 129
Industrial/Manufacturing 11 399
Finance & Investment 9 29.0
Commercial & Services | 7 22.6
Total k]

100.0

Out of a population of 54 companies, 32 responded to the questionnaire. Out of tl ese
responses, one questionnaire was rejected for incompleteness and inconsistency. 31
questionnaires were useable. This represents 57% of the population.

As shown in table | above, there received responses were distributed as follows:
12.9% agriculture, 35.5% Industnial and Allied, 29.9% Finance and Investments, and

22.6% Commercial and Services




4.2.2

4.2.3

FFor the purposes of this study, companics grouped as alternative investment Market
segment by Nairobi  Stock exchange were reclassified  into the above economic
sectoral categories so as to be meaningful.

Out of the companies suspended from NSE, two responded (and they are included in
commercial and services sector above).

[t can be obscerved that the responses received  fairly represented the economic scctor

classification in NSI:.

Size:

[ was important to find out the size of companics studied because size may as well alleet
the real time decision execution. The size of the companics studied were classified
according to the turnover in year 2000 . Table 2 indicates that  54.8% of companies
studied  were having turnover ranging from Kenya Shillings 1 billion to 100 billion,
while 32.4% had turnover of less than Ksh. I billion . Those which had turnover

exceeding Ksh. 100 billion were 12.9%

Table 2: Size of companies studied

Turnover in Ksh. _Frequency] ~ Percentage
< Ibillion 10 32.3%
> I billion to 100billion 17 54.8%
Wil IO, SRR wis . . 12.9%
Total 3N 100.0%

This implies that  majority number of companies studied  ( 77%)  have turnover
exceeding  Kenya Shillings 1 billion and therefore  their performance  may have
significant economic implication in Kenya. It is therefore  worth studying  these firm's

real time Strategic response.

Ownership

Ownership . especially  foreign may  aflfect the urgency ol decision making especially
when such decisions are referred to controlling sharcholders. The  study revealed that
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4.2.4

Company’s controlling shares were owned as follows: foreigners 54.8%, Kenya citizens
32.3%. while 12.9% were owned by the Kenyan Government — (See table 3). This
implies that majority of the companies studied (87.1%) are privately controlled and
therefore may be able to execute  real time  decisions without — direet government

interlerence.

Table 3: The Company's controlling share is Owned by:

frequency|  Percentage|
a) Kenyan citizen 10 32.3%
b) Foreigner R e
¢) Government 4 12.9%
d) Others B G Jolt S AR
Total R R 31 100.0%

However, foreign ownership  continue to control - 54.8% of the companies quoted in
NSE. This may imply that long term  strategic direction may be decided by foreigners,
But as can be seen from section 4.3 below, real time strategic issue management is
practiced in foreign companies studied implying that  foreign ownership does not

significantly prevent  these companies from executing real time strategic management,

Nationality of Chief Executive Officer (CEQ)

Table 4: The Nationality of the Chief Executive Officer is. -

frequency] %
a) Kenyan 13]  41.9%
DO SOMNENGr © « & Latvel inlepaler L Y - 58.1%
Total 31 100.0%

Managerial orientation in terms of exposure and training niay also aflect managerial
attitudes towards making real time SIM practices. 1t was therefore important to find out
the nationality of CEO. Table 4 indicates that  58.1% of studied have foreign CEO s |
As expected, this finding is consistent with foreign ownership control (54.8%) per table

3 above. Companies with Kenva CEO's are 41 9%



4.2.5

This may imply that for the companics studied. about half of them may have foreign

managerial influences .
Stability of Production Process ( Technology)

Dynamics of the production processes may also influence the urgency of, decisions
alleeting organizations. Thercfore it was found necessary (o find out  the relative
production process responses. As shown in table 5. the companies which classify their
production process as being relatively stable and capital intensive were 41.9%. Further
scrutiny of the data indicates that most of these companies were in Industrial and
commercial sectors.

The companies  which  classified  their technology as fast changing and capital
intensive were 32.3%. Most of these companies were banks in Finance and investment
sector of the economy.

However companies in relatively stable and Labour intensive technology were 258 % .
As expected, all companies in Agricultural sector indicated that they belong to inis

category.

Table 5 : Classification for the mode of production process (Technology)

Frequencyl  Percentage

hﬁ-’asl changing and cupitai intensive ; a7 g 32.3%
b) Relatively stable and capital intensive

e e e——————

13 419%

¢) Relatively suat{lé’;uﬁ_lii&»i}_iniémi&é' ey R 25.8%

Total 3 100.0%
It can be inferred that  for those companies in  fast changing and capital intensive
technology (32.3%), they  should institutionalize  measures 1o ensure that  their
production process is continuously checked, and  where practical,  balanced 1o the
industry’s  state of art.  Failure 10 do s may result i lechnological obsolescence

survival threat and ultimate failure to respond 1o real time issues.

25



4.2.6

Duc to globalization of technological advancement  Companies in - relatively — stable
technology (67.7%).  should also  continue exploring — ways and  means ol “staying,
ahead™ of the existing technology so as to facilitate faster adaptability and  cflectively

augments real time response time .

Culture

Employee beliefs, norms and values may also affect real time response . The respondents
were therefore  requested (o assess the employee™s resistance (o urgent  and critical
decisions. The respondents who indicated that their employees resist change initially
when executing urgent decisions were 58.1%. However 41.9% of them reporteo that

urgent decisions are executed without any delay. (See table 6)

Table 6 : Employee's Culture as a factor determining acceptability of

urgent  directives/decisions

# W -'ré(;uc} wcy l’uunmgt
Accepts Change quickly 13 41.9%
Resist change at least for some time ; 18)  58.1%
Always Reject change 0
Totals ! ey Yy Y

The finding is consistent with Gekonge (1999) finding that 34.4% of companies stucied
did not experience any resistance during strategic change process,

The implication is that  resistance to change has declined:  that there have been some
improvement in accepting change 34.4% in 1999 10 41,9% in year 2000,

However, some respondents reported that resistance  is pronounced by the older

experienced stafl while young professionals accept change quickly.



4.2.7

4.2.8

Infrastructure

It was also important to

find out whether

physical transportation aflect real time

responses. It was found out that physical transportation (roads, railways etc) aflect

companies most (41.9%) when making urgent and critical decisions. The other ranked

infrastructural factors are electronic communication systems, Electricity , Legal systems

& security in that order.(See table 6)

Table 7 : Importance of infrastructure in making urgent and critical decisions

Most 2nd " 3rd 4th
i total %ol imp %( Imp| %l imp % Imp %
Physical
transportation | 31| 100.0%| 13| 41.9%( 5[ 16.1%| 11| 35.5% 2 6.5%
Electricity 31 100.0% 8 25.8% 11 35.5%1 10 32.3"/] 2 6.5"/‘1
Communicati ' ,J
onSystems | 31[  100.0%| 7| 22.6% 15 48.4%J 9 29.()"/«4‘ O 0.0%
Legal &
security 10 100.0% 4}().0_"{4 0 0.0% | 50.0%

10.0% 5

This appear to be the reality due to the poor status of Kenyan roads and the spate of

accidents in our road and railway systems. Managers in charge of organizational real

time strategic issue responses should therefore  give special attention to the existing

physical transportation system when making real time decisions.

Environmental Turbulence Perception

The swiflness in environmental  changes  may also alleet the real time response. The

respondents were requested to assess the environmental pereeption in their firms. As can

he observed from table X . Most companies Nenya ( 71%)

environmental turbulence as  continuously  changing

pereeive (he

(level 3 & 4 of changing and

discontinuous turbulent level) as stipulated by AnsofT (1990); while 12.9% saw the
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4.2.9

environmental level as  surpriscful (level 5 of environmental turbulence) ;3 and 16.1%

saw it as relatively stable (level 1 to 2).

