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ABSTRACT

A study was carried out to establish the relatigm&ietween supply chain management
practices and performance of KTDA managed tea festoThe study sought to achieve
two specific objectives: to determine the supplginhmanagement practices of KTDA
managed factories in Kenya and to establish thatioelship between supply chain
management practices and performance of KTDA mahteggories in Kenya. The study
took the form of a survey of the tea factoriesnfany data was successfully collected
from 40 tea factories out of the 63 targeted faetorThe data was analyzed using
frequencies, percentages, mean, descriptive statistnd regression analysis. The
findings reveal that good customer relationship agg@ment, outsourcing of noncore
products and activities, reduction of cycle timesoas the supply chain and supplier
development are the most common and popular antentga factories followed by other
supply chain management practices such as shanrfiognation across the supply chain,
purchasing quality products, reduction of lead tiared process integration that are
adopted to a very great extent. The ten supplynam@anagement practices that formed
the independent variables of this study explairr%bof the variance in the performance
of KTDA managed factories in Kenya. The study reownds that the factories should
enhance adoption of the supply chain managemewtigga in order to improve their
performance.



CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Tea is globally among the most popular and lowest beverages, next only to water. It
is consumed by a wide range of age groups in a#lseof society. More than three
billion cups of tea are consumed daily worldwideaTis considered to be a part of the
huge beverage market, not to be seen in isolatishgs a commodity. Africa, South
America, the Near East and especially the Asiaroregroduces a variety of teas with a
reputation in the international markets for highalify (Hicks, 2009). Asia specifically
enjoys a share of every importing market in theldvbecause of its high quality of tea
produced. In Africa the main producers of tea aeny&, Burundi, Malawi, Rwanda,
Tanzania, Uganda and Zimbabwe among others. InhSAaterica countries such as
Argentina and Brazil are the main producers of t€aa is considered as having a share
of the global beverage market, a highly competifietd. A wide range of tea products
continue to be developed, through product and podevelopment for added-value, as
market shares become more sophisticated and cdiwpdtius requiring good supply
chain management practices among organizations#mamake the product available to

the market in a convenient manner (Hicks, 2009).

Mentzer et al (2001) observes that modern orgapizalt competition does not only lie
within the organization but it stems from the emtdractivities taking place outside the
walls of an organization. For an organization tossae this competition there is need to

effectively link various operations with suppliessch as wholesalers, retailers and end
1



customers. They further argue that the most imporfanction of supply chain
management is to provide organizations with waysntggrating functions at both the
upstream and downstream levels. Hence the obgofigupply chain management is to

enhance the performance of the entire supply craihnot an individual organization.

Studies have indicated that effective implementattb SCM practices has the potential
of contributing to enhanced organizational perfamo®a For instance Frohlich and
Westbrook (2001) identified five integration stigiss: inward facing; periphery facing;
supplier facing; customer facing and outward faciftgeir study revealed that companies
that had a higher degree of integration with sigspliand customers showed very high

performance.

1.1.1 The Supply Chain Management Practices

Sonja and Amrik (2007) define supply chain managenpeactices as those activities
that are performed by an organization with the afransuring that there is efficiency and
effectiveness in the management of supply chaiiviaes. Mentzer et al (2001) assert
that it is important to first understand what a@ychain is before attempting to define
supply chain management (SCM). They therefore dediisupply chain as set of three or
more organizations or individuals directly involvad the upstream and downstream
flows of products, services, finances, and/or imfation from a source to a customer.
Coordination of these flows requires some levehainagement. Mentzer et al (2001)
indicate that the management of all the above raeet activities is what is referred to
as supply chain management. According Tyndall e(1898) SCM as a management
philosophy seeks synchronization and convergenceintfa-firm and inter-firm
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operational and strategic capabilities into a ewificompelling marketplace force. Thus,
SCM philosophy suggests the boundaries of SCM dechot only logistics but also all
other functions within a firm and within a supplifan to create customer value and

satisfaction.

Supply chain management also requires sharing nrddon among supply chain
members if the supply chain management philoso@sytb be implemented especially
for planning and monitoring processes. There isdnie have frequent information
updating among the chain members for effective lsugmain management. Information
sharing refers to the willingness to make strategid tactical data available to other
members of the supply chain. Open sharing of infdiom such as inventory levels,
forecasts, sales promotion strategies, and matkedirategies reduces the uncertainty
between supply partners and results in enhancedrpamce (Salcedo and Grackin
2000). Effective SCM also requires mutually sharmgks and rewards that yield a
competitive advantage. Risk and reward sharing lshoappen over the long term since
it is important for long-term focus and cooperataonong the supply chain members.
There are a number of Supply chain managementigpeadhat organizations may adopt
according to the need the organizations has. Taal. d2002) argue that there are six
main supply chain management practices that aremmymn most organizations. The
first practice involves the need to integrate thppdy chain of an organization so that
real-time processing and information sharing is enpdssible. Some organizations also
take keen interest on the characteristics of teapply chains to ensure they meet
company objectives. The other practices includeéocnsr service management and Just

In Time practice in production and delivery of puctk.
3



1.1.2 Organizational Performance

According to Henri (n.d), performance measuremaraiks the focus on the internal
process of quantifying the effectiveness and tfieieficy of action with a set of metrics.
The measures and indicators act as surrogatesorieprfor organizational phenomena.
Performance measurement represents managementoatrdl csystems that produce
information to be shared with internal and exteusrs. It also encompasses all aspects
of the business management cycle which constitatgsrocess for developing and

deploying performance direction.