Table 8: External environment Perception — within the last 5 years:

.—I"rcqucncy Percentage

Relatively Stable iy . 16.1%
Continuously Changing and thercfore

making us change annual operating plans 22 71.0%

7\Iways surprising us with new issues SEAR T 12.9%
Others ;

Total 3! 100.0%

b MOSRUE Rt DAV SRS SN R s

This implies that majority of Kenyan firms studied (95%)  need to critically and
continuously scan and reevaluate the environmental domain il dynamism in real vime

issue responses are o be executed.

Performance Measures:

Since performance measure forms a strong indication of the ﬁ;ms direction, it may as
well afTect real time SIM responses. Respondents were requested to give an indication of
the importance of some selected performance measures. In year 2000, 77.4% of
companies studied considered profitability as their most important  performance
measure, and therefore most critical factor when making  urgent and critical decisions.

This was followed by hiquidity, market share and imnovation in that order, (See table ).
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4.3

Table 9:  important performance Measure

Most

2nd| o 3rd 4th
total Yol imp % Imp. %l imp. %| Tmp. %ol
a) Profitability 311 100.0%| 24| 77.4%| 7| 22.6% 0.0% 0.0%
b) Market Share 31 100.0% 3] 9.7%| 5[ 16.1%| 15| 48.4% 8 25.8%
¢) Liquidity 311 100.0% 31 9.7%| 15| 48.4% 91 29.0% 4 12.9%
d) Innovation 311 100.0% 0f 0.0%| 3 9.7% 7| 22.6% 21‘ 67.7%i

The finding is consistent  with Gekonge (1999) finding  that  companics have not

changed their profitability objective for the last 10 or so years.
SIM Practices

For the purpose of this study, the term SIM practices, technigues and methods were used
interchangeably to mean real time  strategic issues  practices used. Therefore, the
respondents were asked to indicate the Methods/techniques/practice  used to analyse
Strategic Issues and their responses were as per table 10 . Those who use simple SWOT
analyses were 26.7%; simple environmental impact  method (13.3%), Cross impact

analysis method (16.7%) : Issue Impact and ranking method (40%) : while 6.3% did

not practice SIM . However none used Euroquip matrix method .

Table 10: SIM practices

'—QIR\Tuci(yrchmmagc
SWOT based on current information only | 8 26.7%
}§—u'hplc “Environmental  impact analysis 4 13.3%
method based on SWOT ook 1
Cross impact analysis method based on 5 16.7%
R S a0 e e T _
Issue impact and ranking method based on| 12 40.0%
SWOT
B umqmp matrix method hnml on \W()l 0 0.0%
TR T IRETOT ST BT \
Total | 3 100.0%




Therefore, this study reveals that majority  (98.60%) ol Kenyan firms studied pracl‘.licc
real time Strategic Issue Management though from dillerent perspectives. No company
studied was able to demonstrate the use of Euroquip matrix as prescribed by Ansoff
(1990). This implies that the companies studied may be limited in discovering that
certain capabilitics which had been previously regarded as weaknesses will become
strengths in the perspective of new threats/opportunities . Thus managers should be
encouraged to use Euroquip matrix which may help to discover real time posiiive
synergy (- where both strengths  and weaknesses may turn out to be useful for pursuing,
future opportunities , or minimizing — the impact of the threats); and also o discover
negative  synergy ( in which case neither strengths  nor weaknesses help deal with
theats/opportunities).

However, as AnsofT (1990) observed, none of the preseribed methodology is  better than

the other. What counts is whether the methodology applied is able to identify real time

strategic issues in time and with a better forecast.

Table 11 :

Sector Distribution

& SIM Practices

'Kc':l': Historical
Simple Env. Imp: Simple Environmental impact analysis method based on SWOT

Cross Impact
Ranking
Eurogquip

SWOT based on curvent information '«mlymnﬁw ;

Sector SIM Techniques
~ [Total  [Total %listorical [Simple |[Cross  [Ranking |Euro-|None
Env. Impact quip
Tmp.
T - S T
Agriculture 4 100.0% [100.0% 0
Industrial |11 |100.0% [36.4%  [IR2% [7.3% h82% | |
Fin&lnv 9 [100.0% 22.2% 66.7% | [11.1% |
Commercial |7 100.0% 2M.6% [57.1% 114.3% |
Totshi Sicer o008 100.0% 258%  [129% [16.1% [D8.7% ko' T j6.S% |

Cross impact analysis. method based on SWOT practice
Issue impact and ranking method based on SWOT practice
Euroquip matrix method based on SWOT practice

PO ——d
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It can be observed from table 11 above that SWOT based on current  information
technique was used by agricultural sector (100%) and Industrial scctor (36.4%) .
Simple environmental impact analysis technique was used by 18.2% of the industrial
sector and 22.2% of the financial sector.

Cross impact analysis technique was used by 27.3% of the industrial sector and 28.6%
of the commercial sector.

The impact and ranking technique was used by Financial sector (66.7%), commercial

sector (57.1%). and Industrial 18.2%

Lable 12 : Size & SIM Practices

Size SIM Practice
P VR g e
Total [Total Simple  |Cross  |Ranking (Euro |None
| % Historical |Env. Impact Quip
Imp.

<Ibillion |10 [100.0% [30.0%  [10.0% |10.0% [50.0% [0 [0.0%
b+l

0100b (17 [100.0% [29.4%  |11.8% [17.6% [294% |  [11.8%
>100billion |4 100.0% [0.0%  [25.0% [25.0% |50.0% | . [0.0%
Total 3 100.0% [25.8%  {12.9% [16.1% [38.7% 0 [6.5%

In terms of size SWOT based on current information technique was used by 30% of
companies with less than Kenya Shillings one billion turnover , and 29.4% of those

companies with a turnover of more than Ibillion but less than 100 billion,

Simple environmental impact analysis technique was used by 25% ol companies with a
turnover of more than 100 billion

Cross impact analysis technique was used by 25% ol companies with a turnover of
more than 100 billion

The issue ranking method was used by 50% of companies with a turnover of less than |
billion, 29.4% of those companies with a turnover of more than Ihillion but less than
100 billion, and 50%  of companies with a tumover of more than 100 billion

]



Table 13 : Ownership & SIM Practices

OWNERSHIP|SIM Practice

Total [Total % Iistorical |Simple  |Cross LFuro [None
Imp Imp Ranking |Quip

Kenyan 0 li00.0%  Pp0.0%  [10.0% 200% 30.0% 0 10.0%
Foreign 17 100.0%  129.4%  |11.8% [11.8% [41.2% 5.9%
Government |4 100.0% 0.0% 25.0% [25.0% |50.0% 0.0%

Total 31 1100.0% 25.8% 129% [16.1% [38.7% [0 6.5%

In terms of ownership, companics whose controlling share is owned by Kenyans use
SWOT based on current information (30%). Impact and ranking method (30%), cross
impact method (20%)

Companies whose controlling share is owned by Foreigners use SWOT based on current
information (29%), Impncl and ranking method (41%). cross impact method (11%)
Companies whose conl-mlling share is owned by Government use  Impact and ranking

method (50%), cross impact method (25%)

Table 14 - CEQ Nationality & SIM Practices

CEO £
NationalitySIM Practices s e BT
Total [Total °ﬂ| lis(uricnﬁ Simple ICross T'I{;l;l_{m_l'iuro
I Imp Imp Quip None

Kenyan |13 [100.0% Pos%  j00% [154% H62% |0 [7.7%

Forcen 18 [1000% [22%  [22% [167% P33% | [se% |
Toml Bl 1100.0% Ps#%  [129% [160% R7% o [6.5%

In terms of Nationality of CEO, companics whose CEO s Kenyan use SWO'T bused
p DA SO

on current information (30.8%). Impact and ranking method (46.2%)

Cross impact
method (15.4%).
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4.3.1

Companies whose CEO is  Forcign use SWO'T based on current information (22.2%),
Simple environmental — impact method (22.2%). Tmpact and ranking method (33.3%),
cross impact method (16.1%

It is also surprising to note that companics  whose CEO are Kenyans appear to be
relatively keen in issue ranking method (46.2%) when compared with companies whose

CEOQ are foreign (33.3%)

From the above cross tabulation tables and analysis. it can be summarized by observing
that  real time SIM practices are widely practiced by companies studied with issue
ranking method being relatively more in usc ( 38.7%), followed by the SWOT analysis
based on historical information (25.8%). This implies that significant number of
companies studied —are relatively aware of  environmental  turbulence through the
scanning process and are better prepared to handle real time strategic issues as they

unfold.

Urgent and Critical Decisions Makers
The study result reveals that most Kenyan firms studied (64.5%) tend to refer urgent
and critical decisions to the Top management. Only 22.6% delegate to middle

management while 12.9% refer such decisions to task lorees, (sce table
& table 15).

Table 15 : Prevailing Mode Of Making Urgent And Critical Decisions

frequency Percentage
Tendency to centralise decisions o top)
managers 20) 64.5%
Tendency to delegate decisions to lower
managers 7 22.6%
l'endency to use Interdepartmental
Committees/  Task Forces ; 4 12.9%
l'otal E 3 100.0%
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This finding is consistent with the finding of Cacldrics (1998), ct, al, that top managers
have their highest degree of involvement in the key decision- making phases of the
strategic planning process and directing the process of managing strategic change to

achieve organizational strategic intentions.
4.3.2 Strategic Issues Identification:

It can be observed that over 87.1 % of Kenyan companies studied  do environmertal
trend  analysis (see table 16) 1 93.5% perform internal capacity evaluation (see table

17); and that 100% ofall companies study performance trends (sce table 18).

Table 16 : Study of External _Environmental trends & issues

frequency I’L‘rccnlagc
Weg< 1 OM VopOITHiL GArTR OV SO PR Gt T G
My Iy T : \ ' 4 12.9%
TOME -5 o o o RN S DO

Lable 17 Sty of Internal Business and capabiliny trends & issues

e o aptineett 1 - AUttt Porddulint
Yes 29 93.5%
No " T
Total HEETY. | SR T

Table 18 : Study of Performance trends & issues

frequency Percentage
< S e § g 100.0%
No 0 0.0%
T 3 100.0%

This implics that majority of Kenyan firms  studied perform  environmental scanning, do

internal business evaluation and performance appraisal.
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According to Ansoff (1990) strategic issuc identification is an important starting point in

the process of real time strategic issue management. It can thercfore be inferred that most

of Kenyan companies do identify real time strategic issues facing them.

4.3.3 Estimating Impact

The respondents were asked to give an indication of the estimated impact on the

organization arising from their trend analysis. As per table 19. among the external factors

that had major impact includes : Interest rates (economic) 80.6% . followed by

Infrastructure . Industry Competition Political . technology and Social factors in that

order. This is not surprising because (he high interest rates charged by banks in the last

few years could have been a major factor  which made  them perform poorly . The
second most important environ mental factor was Infrastructure. The poor state of road

and railway networks characterized by reported accidents cannot be overemphasized,

Table 19 External Environment trend which had major impact In Year 2000

———T T | M T Minod
Total %, Impact | %|No Impact %!
} Totall % lmpacy =
Political 31/ 100.0% 10| 58.1% 3 9.7%
Economic 31T&)T07.»J 25 19.4%| 0 0.0%
.- ki — - ;,_
Ind. competition| 31 100.0% 18 25.8%i 5/16.1%)
social 3111000% 3 41.9% 15| 48 4%
Fochnaioay I N T()’(To‘/.j“ 2 32.3¢ 19/ 61.3%
T 31]100.0% A 12.9% 3 9.7%
Ditegs T aoee RN
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Table 20 Internal Business trends that had major impact In Year 2000

Major Minor No o
| Total Yo _1mpact Yol _Impact %] Impact %l
Time taken to
make a decision 31/100.0% 8125.8%] 14 45.2% 9]29.0%
Top Managers 31| 100.0% 15/48.4% ¢ 19.4% 10]32.3%
Restructuring &
Reengineering 31{100.0%! 20(64.5% 7 22.6% 412.9%
Innovation 31/100.0% 8|125.8% 12 38.7% 11]35.5%
Training 31{100.0% 6/19.4% 12 38.7% 13/41.9%

Table 20 indicates that among the internal business factors that had major impact on

Kenyan Companies were:

Restructuring and Reengineering (64.5%) had the highest

impact, followed by Top management , time taken to make a decision, innovation and

(raining in that order

Table 21 : Performance trends  that had major impact In Year 2000

Majo Minor No|

_____ | Totall | lmpact] % Impac ~ %llmpact %
Pr()ﬁ(abili[y 31 100.0% 271 81.1% 3 9.7“/.,* ‘_I 3.2%
Market Share 31 100.0%[ 20 64.5% 8|  25.8% 3 9.7%
Productivity 31| 100.0% 7 22.(,0/;[‘ 14 452% 10| 32.3%
Operating Costs 31| 100.0% 23| 74.2% 7 22.6%{ 1| 3.2%
Customer G

Satisfaction 31| 100.0%) 14] 45.2% 11| 35.5% 6 19.4%
Liquidity 31 100.0% 2{ 64.5% 7 22.6%] 4 12.9%
Others - exchange ¥ : e

S - 2 10000 2| 100.0% 0 ..,(.’f";"l " g

Performance variable which had the greatest impact was Profitability 87.1% followed by

operating costs control , liquidity .

market share, productivity, customer satisfaction,

exchange rates in that order. Profitability as an index of performance | as expected, has

been an objective which has remained unchanged over a long time period.
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4.3.4 FEstimating the Urgency of issucs

4.3.5

As indicated in Table 22, majority of firms studied 87.1%. do estimate the urgency of
strategic issues. This implics that real time strategic issues have a pood chance of being,

handled in time.
Table 22: Estimate the urgency of the identified  Issues

frequency Percentage
Vs 4 87.1%
P 4 12.9%
Total 31 100.0%

Issue Assignment

At least 74% of the firms werce identifying and  prioritising Iissucs as  urgent,
postponable, and delayable . see Table 23, 24, 25), and were also immediately altering,
operation plans to accommodate (he urgent issucs where practical as per Table 26, The
study therefore reveals that majority of Kenyan firms studied do prioritize real time

strategic issues and therefore able to identify and act on urgent issues.