Kirkendall (2010) indicates that a well defined teys of organizational performance
measures can be a powerful means for prioritizirgaoizational goals and achieving
them. Performance measures are intended to beimdbd strategic planning process.
Therefore measures should inform planners as tblgms that require attention, and
should allow planners to monitor progress towardlgdPoister (2003) also indicates that
performance measurement is intended to producectolge relevant information on
program or organizational performance that can deuo strengthen management and
inform decision making. He further notes that orgational performance can be
measured using profitability measures such as metur assets (ROA) and return on

Equity (ROE).

Abdifatah (2012) argues that the performance of esoorganizations such as
humanitarian organizations is affected by a nuntfefactors such as good supplier
relationship management, the existence of effectind efficient internal operations,

ensuring that there is continuous improvement i@ sapply chain, having in place
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flexible production processes, use of technologgdeed up humanitarian work, inter-
organization integrations and simplicity in interrogperations are among the practices

prevalent among humanitarian organizations in Kenya

1.1.3 Kenya Tea Development Agency Managed Factories

Before Kenya attained independence, indigenous #&ehywere barred by law from
growing tea. When it approached independence gtislation was repealed to allow the
indigenous people to commence tea growing. Follgwins development in 1960, the
colonial government created the Special Crops Deweént Authority (SCDA) to

promote growing of tea by Africans under the auspiof the ministry of Agriculture.

After independence, Kenya Tea Development Authaviag formed through legal notice
No.42 of 1964 and took over the liabilities and dtions of the SCDA to promote and
foster the growing of tea in small farms, which sgreviously said to be unviable in
view of the expertise and costs required, as wse@sn the plantation sector. Due to
privatization, Kenya Tea Development Authority waenverted to Kenya Tea
Development Agency Limited and was incorporatedlath June 2000 as a private
company under (CAP 486) of the laws of Kenya, bangrone of the largest private tea

management agencies (KTDA, 2013).

KTDA is offers management services to the smallestea Subsector in Kenya. The
company is managed by a board of directors frontiledve zones that represent the tea
growing regions of Kenya. Each zone has a collactb Factories. A factory has six
directors that are elected by farmers. The elediesttors meet at the zonal level to elect

a board member to KTDA. There are sixty five fagsrunder the management of
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KTDA. All factories are managed in a similar bussemodel. The company has a
responsibility of buying tea leaves from small scirmers, processing of the tea and
ensuring the same is market appropriately. All ¢hastivities involve value addition and
complex supply chains that need good supply chanagement practices at both the
upstream and downstream levels. Without proper Igupipain management practices,
KTDA factories may not be able to operate profiyafihce their supply chain activities

may be derailed thus leading to losses (KTDA, 2013)

1.1.3.1 Kenya Tea Development Agency Factory Supply Chain

The actual supply chain of a KTDA factory beginshathe farmer who is the supplier of
green leaves. The green leaf leaves the farm aisdtridansported by the farmer to a tea
collection centre where weighing is done using &ttEonic Weighing Solution (EWS).
The green leaf is then transported to the factemggutea collection trucks. At the factory
the green leaf is received and the weight is cordd before processing begins. Once the
processing is completed, the processed tea is gadkand transported to a Mombasa
warehouse where auction is done and the tea endghgy with a local or international
buyer. The KTDA factories obtain inputs such aslieers from India; machinery from
India; spares are obtained from both internati@mal local manufacturers and energy is

mainly from KPLC.



Figure 1.1: KTDA Factory Supply Chain
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1.2 Research Problem

The main objective of supply chain management wrawide products to end customers.
Leading organizations understand the importancéhefcustomer in the supply chain
since the customer has a significant role to playh® performance of the organization.
For an organization to ensure efficiency and eifeciess there is need to adopt good
supply chain management practices in order to at@ad of competitors. Handfield and
Nichols (1999) assert that upstream and downstretegration of supply chain activities

is essential in enhancing the performance of aarorgtion.

KTDA managed factories have the responsibility oyihg raw tea leaves from farmers
who are in tea growing zones in Kenya. Tea is lyigldrishable and they face a number
of challenges in ensuring that they adopt apprtgsapply chain management practices

that can integrate the upstream and downstreaniyscipgin activities.



There are a number of studies that have been dastie on supply chain management
practices as well as on organizational performakoe.instance Li et al, (2006) carried
out a study on the effect of SCM practices on omgional performance and
competitive advantage. The study revealed that $Eddtices are multidimensional in
nature and they cover both upstream and downstesginvities of the supply chain. The
findings also revealed that there is a significaglaitionship between supply chain
management practices and organizational performadmsever the study failed to come

out clear on the effect of the practices on finahperformance of an organization.

Sonja and Amrik (2007) also carried out a studysopply chain management practices
and supply chain performance in Australia. The wtiedused on manufacturing firms in
the Australian industry. It was established thaipdy chain practices have a significant
role to play in the performance of organizationkisTalso extends to KTDA managed
factories as organizations that can enhance peafacenthrough their supply chains. Kazi
(2012) in his study revealed that the major supgigin management challenges at
KEMSA include poor infrastructure, bulky materidats be transported, uncertainty in
terms of demand, lack of cold chain maintenance laokl of qualified personnel. The
most outstanding shortcoming of these studies as tiiey only focused on non profit
making organizations hence their findings are kahito those organizations only. This
study also focused on the medical sector supplinamanagement in the public sector

where profitability is not a priority.

Despite the availability of studies on supply chamanagement practices and

performance, there are no studies that have focosdtlie tea sector in Kenya. The tea



sector plays a very significant role in the econany is one of the areas where efficient
and effective supply chain management is highlyuireg. This inadequacy left a

research gap this study sought to fill. The studyafore sought answers to the following
two questions: What supply chain management pestace adopted by KTDA managed
factories? And what is the effect of the supply ichemanagement practices on the

performance of the KTDA managed factories?