Table 23: Distinguish and thus prioritise issues which are urgent

S L frequency|  Percentage
Yes 24 77.4%
No g 7 22.6%
Total CEET LER R 100.0%
Table 24: classify issues which are delayvable
: S TR S AT LLRR, o, AL L SR A o —
YRG! ' 23 T 74.2%
No 8 - 25.8%
Total ; 31 100.0%
————
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4.4

Tuble 25: classify Issues which are Postponable

frequency %
Yes g 8 23 74.2%
No g & R TR SRR 25.8%
Total 2 S0 | 100.0%

Table 26: Action taken on urgent issues requiring immediate action

I'requency Percentage
Where practical Immediately alter ‘operation 23| 74 2%
plans to accommodate the issuc
Where impractical immediately refer it to 3 0. 7%
top management/
spc.u?xl—" l.mi(cxéc.ull(m stafl for further N
analyses
Always wait until the next pla};ﬁi;\g};cﬁ;d”- PRI 0.7%
and incorporate it there
d) Others - no response i 2
Total 3l 93.5%

Response to Urgent and Critical Issues

The finding indicates that 90.3% of companies studied are continuously preoccupied

with checking urgent and critical issues (sce table 27), and that 83.9% prepare a list of

key strategic issues (see table 28). Few companies update this list monthly 22.7%
quarterly 32.3%, semi annually 9.7%, annually 35.5 % ( sce table 29) . Majority of
firms 90.3% . indicates that they have procedures  for ensuring that  “immediate

attention” is taken  onurgent & critical issues, (sec table 30) .
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Table 27 : continuous [_n:qq_(vjqq_)i_g(/_‘ujl]:___c/w('lcing wrgent and critical issues

R [requency Pereentagel,
T 28 . 3%
No e SN
e 31 100.0%

Table 28 : Preparation of a list of Key Strategic Issues for each year:

B £ v frequency Percentage
Vg‘”’"""’/'—’_ e S 1,7
No Dot 0 s GBI AL
o g | i

he list of Key Strategic Issues
frequency Percentage

Table 29 : Periodic update Jfor 1

a) Monthly m___??_(_)%
b) Quarterly ‘ 10 32.3%
¢) Semi annually 3 L 9.7%

e { 35.5%

:J) Others - annually
e B ~v1
31 100.0%

Total i
I e s e el

Table 30 - Existence of procedurcs for ensuring that “immediale qllemicm" is taken on

urgent & critical issues LR e L

frcqucncﬂ l’crccntaga
e g 7, WAk,
No RS S b Samy . o SRR Y
Total B RO TR

ohserved that majority (83.9%) of Kenyan firms

From the above analysis, it can e

studied do respond and give attention to real time stralegic issues |
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4.5

Periodic Planning and SIM (Objectives revision)

As AnsofT (1990) asserted, SIM is supposed to fill the gap in periodic planning and not
to replace it. In the study, the researcher included a question to confirm that Kenyan

long term objectives and that some of those objectives are

firms studied preparc
changed over time in response to the real time strategic issues.

As expected most firms (96.8%) make long term formal objectives (see table 31). This
is consistent with Gekonge (1999) findings.

The firms which changed/altered some of the long term objectives were77.4%, (see table
32). For the last few years, Kenyan firms have engaged in some modification of their
objectives such as employment level reduction executed through restructuring,

unchanged

However, Profitability objective remains within the same period as it

remains a major performance indicator (see section 4.0.1).

Table 31: Existence of recorded objectives (goals)

T Tfrequency]  Percentage
o R it TR, T 0N
ﬁ‘o“""/’l”’—‘f# 3.2%
T R -f[“m’"}l T 100.0%

Table 32: changed these objectives for the last 5 vears

W ——— [ frequency] Percentage
Yes g0, SRR T 77.4%
B o1 ot 7 22.6%
Fotal t 100 0%

Ansof (1990) asserted that while long term planning determines the basic thrusts of an

enterprise and assuring coherence and cooperation among difflerent parts ol a complex
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4.6

4.6.1

enerprise,  SIM deals with deviations from these thrusts which may  oceur as a result of

new opportunitics/ threats/ strengths/ weaknesses.

The fact that the respondents indicated that they change some of their objectives (o
accommodate real time strategic issues is a good signal of being flexible and dynamic.

When environmental turbulence is fast changing, companics need to modify some of

their objectives in line with changing circumstances. [t can therefore be concluded that

significant number of firms studied are aware of the need to change in tune with the

changing environmental demand

Factors:

For the purpose of this study, the profile variables in section 4.1 above ( Sector

distribution, company Size, ownership . technology, culture, infrastructure and

performance measures J were also considered as factors which may influence real time

strategic management practices. Other factors arc as shown below.

Management Behaviour to unfamiliar and fast changes

There was a study question which ought to determine whether the Kenyan firms stucied

use decisive or reactive management when  executing real time strategic management,

As shown in table 33, the result indicates that 67.3% of the Rrms practiced decisive

management while 32.3% practiced reactive management in year 2000. However the

rescarch was unable to establish existence of planned management,
In terms of flexibility, only 58% of the firms reported as having adequate

flexibility to facilitate operational adjustments 1o ensure that the perceived

losses/costs  are nol incurred . (See table 34)
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4.6.2

Table 33 : management response to timely action to  cutting costs or
improving — profits .

I'requency Percentage

a) corrective  decision/action  delayed| 1 B T
(usually more than one month) to adjust  the
establishment and seck  Tlead office decision
Ll SR AT Savl 10 s, o8

b) make a quick decisive decision and take 21 67.7%
operational corrective measures(within the
same month) without waiting for adjustment
in the  establishment and Head office

decision (decisive)

—

100%

Total 3

Table 34 : Existence of adequate flexibility to facilitate operational —adjustments
to ensure that the perceived losses/costs are not incurred

I'requency PPercentage
ortonie-- S et o o M
TSR b S e T T ¢,
Total ok AR | ATV

The implication of the above is that 32.3% of the companies studied  may be  unable to
control costs on a timely basis due to reactive nature of their management behavior
There is therefore a nced to  address this issue in an eflort to improve the real time

reaction time.
Factors which greatly determine the Managers Delay time

The respondents indicated that among the  contributing factors that preatly afleet the
managers delay time in actually  taking the corrective  decision are as follows: Systems
delay in information flow ( 452%)  was the most important factor followed by
verification delay, unfamiliarity delay and political delay  factors in that order. ( !s‘c;:
table 35 ).
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4.6.3

Table 35: contributing factors that greatly affect the managers delay time

OB Y P W T

total %[ imp Yol Tmp %| imp %ol Imp %
Factor
Verificationdelay | 31/ 100.0%| 8 25.8%| 15{484%| 7| 22.6%| 1] 3.2%
Political delay 3 100.0%] A 129%) ol 194%] 9] 29.0%] 12[38.7%
Unfamiliarity delay | 31/ 100.0%| 5| 16.1%|  7/22.6% 12| 38.7%| 722.6%
Systems delay 31 100.0%| 14 45.2% 3| 9.7% 3 "9.7%]|:-11135.5%

This implics that organizations who practice SIM should pay particular attention to
communication avenues in order to realize benefits of real time response.  This may be
achieved through open mindedness . empowerment  and bottom up  communication

systems.
Analysis of the Factors Influencing real time Strategic Issue Practices

The factor analysis technique was executed to identily major factors  that influences
the real time strategic management in companies studied. In this sludy; the factors of
interest which the rescarcher considered included company size ,organisation structure ,
ownership, top management behaviour, infrustructure . industry competition, corporate
culture. technology, innovation, environment and  profitability The respondents were

also requested to rank them according to their importance (see table 36a).

According to Bryman (1997), factor analysis technique enables researchers to assess the
factorial validity of the questions which make up the scaled responses by indicating, the
extent to which they seem to be measuring the same concept or variables. Where these
variables are many, factor analysis can determine the degree (o which they can be

reduced to a smaller set
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Factor s Considered in factor analysis

Table 36(a): Responses for the important factors in determining  the time taken (o
make urgent and  critical decision

2nd Jrd 4th

Tot Most T e L e R e e G i B

. al % imp % % % % % % % %! % % %
e

B Size| 31 100.0% 0 0.0%_“_()_.(1‘_’/}1 _l}"% ~0._'",_’9 _27% >~9_7"’o 9.7% 6.5%| 12.9%| 16.1%| 22.6%
| Structure| 31| 100.0% 1| 32| 12.9%] 0.0%| 9.7%| 12.9%| 9.7%) 12.9%) 6.5%) 25.8%) 6.5%| 0.0%
Ownershi =
L o 31 100.0%] 4 12.9%| 9.7%| 16.1%] 19.4%] 0.0%] 6.5%| 6.5%] 9.7%| 12.9% 0.0% 6.5%
Top. A
Manag| 31| 100.0%) 15| 48.4%| 25.8%) 6.5%) 6.5%| 32%l 0.0% 0.0%| 6.5%| 0.0% 3.2% 0%

Infrustruct

| urel 31 100.0%] 1] 30| 32%( 12.9%)| 6.5%| 12.9%) 6.5%) 12.9%| 9.7%| 3.2%) 9.7%| 19:4%
Competitio s
L n| 31] 100.0% ol 0.0%! 16.1%]| 12.9%| 6.5%]| 9.7%| 12.9%| 9.7%| 12.9%| 6.5%| 3.2%| 9.7%
| Culture] 31 100.0%| 1| 3.2%| 6.5%| 3.2% 6.5%| 9.7%22.6% 9.7%| 6.5%| 6.5%| 9.7% 16.1%
Tecnology] 31| 100.0% 0 0.0% 0.0%| 9.7%| 9.7%| 12.9%] 12.9% 6.5% 12.9%] 9.7%) 22.6% 3.2%
Innovatio W
ol 31| 100.0%] 0] 0.0% 0.0%| 6.5% 12.9%) 9.7% 12.9%] 12.9%) 12.9% 6.5%) 6.5%) 19.4%
Environm il
[ ent] 31[100.0%| 1| 3.2%| 0.0%| 12.9% 9.7%| 16.1%| 3.2%] 12.9% 12.9%] 12.9%) 12.9%| 3.2%
Profitabili g N
| ty] 31] 100.0%] 8] 25.8% 25.8%| 6.5%] 16.1%]| 0.0%| 3.2%| 6.5%| 3.2%| 3.2%| 9.7%| 0.0%
" Others] 27 100.0% 0] 0.0%]_0.0%| 0.0%[_ 0.0%[ 11.19%[ 11.1%] 11.1%]_7.4%] 14.8%] 18.5%] 25.5%

The responses for the import

ance of the factors (as shown in table 37 a) may be interpreted

better after undertaking a factor analysis. The factor analysis was done as per table 37 b, 37¢,

37d, 37¢ below.

Analysis of the Factors influencing _real time strafegic practices

Table 36 (b): Descriptive Statistics

o Mean[Std. Deviation |Analysis N

- Eriggey 79 2.76 3
Structure 6.29 2.7 i
Ownership | 5.00 301 g
Top Management| 2.45 2.34 3
Infrastructure | 6.84] 3.1 i
Competition 5.9 291 i
Culture 6.87 2.92 il
Technology 7.06 2.52 ]!
linnovation 7.26 2.63 3
Environment 6.55 2.67 ]!
{Profitability 3.77 1.0} i

A4



The descriptive statistics (table 36

vital for

36¢) . If there are no significant correl
they are not related and tha
this case, at least 11 of the items

than the 0.05 significant level, cit

this study.

b) may not be very usceful when used alone. Factor analysis is

The initial step in factor analysis is (0 compute correlation matrix (sce table

ations between these responses, then this would mean that
( we would not expeet them  to form one or more lactors. However, in
(marked in bold in table 36d) are significantly correlated at less

her positively or negatively. with one another, which suggests

that they may constitute one or more factors.

M(L) (‘orrc—l;;_tlon Mat-rTx——Tur f_aglgre ml‘lucnung , Real time SIM
A T | Infrast| Comp
Struct| Owner|  Top ru ¢| Cultur Innov| Enviro| Profit

- _Size| ure| shipi Man| clurc ition| ¢] Tech.| ation| nment| ability
Correlati -
on  ISize | 1] 0702 0.028] -0.086| -0.421|_0.007| -0.006 (1,177 -0.317| -0.178| -0.469)
| [Structure 0.702 1| 0.089] 0.068{-0.308] -0.14| 0.208 -0.248-0.302 -0.43| -0.567
_ lOwners | 0.028 0 o089 1| 0[-0.237| 0.118 -0.164]-0.299] -0.238] -0.157| -0.264
| [Top Man. |-0.086| 0.068] 0 _ 1 70.382[-0.439]_-0.03]-0.408] -0.182|-0.153| -0.06
| linfrastru_|-0.421]-0.308 20.237] 0382 1 -0.425]-0.142/-0.092] 0.119]-0.061] 0.173
\_"'66;{,;1—“@17_-0.!4 0.118[-0.439[-0.425| 1] -0.35| 0.087,-0.188) 0.26 0.01
| |Culture |0 .006|_0.208]-0.164 -0.03 J0.142] 035 1] 0.097]-0.169]-0.213 20211
| |Technol |-0.177}-0 -0.248] -0.299| -0.408| -0.092 0.087 0.097 1| 0.481]-0.274 -0.085
4 |nnnv.1l|0n 20.317| -0.302{ -0.238 -0.182 0.119} - -0.188] -0. 169 0.481 11-0.192! 0.062
:_“ Lnviron | -0.178 -“4‘_;.‘?;[5.7 -0.153{-0.061] 0.26-0.213{-0.274/ -0.192 1| 0.341
[ [Profitab. |-0.469|-0.567| -0.264] -0.06 0173 -0.01]-0.211{-0.085] 0.062[ 0341 1
_\Tﬂe_}@i@)i_sig_qi_ﬁsapt_:lc\el mgiru fo[’l'aﬂclqr}'i_q[lug!gi!gRga_lililgts_!ilM_WT
Sig. (1- ]
lailed) [Size | | £ Bt
. Structure 0
[ |owners | 0.441] 0.317| y
____ [Top Man | 0.323 70.357) 0.499

Infrastru | 0.009 T0.046. 0.1 0,017

~|Compet, | 0:485] 0.226] 0.263] 0.007, 0.909

Culture | 0.488] 0.131] 0.188] 0.436 0.223 0.027 e

Tech 1 0.171] 0,089 0.051| 0.011} 0.311 0.32| 0.303 B R, R

Innovation| 0.041] 0.04 0.0080 0.163 0.261] 0.156 0.182 0.003 sy e

Tnvironm | 0.169) 0.008 0199 0205 0.372 0.079 0.125 0.068 0.151 I

il'mm..lnl 0,004 14 00760 03738 0.176) 047K 0128 0.324) 037] 0.03
a Determinant 2199005
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The SPSS output showing the initial lactors produced by a principal component analysis of the

factors and its responses and

presented in table 306c.

the amount of variance they account for (their eigenvalue) is

It can be noted that variance accounted for by the first factor is 2.771 or

25.1% ofthe total variance

Explained

Table 36 (¢): Total Variance

Initial
Ligenvalu
S

h—Component
. |
A 2 72 048
. 3 1. 884
' i, LT
5 )‘)4()
: . B
7 0.54 548
8
o 0343
10 0.18
1] 1.83E ()4

Total

yhid EOl

0632 .

0474

% ol

Variance

I8()I5

l7 128

| ()()I 03

25.188)

~10.609|

ive %

60,931

© 85.947

100

Ciﬁnﬁlal :
75 188 LA

43.803

il R
~ 80.203

90.933|

99998

=

Extraction Method: l’rmupal | Component Analysis.