1.2 Resear ch Objectives

The two key objectives of this study were:

I.  To determine the supply chain management pracbicK3 DA managed factories
in Kenya.
ii. To establish the relationship between supply chmamagement practices and

performance of KTDA managed factories in Kenya.

1.4 Significance of the Study

The findings of this study will be a significantr@abution to the body of knowledge on
supply chain management practices and performance especially in the private sector
companies. Since this is an area with little obsémesearch activity, the study will be a

major contribution to this area in the academit¢mea

The study will also assist the KTDA factories tablemark with other organizations on
supply chain management best practices. This walisathe policy makers in the KTDA
managed factories to adopt best practices in sugpin management that will improve

the performance of their supply chains. The studl also assist the policy makers to
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determine the practices that have more weight théers thus giving them more

emphasis.

The findings will also represent a bigger picture tiee supply chain management
practices adopted by private sector companies imy&elt will reflect the situation in
other companies. The study will therefore assiseilotompanies in the private sector to

understand the concept of supply chain managennaatiqes.

The government of Kenya will also benefit from fireings of this study since tea is a
major foreign exchange earning commaodity in thentou It will enable the government
to come up with appropriate policies and infraduites that can assist the factories to

adopt best SCM practices.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter discusses the relevant literaturehthatbeen reviewed in the area of supply
chain management practices by other researchérs. lit€rature that has been reviewed
consist the general overview of supply chain mamege practices, organizational
performance; the relationship between supply chaianagement practices and

organizational performance as well as a concebtadework.

2.2 Supply chain Management Practices

Effective and efficient supply chain management has become a very valuable and
important way to remain competitive in the marketd ato improve organizational

performance. According to (Childhouse & Towill, B)&upply chain management plays
a very important role in enabling an organizationstay ahead of other competitors.
Globalization has largely transformed the supplgichmanagement practices among
organizations due to its ability to deliver a prodaor service at a right place and at the
right time. Organizations are realizing that todeenpetitive in global and local markets
they need to develop efficient and effective supgiiyain management systems. The
organizations have to understand the concepts fagractices of SC management for

the intention of achieving competitiveness andeasing organizational profitability.

Supply chain management practices (SCM) are refeaisethe complete set of actions

which are done in organizations towards improvihg effectiveness of their supply

11



chain. The modern evaluation of the SCM practicesrises of partnership with the
supplier, process of outsourcing, compression afecyime, continuousness of process
flow and sharing or technology and information (T&annan, & Handfield, 1998).
Purchasing of quality products and relations witle tcustomer for the purpose of
representing SCM practices is very significant ind@n organizations (Alvarado &
Kotzab, 2001). In supply chain management it isdrtgmnt to networking systems such
as Electronic Data Interchange (EDI) and also esssalimination of excessive inventory
along the supply chain (Tan, Lyman, & wisner, 2002)

Tan et al. (2002) identify six aspects of SCM practhrough factor analysis: supply
chain integration, information sharing, supply chaharacteristics, customer service
management, geographical proximity and JIT capggbiChen and Paulraj (2004) use
supplier base reduction, long-term relationshipnewnication, cross-functional teams
and supplier involvement to measure both customed gupplier relationship
management. Min and Mentzer (2004) identify thecept SCM as including agreed
vision and goals, information sharing, risk and w@vaharing, cooperation, process
integration, long-term relationship and agreed suppain leadership. Thus the literature
portrays SCM practices from a variety of differg@etrspectives with a common goal of

ultimately improving organizational performance.

According to an argument perpetuated by Tan e(28l02) supply chain management
practices can be divided into five different catégm The first and most important
among these categories involves relationship manageat both suppliers and customer
levels. The level of information sharing along gwpply chain is also very critical for

any organization; quality of information sharing darpostponement. These five
12



dimensions are very essential in measuring SCMtipeacThe five constructs cover
upstream (strategic supplier partnership) and dowas (customer relationship) sides of
a supply chain, information flow across a supplgiohlevel of information sharing and
quality of information sharing), and internal supmhain process (postponement). It
should be pointed out that even though the abawemsions capture the major aspects of
SCM practice, they cannot be considered completieerdactors, such as geographical
proximity, JIT/lean capability Tan et al. (2002)ross-functional teams, logistics
integration, agreed vision and goals, and agreqzplguchain leadership are also

identified.

Supplier relation management may take a strategispective if it takes the form of the
long-term relationship between the organization @sdsuppliers. It is designed to
leverage the strategic and operational capabilitefs individual participating
organizations to help them achieve significant angdenefits. A strategic partnership
emphasizes direct, long-term association and eagesr mutual planning and problem
solving efforts Balsemier and Voicin (1996). Theasen why organizations enter into
strategic partnerships with suppliers is to pronstared benefits among the parties and
ongoing participation in one or more key strategieas such as technology, products,
and markets. Strategic partnerships with suppkegrable organizations to work more
effectively with a few important suppliers who avéling to share responsibility for the
success of the products. If suppliers are invoivetie early stages of product design and
development, they have the potential of offeringenmost-effective design choices, help
select the best components and technologies, alpd imedesign assessment. When

strategically aligned organizations can work clgsebether and eliminate wasteful time
13



and effort. An effective supplier partnership canabcritical component of a leading edge

supply chain (Noble, 1997).

Mentzer et al (2000) assert that when an orgaoizgiuts in place measures to manage
customer complaints, build long-term relationshipgh customers, and improve the
satisfaction customers get from using the prodottthe organization, it is practicing
customer relationship management. They further idenscustomer relationship
management as an important component among theougariSCM practices.
Organizations need to have committed relationsiiis their customers because of their
inherent barriers to competition. The growth of masistomization and personalized
service is leading to an era in which relationshiganagement with customers is
becoming crucial for corporate survival. Good rielaships with supply chain members,
including customers, are needed for successfulamehtation of SCM programs. The
major gains that an organization can gain from goagtomer relationship management
are the differentiation of its product from compats, sustained loyalty of the customers
to its products, and dramatic extension of the evaiprovides to its customers. Level of
information sharing: Information sharing has twpexds: quantity and quality (Tan et al.,

2002).

The level of information sharing in a supply chéasically shows that the extent to
which critical information is communicated to onessipply chain partner. Shared
information can vary from strategic to tactical nature and from information about
logistics activities to general market and custonmgormation. By taking the data

available and sharing it with other parties wittin@ supply chain, information can be
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used as a source of competitive advantage. Shafimjormation is one of five building
blocks that characterize a solid supply chain i@tship. Supply chain partners who
exchange information regularly are able to worlaasngle entity. An organization and
its suppliers when they have strategic partnership easily understand the needs of the
end customer better and hence can respond to mehkege quicker (Mentzer et al,
2000). Effective use of relevant and timely infotioa by all functional elements within
the supply chain is a key competitive and distisging factor. The empirical findings of
Childhouse and Towill (2003) reveal that simplifie@terial flow, including streamlining
and making highly visible all information flow thughout the chain, is the key to an

integrated and effective supply chain

Quality of information sharing includes such aspees the accuracy, timeliness,
adequacy, and credibility of information exchang&tlhile information sharing is

important, the significance of its impact on SCMeeds on what information is shared,
when and how it is shared, and with whom. Litematig replete with example of the
dysfunctional effects of inaccurate/delayed infatiora as information moves along the
supply chain (McAdam and McCormack (2003). Divetgigterests and opportunistic
behavior of supply chain partners, and informaticaeymmetries across supply chain
affect the quality of information. It has been sesfgd that organizations will
deliberately distort information that can potenyiakach not only their competitors, but
also their own suppliers and customers. It appinatsthere is a built in reluctance within
organizations to give away more than minimal infation since information disclosure

is perceived as a loss of power. Given these gredigons, ensuring the quality of the
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shared information becomes a critical aspect adotiffe SCM. Organizations need to
view their information as a strategic asset anduenthat it flows with minimum delay

and distortion.

Postponement is also among the supply chain mareagegmactices. It is the practice of
moving forward one or more operations or activitegeh as making, sourcing and
delivering to a much later point in the supply chalfwo primary considerations in
developing a postponement strategy are: determinavg many steps to postpone, and
determining which steps to postpone. Postponeniientsaan organization to be flexible
in developing different versions of the producbnder to meet changing customer needs,
and to differentiate a product or to modify a dechd&mction (Waller and Dabholkar,
2000). Keeping materials undifferentiated for asgloas possible will increase an
organization’s flexibility in responding to changescustomer demand. In addition, an
organization can reduce supply chain cost by keppindifferentiated inventories.
Postponement needs to match the type of produetkeindemands of a company, and
structure or constraints within the manufacturing &gistics system. Postponement can
only be done under specific conditions such as wdesling with innovative products;
when dealing with products that have high monetinysity; if the organization has high
specialization and wide range of products; markberacterized by long delivery time;
low delivery frequency and high demand uncertairygd manufacturing or logistics
systems with small economies of scales and no feespecial knowledge (Waller and

Dabholkar, 2000).
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2.3 Organizational Performance

Organizational performance comprises the actugduiudr results of an organization as
measured against its intended outputs or goal®bjattives. According to Richard et al.
(2009) organizational performance encompasses #peeific areas of firm outcomes:
Financial performance (profits, return on assedsjrn on investment.); Product market
performance (sales, market share.); and Sharehoédern (total shareholder return,
economic value added.). Organizational performaaqgarobably the most widely used
dependent variable in organizational research tgeagpt the same time it remains one of

the most vague and loosely defined constructs.

The concept of organizational performance can beliep to either individual
performance or organizational performance. Ingrerince improvement organizational
performance, is the concept of organizational ckamg which the managers and
governing body of an organization put into placal ananage a programme which
measures the current level of performance of tlgargzation and then generates ideas
for modifying organizational behavior and infrastiwre which are put into place to
achieve higher output. The primary goals of orgatninal performance are to increase
organizational effectiveness and efficiency to ioyar the ability of the organization to
deliver goods and /or services. Another area inamgational performance that
sometimes targets continuous improvement is orgéinizal efficacy, which involves the
process of setting organizational goals and objestiin a continuous cycle.
Organizational performance at the operational atividual employee level usually

involves processes such as statistical quality robntAt the organizational level,
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performance usually involves softer forms of measwent such as customer satisfaction
surveys which are used to obtain qualitative infation about performance from the

viewpoint of customers (Kaplan & Norton, 2001).

Sababu (2001) conducted a study on the effect sfnbas policy on organizational
performance among consumer cooperatives in Kenlya.study established that formal
strategic management systems in Kenya influencanmgtional performance. It was
also established demographic and socioeconomiorfaappear to have no direct effects
on organizational performance. Ongore & K’ Obon2011) did an empirical review on
the effects of selected corporate governance ctaistics on firm performance in
Kenya. The findings showed a significant positivedationship between managerial

discretion and organizational performance.