Then the final factor output was extracted by SPSS,

lixtraction Sums of Squared Loadings
Total % of Variance| Cumulative
%
%y 25.188]  25.188
2,048 18.615|  43.803
RS o v 5e o SR L EO931
TERREEE L b TR
0.946 8.603  80.203
o IR A T
. 0,548 4986 90.933
0.474 S TR S08 98389
0.343 3122 98.361
0.18] 1.637,  99.998
1L83E-04]  1.66E-03 100

Using Kaiser's criterion, only factors

with eigenvalue of greater than one could have been selected in this case the first four factors

Iut the researcher specifically instructed the SPSS 1o produce 11 output factors so that all the

tested factors could be ranked according to the relative loading of the responses | (see table 36e)
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Table 36 (¢): Component Matrix

Extraction Method: Principal Component Analysis.

a

11 components extracted.

Component

B OMPRURL s PRt o A AT
| 2____*_1 T 4 ) O 7 8 9 10 11
8.201:- =7.776- <9.09E-| -6.341:- 4.00L:-
Structure 0.888 0.133] 02{7.011-02)  0.214 U RN 02| -0.217] 0.266 03
DIRANES -7.371is 3.85E-
Nize 0.0 011 01 0.1.% 014 0102 10008 0) IR 0V
-5.38l:- 1.7015-| 4.381:-
Profitability | -0.706] 02| -0.283| 0242[2.398-02| -0.394]  -0.45/4.181-03) 3.5215-02 02 03
2,138 9.53E-| 4.291]
Competition 02| -0.838| -0.148 -0.13(2.841:-02 0.388 -0.18] 0.104] 0,233 02 03
-2.21E- -4.71E-| 3.46E-
Top Man 6.26L-02| 0.741 ~-0.388  -0.1 42{7.00E-02| 0.173 02| 0.487| 7.08E-02 03 03
-3.35E- 391E-| 4.40L-
Infrastructure| -0.465] 0.668] -0.118| -0.142 0.158 0.3 04| -0.431]-3.82E-02 02 03
-3.53E-| -2.31E- -8.02E- 3.67E-
_T_eghn()l()&yw -0.266| -0.216] 0.830 02] 02 0.225 02(5.64L-02 0.317f 0.144 03
6.35E- -7.88E-| 3.87E-
Innovation | -0.456| 02| 0637 -0.313] 021 0313 0266 0.128 -0.221 02 03
3.96L-
Environment -0.397| -0.391] -0.541 ~0.386) 9.52E-02 7.55E-03]  0.468(8.221:-03| 7.34E-02| 0.116 03
1.56E-| 4.56E-
ownership 0.34] -0.163| -0.316 -0.644]  -0.527| -0.188 7.19E-02{  -0.106 0.119 02 03
. 4,241
culture | _92h 0.281] 0.336 0.611] -0.579|3.27E-02 5.47E-02 7-,75”",03,{'9-73"::02 =0.112 03

The meaning of a factor is determined by the items which load most highly on it. The
relationship between each item or response and a factor is expressed as a correlation or
loading. In appendix C, table 36 ( ¢), the responses have been listed in terms of the size
of their loading on the factor to which they are most closely related. Thus the responses
for the importance of real time SIM  has been loaded most in - the first listed factor
which is the company structure

In summary, 121 Variables representing

real time stralegic issue  practices were

considered. The result of this  analysis revealed that respondents considered

organisational structure as the  most influential factor i real time strategic response
The other factors were company size, profitability, industrial competition, top
management, infrastructure, technology, innovation, environment, owneship and culture

in that order,
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The companics who wish Lo remain dynamic and flexible to facilitate real time strategic
response should pay particular attention (o the existing organisational structure in their
organisation. This finding is consistent with what has been happening in Kenyan
organisations where restructuring and reengineering  has been  given a lot of emphasis

for the last few years.

It should be interesting to note that Ownership has been ranked 10" factor. According to
the result of this study, Ownership whether foreign or local is no longer an issue as far as
it concerns making real time strategic issue decisions . [t can be concluded therefore
that the local CEO’s of Kenyan firms studied have been mandated by the shareholders
(both local and overseas) o expendise their Judgements as far as real time  strategic
issues are concerned.  This finding contradicts the finding of Yavas, ( 1985) where it
was observed that Afvican managers needed o refer most ol their decisions (o their
overseas head oflices . This can be explained by the changing environmental variables

whereby in year 2000, real time electronic communication (Internet, email, ecommerce)
has propelled real time decisions o be made much more quickly than in 1980°s.
However this does not imply that periodic — strategic plans are not referred to overseas

sharcholders. ‘This could be a ripe arena lor future research work.
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CHAPTER FIVE: CONCLUSIONS AND RECOMMENDATIONS

5.1

n

Introduction

The objectives of this study were (o establish the practices of real time strategic issue
responses in Kenyan: firms and also to identify factors that influences these practices .

A questionnaire based on the literature was designed and used to collect the data. These
Questionnaires were dropped and picked from the census sample of 54 companies. Out

of these, 57% of the firms responded.
Conclusions

The study reveals that a significant  number of companies  studied practice real time
strategic Issue Management using varying methodologies. These  methods/practices
are: Impact and Ranking analysis method based on SWOT, SWOT based on current
information,  Simple Environmental Impact  analysis  based on SWO'T,  Cross Impact
analysis method based on SWO'T. However LEuroquip matrix method based on SWO'T

is not practiced in Kenya .

Real time strategic issues in Kenyan firms studied  are identified through environmental
and business trend analysis. The impact and urgency of issues are estimated by a

significant number of companics.

One third of Kenyan companies studied  stated that they practice reactive management,
Real time response is compromised when management behaviour is reactive in nature
Therefore Kenyan companies should ensure that a system ol decisive management is
put in plaice where quick deciive operational measures are exercised whenever an urgent
issue arises. This would  result i reduction of - costs occasioned by delay in - taking

appropriate corrective measures. As Ansoll (1990) asserts, companies can even be better
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5.3

off in real time strategic response il planned management s institutionalized so as to

take corrective action before the impending issue strike the company.

The study rcchlcd that the factor which most determines the speed at which the manager
takes corrective action is systems information flow. In order to increase the speed at
which managers take corrective action, the systems information flow may be improved
by empowerment, delegation, responsibility management, bottom up information flow,
increasing informal interaction and opening up  any burcaucratic  tendencies. These
measures may be designed to ensure that the correct and relevant person obtains the
correct signal at the carliest possible  time. This would entail furnishing  responsible
officers with the correet state ol art conununication systems such as a PC fully loaded

with internet, emails and relevant websites.

The first six factors that most determine real time SIM includes company structure |,
size, profitability, cormpetition, top management, infrastructure  and technology. The
issue of organization structure being the most important variable affecting real time
strategic practices should be addressed through a systematic but calculated  measures
which includes sensible  restructuring and reengineering of the companies. The aim
should not be to reduce stall per se but to increase efliciency in real time response and

operational efliciency.

[t should be interesting to note that Ownership has been ranked 10" factor. According to

the result of this study, Ownership whether loreign or local is no longer an issue as far as

it concerns making real time strategic issue decisions .
Limitations of the Study

Among the various factors which constrained the study included the following:

One of the  limiting factors was the non-response from 28 companies which failed to
- .

fill the questionnaire and therefore it remains unknown as 1o how these companies would

have responded
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The other important factor was the non availability ol adequate time to execute the

study as this could have limited the scope and depth of the study.
5.4  Suggestions for Further Research
" A rescarch should be undertaken to determine whether other companies  for
instance family businesses . and Non Government Organizations practice real

time Strategic Issue management.