Researchers have argued that internal integrafimargous activities in an organization
will be able to enhance economic performance. Flghral., (2010) define internal
integration as the degree to which two departmeatsborate in the management of
both inter and intra departmental processes toigeomaximum value for the firm.
Supply chain management best practices such aecefpment have the capacity of
acting as an integrative technology that enabliegymation and improvement of processes
between departments (Vickery et al., 2003). Flynnale (2010) further assert that
internal integration of organizational processesaisecipe for moderated corporate

performance though there is no clear elaboratiohawm this happens. Narasimhan et al.,
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(2006) concur that there exists a positive effdce-procurement on firm performance

even though no empirical evidence has confirmesigbsition.

2.4 Supply Chain Management Practices and Organizational Performance

Supply chain performance directly affects qualtystomer lead times, inventory levels,
and delivery time; supply chain management hasexidimpact on company bottom line.
Understanding the very latest systems, practiceswanrld-class performance in supply
chain management is a key component in evaluatimgsoown organization (Best

Practices Benchmarking, 2010).

SCM practice is expected to increase an organizationarket share, return on
investment, and improve overall competitive positié-or example, strategic supplier
partnership has been reported to yield organizatpmtific benefits in terms of financial
performance. Advanced design and logistic linkshwatippliers are related to better-
performing plants. Customer relation practices ha®o been shown to lead to
significant improvement in organizational perforrmanThe higher level of information
sharing is associated with the lower total cost, higher-order fulfillment rate and the
shorter-order cycle time. The bottom-line impadt§SGM practices have been confirmed

by real-world examples (Lin, Huang and Lin, 2002).

SCM practices impact not only overall organizatigmerformance, but also competitive
advantage of an organization. They are expectedintprove an organization’s

competitive advantage through price/cost, quatiglivery dependability, time to market,
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and product innovation. Prior studies have indiddkat the various components of SCM
practices (such as strategic supplier partnerdtgpl an impact on various aspects of
competitive advantage (such as price/cost). Fomela strategic supplier partnership
can improve supplier performance, reduce time tckeigJarell, 1998), and increase the
level of customer responsiveness and satisfactidiormation sharing leads to high
levels of supply chain integration by enabling erigations to make dependable delivery
and introduce products to the market quickly. Infation sharing and information
quality contribute positively to customer satisfact and partnership quality.
Postponement strategy not only increases the flgyilin the supply chain, but also

balances global efficiency and customer responss&n

An organization can have one or more of the follaywapabilities when compared to its
competitors: lower prices, higher quality, highepdndability, and shorter delivery time.
These capabilities will, in turn, enhance the orgaton’s overall performance.
Competitive advantage can lead to high levels ainemic performance, customer
satisfaction and loyalty, and relationship effeetiess. Brands with higher consumer
loyalty face less competitive switching in theirgaet segments thereby increasing sales
and profitability. An organization offering highuality products can charge premium
prices and thus increase its profit margin on saled return on investment. An
organization having a short time-to-market anddgpoduct innovation can be the first

in the market thus enjoying a higher market shacksales volume (Mentzer et al, 2000).
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2.5 Conceptual Model

Figure 2.1 Conceptual framework

Independent Variables Dependent Variable

Supplier relationship mgt

Customer Relationship mgt

Information sharing

Outsourcing

SC integration

Organizational
Strategic supplier partnership performance

Qualitv of Information

Postponement

Quality improvement

Customer service mgt

Source: Author(2013)

When an organization implements good supply chaanagement practices, it is likely

to have an effect on the overall performance. Thestmcommon supply chain

management practices include partnering with seppkven in product development and
design; ensuring that the relationship with cust@m® well managed since they are the
source of revenue; sharing of information along slply chain for faster decision

making and processing of transactions; outsoursihgre necessary and cost effective;
reducing cycle times within the supply chain; p@sihg quality products as well as
integrating the supply chain both within and outsie organization. These practices if
well performed will lead to improved organizatiomarformance.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter discusses the methodology the ressargded in studying the effect of
supply chain management practices on the perforemadTDA managed factories.
The researcher discusses the target population,séneple size and the sampling
technique that were used, the data collection igdes and tools as well as the

techniques that were used to analyze the dataviietollected.

3.2 Resear ch Design

This study adopted a descriptive survey researslgaén examining the effect of supply
chain management practices on performance of KTRaged factories. As indicated
by Rajendra (2008), descriptive design involves fexcling enquiries of different kinds,
where the researcher has no control of the vagabled can only report what has
happened or what is happening. Descriptive resadaslgn was therefore be appropriate
for this study since it enabled the study to déscthe situation and also establish the

relationship between the variables.

3.3 Population

The target population for the study involved ak tiTDA managed factories in Kenya.
According to Kenya Tea Development Agency, thereewaetotal of 63 factories under
its management. These formed the target popul&iothis study. The study involved a

census of all the 63 factories in the country hethege was no sampling. The supply



chain managers or their equivalent from the fae®were selected to participate in the
study. One respondent from each factory was seleatel this gave a total of 63

respondents.

3.4 Data Collection Tools

The researcher collected primary and secondaryfoatathe respondents. The data was
collected by use of a questionnaire. The questiommantained 3 sections. The first part
contained questions on bio data of the respondsets$ion two sought data on the supply
chain management practices adopted by KTDA manéaedries while section three

sought data on the effect of supply chain managemectices on the performance of

KTDA managed factories in Kenya.