’ Indepth  study possibly using different methodology c.p. case studies could be

used to check the findings
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Appendix A

UNIVERSITY OF NAIROBI
FACULTY OF COMMERCE
MBA PROGRAMME - LOWER KABETE CAMPUS
Telgphone: 732160 Ext 208 P.0O, Box 30197

Telegrams; “Varsity”, Nairobi Nairobi, Kenya
Telex: 22095 Varsity

DATE: .2nd.March.200%........coceeee

TO WHOM IT MAY CONCERN

The bearer of this letter: . NGANGA, P No...ooon
Registration No: ... R/61/R/BAIALOB. .o
is a Master of Business & Administration student of the University of Nairobi.

Helshe is required 10 subimit as pait.of his/her coursework assessment o
research project report on some management problem. We would like the
students to do their projects on real problems affecting firms in Kenya. We would,

therefore, appreciate if you assist him/her by allowing him/her to collect data in

your organization for the research.

Thank you.




QUESTIONARE
PART A

1

)
3
4

6

Company Name:

Appendix B

....................................................

BRI TGS, . oo i oshivonsan et bt LIMEES CRaN s vk it ity Sash

Year Established:

Size:

.....................................................

Year at 31* December 2000

1999

1998 1997

1996

Turnover (Ksh' Millions)

Number of Lmployees

Net Profit before Tax

Total Equity

Number of shares

NB: For all the following questions, kindly tick (

Total Assets

e——————

) as appropriate.

Which Industry are you in? (NB. As per NSE classification)

() Agriculture
Industrial/Manufacturing
Finance & Investment

Commercial & Services

Alternative Investment Market

BRI T T IO

U T T R e C R i ST Y

The Company's controlling share is Owned by: (Tick one
£ A )

3

&1
i3
¢ )

Kenyan citizen
Fdreigner
Government

Others (Please Specily)
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7 The Nationality of the Chiel Executive Officer is:-
( ) Kenyan

() Foreigner

8 How can you classify the mode of production process (Technology) for the key product

you produce?

() Fast changing and capital intensive

() Relatively stable and capital intensive

() Relatively stable and Labour intensive

{ ) Otlets AR S a8, Lo o P bt ss B vstins o s
Ploie namie(spectly) W RIOAUEL. . ...ovovarivs corenrsinsnsvasssese

9 Which is the most important performance measure in your organisation? Please rank
them according to important (1 being the most important and 5 being the least

important)

Profitability (Profit Before Tax)
Market Share
Liquidity

Innovation (new product development)

e e e
B

Othors { plenee SPGB .o.vciiiicisiseosasessosss
10 How can you classily the employee's culture (believes, way of thinking, norms,
attitudes) in your organization as far as accepting urgent directives/decisions is
concerned?
( ) Accepts Change quickly
( ) Resist change at least for some time
( ) Always Reject change

( ) Others (Please Specily)
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11 How can you describe the prevailing mode of making URGENT AND CRITICAL
decisions in your organisation ?
(NB. Urgent and critical issues/ factors are those perceived problems or happenings
which have profound or major impact on the company and they must be acted upon

without any delay)

() Tendency to centralise decisions o top managers

(CEO,GM,MD, Directors)

() Tendeney to delegate decisions to lower managers

(Marketing M., Finance M, Logistics M., Production M. etc)
() Tendency to use Interdepartmental Commitees/ Task Forces

() Others (Please Specily)

.......................................................

12 Which of the following current infrustructural status  aflect critical and urgent decision
making process in your organisation? Kindly rank them according to importance (1

being the most important and 4 being the least important)

() Physical transportation channels ( Roads, Railways etc)

( ) Electricity availability & supply

() Communication systems (Telephone, fax, email, internet etc)
SRR R O O S

Briefly explain  the reason for the rank No. 1 above

..........................................................................................



12

14

How can you describe the developments in the external environment you are operating,

in within the last 5 years?:

(

)

e

(
(

)
)

Relatively Stable

Continuously Changing and therefore making us change annual operating
plans

Always surprising us with new issuces

Others (Please Specily)

How important are the following factors in determining the time taken to make urgent

and critical decision in your organisation? Please rank them from number 1 to 11

according to importance. (NB number 1 to be the most important - while number 11 is

the least important)

SN, S G AR G GER, PR PRy PR PN

ey S Y N g et N W v Wt e

Company size (Number of employees)
Organisativn structure (layers of managers)
Majority Sharcholders

Top Management (CEO, MD, GM)
Infrustructure (roads, Electricity, Tele etc)
Industry competition

Employee's attitude towards Acceepting change
Technology/production process
Innovation/Technological Advancement
Changing Environment

Profitability results

Others (Please Specily) and give a ranking
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PART B:
15 Do you normally study issues which may aflect your operations (both short and

longterm) coming from the following arcas?

a) External Environment trend? e (3 WMo L)
b) [nternal Business & capability Issues? ¥ 4.y N s
) Performance trends? Yk 1) N £

d) Others (Please Specity)

16 In Year 2000 , did the following have any impact on your Company?

(tick each according to the estimated impact):

Major Minor No
Impact Impact Impact
a)  Government directives & Regislatives () £ K}
b) Changes in Interest rates ) $ 7 0%
¢)  Prices of Imported products £ () &9
(new and 2™ hand )
d) Organized Pressure group activities £ 3 L) %
e¢) Changes in the process of () 3 k3
Manufacturing
f) Infrastructure 3 k3 ()

g)  Others (Please Speeily)............. A B8 i3 ()



17 In Year 2000 , did the following have any impact on your Company?

(tick each according to the estimated impact):

Major Minor No
. [mpact Impact Impact
a) Change in Time taken to make () b} ()
a decision
b) Changes in Top Managers ¥ t ¢ )
¢) Restructuring & Reengineering 3 &) |
d) Number of new products you {53 {" ) {5
introduced into the market
¢) Number of your Training programs ¢ ) ¢ P )

(or the amount spent on training)

f) Others (Please Specify)..................... () Fhe )



13 Did the following performance trend have any impact in year 2000 when compared (o

company targets/ objectives/benchmarks/?

Major Minor
Impact Impact

a) Net Profit Before Tax () £)

b) Gross Turnover (sales) $.3 o

¢) Turnover per employee .3 £3

d) Operating Costs £y ()

¢) Customer Delivery .limc ) il

f) Liquidity 3 %

§) Olers(iteaso Speeiy). ...i.ou i, £ i) L)

19 Does your planning and management team Perceive and treat

"Strategic Plans" and " urgent critical issues (factors) "
which affect the company between the planning cycle

as the same?

(NB. Urgent and critical issues/ fuctors are those perceived
problems or happenings which have profound or major impact

on the company and they must be acted upon withowt any delay)

Are you continuously (throughout the year) preoccupied with
checking urgent and eritical issues which may allect your daily

operations 7

No
Impact

L)

Yes( ) No( )

Yes( )No( )

A



If yes, how oflen do you do a review of these strategic issues?
( ) Monthly
( ) Quarterly

() Semiannually
P roOmeaiplenie spociB). .. .00 S o
21 Do you prepare a list of Key Strategic Issues for each year? Yest. ) No( )
[fyes how ofien do you update this list?
( ) Monthly
() Quarterly

() Semi annually
(7 ORuers (PR ENeHY ) . o
22 Do you have a procedure for ensuring that "immediate attention”

is taken on urgent & critical issucs? Yes( )No( )

23 Where are such " urgent and critical” issues discussed and recorded?
() InPlanning Meetings or Management or Board Of Directors Meetings
() Attheassigned Special task force meetings
C ) Others (pleme speelly ). .. s st
24 Does your company have recorded objectives (goals) for the

current year? Yes( )No( )

25 Have you changed these objectives  for the last 5 years”? Yes( )No( )

o0



26 How often do you compare your actual performance trend to your

tagets/objectives/benchmarks?

()

()
()
i)
3
()

Daily
Weekly
Monthly
Quarterly
Annually

Others (please specily)

27 Do you do historical comparisons for Sales turnover ? Yea (") No( )

Ifyes whatis the period covered by this historical comparisons

3
=9
.
-
()
L)

Last 6 months
Last 12 months
Last 2 years
Last 3 ycars
Last S years

Others (please specily)

28 What do you do when the tagets/objectives/benchmarks are not met? .

() Report the variance to the top management only

() Report to top management and Include it in the list of issuc to be

N-)

investigated

Others (please specify)
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29 Which Method/technique/practice do you use o analyse Strategic Issues?
(NB.1 SWOT means analysis of the strengths, weaknesses, opportunities, threats facing the
company)
NB.2  For the purpose of this question, the words method, technique, practice implies

the same  thing: the way you analyse strategic issues

() SWOT based on current information only
( ) Simple Environmental impact analysis method based on SWOT
( where each issue is analysed separately without considering the
eflect of other identified issues)
() Cross impact analysis method based on SWO'T
( where various related critical issues are grouped together |
the likelihood of simultancous occurrence estimated |
and hence identify possible future major loss/ disaster or future
major profit/ opportunity)
() Issue impact and ranking method based on SWO'I
( where  critical issues are ranked according to urgency and therefore
grouped as to the following: urgent issues needing immediate action;
those issues not very urgent to be postponed to next years plans; those
issues not very urgent but which need continuous monitoring  throughout the
year; those issues of lessor importance and hence dropped from the issues list)
() Euroquip matrix method based on SWOT
(where the impact /urgency of issues are done afler the evaluation of
the issue's impact and issue's urgency. This involves of prior and vigorous
assessment of whether the strengths and/ or weaknesses are applicable o
responding (o thrcats / opportumitices )
( ) Others (please specily).........

Please explain in few words how you execute the method/technigue/practice  selected

B
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30 Do you estimate the urgeney of the identified  Issucs?

31 Do you distinguish and thus prioratise these issucs as -

a) Those Urpent & Critical Issues requiring, Tnmediate
action
b) Those Issues not very urgent but needs continuous

Monitoring throughout the year by a specified oflicer

¢) Those Issues which are not very urgent and therefore
Postponed o next years plans

d) Others (please specify)

22 If your answers in 31 (

immediate action? Tick one as appropriate.

Yesd dNo( )

el I Not )

Yes{ )No( )

Yes{ )No( )

a) above is yes, what action do you take on urgent issues requiring

() Where practical immediately alter operation plans to accommodate the issue

() Where impractical immediately refer it to top management/ special " task

execution stall" for further analyses

() Always wait_until the next planning period and incorporate it there

() Others (please specify)
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33 When do your organisation start to act on anissuc which is perceived to be urgent and

having a major impact on the organisation?

() Start to act when performance results is unknown _but the available

information is vague and its future course is unclear

() Start to act when performance results is unknown, but information is
available about the issues' impact and its timing / occurrence well

established.

() Start to act when performance results is known, and it show clearly that
something is wrong

..............................................................

() Others (please specily)

34 Occationally, a certain factor is discovered which has been making the company make
losses. How can you describe your management response to timely action to  cutting costs

or improving profits .

a) () Always discuss , analyse the problem but corrective decision/action
delayed (usually more than one month) to adjust the establishment

and seck llead oflice decision

b) ( ) Always discuss , analyse the problem and make a quick decisive
decision and take operational corrective measures (within the same
month) without waiting for adjustment in the  establishment
and Head oflice decision

¢) () Others (please specily)
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NB: If your answer is (b) above, please specify one such decision made in year 2000
which made the company start improving profits within a period of one month (

between the date of discovering the problem and date of taking corrective measure)
POl === e e e eeee

COrreCtive MeasUNE: =mmmmm oo

35 Do your company engage in forecasting ol future sales, earnings, costs?

Yes{ )No( )

If your answer is yes, then, these forecasts are based on what? (tick only one)

a) () Project past performance into the future onl
i y

b) ( ) Project past performance into the future . and use of other
forecasting techniques eg . sales team, pannel of executives Jechnological |

economic , scenarios forecasting etc.

i) Ifyour answer is (b) above, has such forecasting been able

to identify costly problems before they actually oceur?  Yes( )No( )

i) Ifyour answer in b (i) above is yes, does the organisation
have enough flexibility to facilitate operational adjustments
S0 as 10 ensure that the perecived losses/costs are not incurred?

Yes( )No( )
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30 Which of the following, contributing, factors preatly aflect the managers
delay time in actually taking the corrective  decision: Please rank then
from number 1 (o 4 according to importance . (NB. Number 1 to be the

most important factor while number 4 should be the least important factor)

() Time taken in discussing and verilying details

( ) Time taken by idividual managers trying to manage crises alone
( ) Time taken to study the unfamiliar/new challenges

( ) Systems delay in information flow

() Others (please SPeCify)......ooovvvveiiiiiiiiiinn

The researcher sincerely thank you for your cooperation in responding to these

questions. This information shall be treated with maximum confidentiality.

Thank you very much.

00



LIST OF COMPANIES QUOTED IN THE NA

Appendix C
IROBI STOCK EXCHANGE

A) Main Investment Market Segment (MinS)

Commercial and Services

Industrial and Allied

African Lakes Corporation Ple

Athi River Mining Ltd

CMC( Holdings Ltd

British American Tobacco (K) Ltd

Car & General (K) Ltd

Kenja Airways Lid

| Bamburi Cement Ltd

13.0.C. Kenya Ltd :

-Vu?shalls (EA) Ltd | Carbacid Investments Ltd
Nation Media Group Ltd Crown Berger Ltd

Teusism Promotion Services Lid

Dunlop Kenya Ltd

| Uchumi Supermarkets Ltd

East African Cables Ltd

Finance and Investments

East African Portland Cement Company Ltd

| Ba-clays Bank of Kenya Ltd

[ast African Breweries Ltd

"C.I'.C Bank Ltd

Firestone East Africa Ltd

Diamond Trust Bank Kenya Ltd

Kenya National Mills Itd

1.C. D.C. Investment Co. Ltd

F_}}.nsiug Finance Company of Kcnya‘l Ad

Jubilee Insurance Co Ltd

F.enya Commercial Bank Ltd

Kenya Oil Company Ltd

“Kenya Power & Tighting Co L1d
ToalKenya T~
Uiga GrowpLid

[ Mational Bank of Kenya Ltd
“National Industrial Credit Bank Ldd

T'un African Insurance Company Ltd

“Staindard Chartered Bank of Kenya Ltd

——

1) Alternative Investment Market Segments (AIMS)

C)  Suspended (Equity)

"A. Baumann & Co Ltd

Lonrho Motors EA Ltd

Fﬁily Trust Ltd

Theta Group Lid

Eaagards Ltd

" Fast African Packaging Industries Lid

“Express Kenya Lid

[ Gieorge Williamson Kenya Lid
| Kapchorua Tea Co. Lad

| ionya Orchards Lid

Limuru Tea Co. Lid

Standard Ncws(ﬁ[wn Group Lad

Hutchings Biemer Lid
Pearl Drycleaners Lid
Regent Undervalued Assets Africa Fund
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