3.5 Data Analysis

The data collected was sorted and organized befptiring the same in SPSS (for data
from questionnaires). The researcher used percehtayl frequencies to analyze general
information, descriptive statistics for objectiveeowhile objective two was analyzed
using regression analysis. The following regressmodel was used to depict the
relationship between supply chain management pexctand factory performance: Y=
a+blx1+b2x2+b3x3+b4x4+b5x5+b6x6 +b7x7+b8x8+b9x9Hi 10

Where Y was the performance of the KTDA managedofaes which was measured
using the profitability of the factories; x1 wasetlsupplier relationship management
which was measured using the number of complaetsived from suppliers; x2 was

customer relationship management which was measused) frequency of customer
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complaints; x3 was information sharing that was snead through the number of
stakeholders who were linked with the organizatig#; was outsourcing which was
measured using the cost savings from outsourciigyas the supply chain integration
which was measured using the number of firms trexeviinked to the organization; x6
was strategic supplier partnership and was measusat the number of strategic
suppliers the organization had partnered with; Xaswuality of information and was
measured using the recorded errors originating fri@ulty information; x8 was
postponement and was measured using the averagleoleactivities that the company
defers for later dates; x9 was quality improvernsem was measured using the improved
sales of new products and x10 was customer semwa®gement and this was measured

using the average customer retention in the orgéniz
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CHAPTER FOUR

DATA ANALYSISAND INTERPRETATION
4.1 Introduction

A study was carried out to establish the relatignfletween supply chain management
practices and performance of KTDA managed tea fiasoThe study sought to achieve
two specific objectives: to determine the supplginohmanagement practices of KTDA
managed factories in Kenya and to establish thatioelship between supply chain
management practices and performance of KTDA mahé&asories in Kenya. Primary
data was successfully collected from 40 tea fagsoout of the 63 targeted factories. This
confirms that the study achieved a response ra&3%. Cooper and Schindler (2003)
indicated that a response rate of between 30 to @0#te total sample size is sufficient
to represent the opinion of the entire populatiins chapter presents the findings from

the study as per the objectives.

4.2 General Information
The study sought some general information regartbnthe profile of the respondents

and the background of the tea factories. This m&dron was meant to assist the
researcher to ascertain whether the informatioraioet! from the organizations was

relevant in solving the problem under investigation
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Table4.1: Yearsof Operation

Years of operation

Frequency Percent Valid Percent Cumulative
Percent
Less than 5 years 8 20.0 20.0 20.0
Less than 10 years 12 30.0 30.0 50.0
More than 10 years 20 50.0 50.0 100.0
Total 40 100.0 100.0

Source: Research Data(2013)

The findings tabulated in table 4.1 above reveat 80% of the tea factories in Kenya
have been operating for more than ten years; 30%$s than 10 years but more than 5
years and 20% for less than 5 years. The resuttBrgothat most of the tea factories

have been in operation for more than 5 years ang Fenough knowledge and

understanding of supply chain management pradinasare applicable in the industry.

Table 4.2: Designation

Designation
Frequency Percent Valid Percent Cumulative
Percent
Supply chain Officer 8 20.0 20.0 20.0
Supply chain manager 32 80.0 80.0 100.0
Total 40 100.0 100.0

Source: Research Data(2013)

The study sought to establish the designation ®fréfspondents who participated in the
survey. The study targeted supply chain managetisear equivalents in the tea factories
managed by KTDA. The findings as illustrated inl¢adh.2 above confirm that 80% of the
respondents were supply chain managers whereas &0f%iem were supply chain

officers. This confirms that the researcher wa® d@blaccess a large nhumber of supply
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chain managers who are considered more knowledgeablmatters related to supply

chain management practices in their organizations.

Figure4.1: Duration Worked in Factory

Duration worked

M 1-5years M6-10years ™ 11-15years M Above 15years

Source: Research Data(2013)

The findings from the pie chart above confirm th&% of the respondents had worked
for the KTDA tea managed factories for more thany#ars; 30% had worked for

between 11-15 years; 15% for between 6-10 yearsl@dfor less than five years. The
results confirm that the respondents have worked flong time that has enabled them
gain experience in supply chain management practioel were able to provide reliable

information to inform the study.
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Table4.3: Integration of Factory Operations

Integration of operations

Frequency Percent Valid Percent Cumulative
Percent
Yes 26 65.0 65.0 65.0
No 14 35.0 35.0 100.0
Total 40 100.0 100.0

Source: Research Data(2013)

The respondents were requested to indicate whétkeoperations in their factories are
integrated or not. The findings in table 4.3 aboseeal that 65% of the respondents
indicated that the operations in their organizati@re integrated while 35% of the
respondents confirmed that the operations arentegriated. This is an indication most of
the factories have embraced information technoliogtheir operations whereas others

are yet to.

4.3 Supply Chain Management Practices
The study sought to establish the supply chain gemant practices that are prevalent

among the KTDA managed tea factories in Kenya. Waese provided with a total of 14
possible supply chain management practices andwkes required to indicate the extent
to which each one of them is adopted in the orgdina. Their responses were subjected

to descriptive analysis and the means generatedismessed next.
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Table 4.4: Supply Chain Practices

N minimum | maximum mean
Risk and award sharing 40 1 5 4.816
Postponement of non urgent activities 40 1 5 4.412
Just in Time delivery 40 1 5 4.237
Building long lasting relationships with stakeholders 40 1 5 3.663
Partnering with suppliers 40 1 5 3.254
Integration of the supply chain internally and externally 40 1 5 3.226
Process integration 40 1 5 2.618
Reduction of lead time 40 1 5 2.432
Purchasing quality products 40 1 5 2.232
Sharing information across the supply chain 40 1 5 2.148
Qutsourcing of noncore products and activities 40 1 5 1.874
Reduction of cycle times across the supply chain 40 1 5 1.684
Supplier development 40 1 5 1.421
Good customer relationship management 40 1 5 1.369

Source: Research Data(2013)

The findings tabulated above confirm that there arenumber of supply chain

management practices that have been adopted by Kiha#aged tea factories in Kenya.
The supply chain management practices with a médnindicate that they have been
adopted to a very great extent among the tea fastofhey include: good customer
relationship management with a mean of 1.369; autsog of noncore products and
activities with a mean of 1.874; reduction of cytitees across the supply chain with a
mean of 1.684 and supplier development with a mefrl.421. The study also

established that there are some supply chain maregepractices that have been
adopted to a great extent among the KTDA managedateories. They include sharing
information across the supply chain with a mear2.a#8; purchasing quality products
with a mean of 2.232; reduction of lead time withmean of 2.432 and process
integration with a mean of 2.618. The study furtmeveal that the supply chain

management practices that have been adopted tadarate extent by the tea factories
include: Partnering with suppliers with a mean &f53; integration of the supply chain

internally and externally with a mean of 3.226 dndlding long lasting relationships
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with stakeholders with a mean of 3.663. It was alddent from the findings of the study
as illustrated above that three supply chain manage practices have been adopted by
the tea factories to a small extent. They inclystestponement of non urgent activities;

risk and award sharing as well as just in timevaeyi.

4.4 Relationship Between Supply Chain M anagement Practices and Performance
The study sought to investigate the relationshipveen the supply chain management

practices adopted by the KTDA managed factories #meir performance. The
profitability of the tea factories was used to mgasthe performance and Return on
Assets was used as the measure of profitabilitg fblowing are the results from the

regression analysis.

Table4.5: Moded coefficients

Unstandardized Standardized t Sig.

Coefficients Coefficients

B Std. Error Beta
(Constant) 12.632 2.409 3.056 | .004
Supplier relationship mgt 836 326 621 3.382|.002
customer relationship mgt .964 412 7251 1.499(.001
Information sharing .863 .342 .634 | 3.509(.002
Outsourcing .459 .196 .362| .148|.074
Supply chain integration .356 132 .186| .098 |.114
Supplier partnership .548 .258 .269| .164(.005
Quality information .674 .362 457 .222(.002
Postponement 324 .146 .168| .084].118
Quality improvement .231 .096 .094| .073(.135
Customer service mgt 1.124 423 1.107| 2.152|.000

Source: Research Data(2013)
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Table 4.5 of model coefficients indicates that thi ten independent variables which
include supplier relationship management; infororatsharing; customer relationship
management; outsourcing; supply chain integratisapplier partnership; quality
information; postponement; quality improvement aodtomer service management have
positive coefficients. Using a significance levéBb&o, co-efficients having a p-value less
5% are considered significant. These are x1(0.202J0.1%), x3(0.2%), x6(0.5%),
x7(0.2%) and x10(0%). The rest are not statistycalpnificant. Based on the model
given in chapter three of this document and bya®ph the values of b with the
coefficients above, the following model was obtdine Y=
12.632+.836x1+.863%x2+.964x3+.459x4+.356X5+.548X64XG +.324x8+.231x9+

1.124x10.

Table 4.6: Full modd

Model R R Square Adjusted R Std. Error of the

Square Estimate

.676% 457 423 .184

Source: Research Data(2013)

The findings as indicated in table 4.6 above retteal the ten supply chain management
practices account for 45.7% of the profitability ttfe KTDA managed factories in
Kenya. This implies that collectively, supplier agbnship management; information
sharing; customer relationship management; outsayrcsupply chain integration;
supplier partnership; quality information; postporeat; quality improvement and
customer service management explain 45.7% of thenee in the performance of the

tea factories. The unexplained variance is 54.3%clwlmplies that there are some
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factors not covered by this study that are respbmsior explaining this remaining

variance.

Table4.7: Anova

Sum of Squares df Mean Square F Sig.
Regression 2.782 4 .551 2.128 .012
Residual 4.636 8 .224
Total 7.418 11

Source: Research Data(2013)

Table 4.7 indicates the significance of the fulldabthat has been discussed in table 4.6.
The significance value is 1.2% which is less thé& Blence, the full model is overally
statistically significant thus a suitable model éxplaining the supply chain management

practices and performance.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction
This chapter presents the summary of findings enréhationship between supply chain

management practices and performance of KTDA mahage factories. The chapter

also provides conclusions, recommendations andestiggs for further research.

5.2 Summary of Findings
The purpose of this study was to establish thetioglship between supply chain

management practices and performance of KTDA mahdga factories. The study
established that the factories adopt several sug@in management practices to varying
degrees. For instance the findings from the studgfiened that the supply chain
management practices that are adopted to a veat gsgent by the factories include
good customer relationship management, outsoufimgpncore products and activities,
reduction of cycle times across the supply chaohsupplier development. These are the
supply chain management practices that found tmdr® common and widely applicable
among the factories that participated in the stuflye findings are similar to Tan,
Kannan, & Handfield (1998) who observed that thedera evaluation of the SCM
practices comprises of partnership with the supptieocess of outsourcing, compression
of cycle time, continuousness of process flow dmtiag or technology and information.
However, this differs from Abdifatah (2012) who fal out that maintaining good
supplier relation, effective and efficient interngerations, continuous improvement,
flexible production processes, use of technologgpdeed up humanitarian work, inter-

organization integrations and simplicity in interrogperations are among the practices
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prevalent among humanitarian organizations in Keltyaas also clear that some other
supply chain management practices are applicablengnthe tea factories to a great
extent. They include sharing information across sheply chain, purchasing quality
products, reduction of lead time and process iategr. However, there are some supply
chain management practices that are applicablenmderate and small extent such as
partnering with suppliers, integration of the sypghain internally and externally,
building long lasting relationships with stakehokle postponement of non urgent
activities, risk and award sharing as well as jostime delivery. This however differs
from Soo Wook Kim (2006) who found out that supphain integration has statistically
significant influence on both SCM practice and cetfitfpn capability. This means that,
in large firms, SC integration may play an infrastural role for direct effects of SCM
practice and competition capability on firm perfamge. This points out that it is

important for firms to embrace supply chain intéigraas well to improve performance.

The findings of the study reveal that the ten irhefent variables of the study which
constituted ten supply chain management practides ts, supplier relationship

management; information sharing; customer relalignsmanagement; outsourcing;
supply chain integration; supplier partnership;lgquanformation; postponement; quality
improvement and customer service management hatlvposoefficients and explain

45.7% of the variance on the performance of thefdetories. This was a confirmation
that they explain a significant portion of the penhance of the KTDA managed tea

factories in Kenya.
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5.3 Conclusions
KTDA managed tea factories adopt a number of supplin management practices to

varying degrees. Good customer relationship managenoutsourcing of noncore

products and activities, reduction of cycle timesoas the supply chain and supplier
development are the most common and popular antentga factories followed by other

supply chain management practices such as sharfogmation across the supply chain,
purchasing quality products, reduction of lead tiamed process integration that are
adopted to a very great extent. The ten supplinam@anagement practices that formed
the independent variables of this study explairr%bof the variance in the performance

of KTDA managed factories in the country.

The existing literature suggests that implementatdb SCM can considerably improve
the performance of an organization such as incdeagstomer service level, inventory
turnover and reduced cost (Kopczak & Johnson, 2Q@%, 2000; Mentzer, 2004).
Critical analyses from this study confirm the thedinat SCM practices considerably
improve the performance of KTDA managed factoridsreover, earlier case studies
have shown that IT and information sharing sigaifity contribute to most performance
measures. The internal operations practice coréihbto more performance measures
than supplier and customer relationship practiceis Tindicates that relationship of
suppliers and customers practices is mediatedteynal operations practice. Firms need
to achieve internal integration before embarkingsymchronizing their suppliers and

customers (Cachon &Fisher, 2000).
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5.4 Recommendations
The study has revealed that the supply chain manegiepractices are applied to varying

degrees by the KTDA managed factories all of theenimportant in the organization. It
will be important for the tea factories to be urgeddopt equally these practices in order

to enhance performance.

The study has revealed that the supply chain mamagiepractices explain 45.7% of the
variance on performance of KTDA managed factone&e&nya. The companies should
be encouraged to enhance adoption of these pradinee they have the potential of

improving their performance.

5.5 Limitations of the Study
Time was not enough to conduct a survey of alltdzefactories in Kenya. This is the

reason why the researcher chooses to conduct aysaf\the KTDA managed factories

alone thus leaving out the others.

These findings are more relevant to KTDA managectofees only and not other

factories that are privately owned or not underrttamagement of KTDA.

5.6 Suggestionsfor Further Research
It is clear from the study that supply chain intggm is low among the KTDA managed

factories. It will be important to conduct a stuidy establish the challenges of supply

chain integration among the factories.

Enhancement of adoption of supply chain managemamaictices may require

benchmarking for best practices. It will be impattéor the tea factories to carry out a
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comparative study with industry leaders in orderbenchmark for best practices in

supply chain management.
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APPENDICES

Appendix |: Research Questionnaire
The purpose of this questionnaire is to collectadah the effect of supply chain

management practices on the performance of KTDAaged factories. Kindly provide
the appropriate responses for each of the questidms information provided will be

held confidential since it is meant for academigopses only.

PART |: General information

Kindly provide the appropriate responses to thiefahg questions.

1. For how long has this factory operated?
[ ] Less than 5 years[ ] Less thapek®ds [ |  More than 10 years
2. What is your designation?
a) Procurement/Purchasing/stores clerk
b) Procurement /supply chain officer
c) Procurement/supply chain manager
d) Other (Specify)
3. For how long have you worked with this factory
a) 1-5years
b) 6-10 years
c) 1l1-15years
d) Above 15 years
4. Are the operations in the factory integrated?
i) Yes
ii) No
PART II: Supply chain management practices

This following is a list of supply chain managemenactices, please indicate the extent

to which each one of them has been adopted iny@anization.

42



Use the following Key: VGE= Very great extent, Ggreat extent, ME=Moderate extent

SE= Small extent and NE= No extent

NO. SCM Practice VGE | GE | ME | SE | NE
1. Partnering with suppliers
2. Sharing information across the supply

chain

Good customer relationship management

4. Outsourcing of noncore products and
activities

5. Reduction of cycle times across the supply
chain

6. Purchasing quality products

7. Integration of the supply chain internally

and externally

8. Building long lasting relationships with
stakeholders

9. Postponement of non urgent activities

10. Reduction of lead time

11. Supplier development

12. Risk and award sharing

13. Process integration

14. Just in Time delivery

11. Please indicate any other supply chain managgepractices that are common in

your organization
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PART I11: Effect of Supply Chain Management Practices on Supply Chain
Performance
Kindly provide approximate figures on the variahileat are listed in the table below for

the period between 2003-2012.

NO. Variable 03|04|05 06|07 (080910 11| 12

1. Number of suppliers factory

partnered with

2. Number of stakeholders
linked to factory

3. Number of customer
complaints
4. Cost savings from

1)

outsourcing of noncor

products

5. Average cycle time tp

complete a transaction

6. Cost savings from quality
purchases

7. Number of firms linked to
factory

8. Average lead time

9. Number of suppliers
developed

10. Factory profit
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