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ABSTRACT

The study objective was to determine the influeotehange management practices on
corporate governance at Laborex Kenya. Organizatioday continue to face business
related problems that force them to adjust or chafdney are therefore undertaking
strategic changes in order to align their busirstestegies to the environment thereby
matching their resources and activities to thatrenment. Corporate governance hence
plays a significant role in ensuring that the neledbanges take place successfully.
Strategic change management is an important preoess it can deliver vast benefits by
improving the system and thus satisfy customer siglddw these changes are managed
can have a profound influence on the corporate m@avee of an organization. The
choice of the change practice, agent of changdiamainess all have a role to play when
instituting changes. For a pharmaceutical distabirt Kenya to operate efficiently in a
changing environment, there is need to take intosicieration the influence change
management practices may have on running of thanargtion. The research design
used case study method aimed at investigating rifieence of change management
practices on corporate governance at Laborex Kehya.study used an interview guide
to obtain data required to meet the specific objeadf the study. The respondents were
the Chief Executive Officer, marketing and Finabeeectors. Interviews were conducted
with all the three. Given their positions and seeviyears with the organization, their
information was considered representative enoughhfe study. The study concludes
that, the success or failure of change managemaeant brganization will eventually have
a bearing on its corporate governance. It may somstbe necessary to have a change at
the top in order to have meaningful changes esipediadhe old management was the
one in charge when the problems developed. Givemalture of the positions held by the
respondents and that information relating to sjate any organization is always treated
with sensitivity, it was difficult to get appointmeinitially. The researcher had to inform
the respondents in advance that the purpose faretearch study being carried out was
meant for academic purpose only. Further reseancld be carried out around the
change management strategies so that organizaionsecome more aware of them and
put them into practice.

Key words: Change management, Corporate governance, Stakesdithvironment
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CHAPTER ONE: INTRODUCTION

1.1Background of the Study

Many organizations are occasionally faced with leimgles that force them to adjust or
change (Burnes, 2004). Development organizationgatrticular, regularly have to go
through change processes when having to respontewo development scenarios or
simply as part of their expansion or restructupmgcesses. Johnson and Scholes (2002)
define change management as the deliberate andicated actions taken to transform

an organization to overcome environmental challemg@rder to achieve its objectives.

Hence organisations are undertaking strategic @iy order to align their business
strategies to the environment thereby matching rémources and activities of an
organisation to that environment. Change is inblétaand ubiquitous in a rapidly

expanding world Rettigrew, Woodman and Cameron, 2D0Zorporate governance is a key
element in improving economic efficiency and groveh well as enhancing investor
confidence (OECD Principles, 2004). Good corpogaieernance should provide proper
incentives for the owners and management to pwbjeetives that are in the interests of
enterprise. It rises when power of management teméte a threat for owners. Thus, in
the beginning OECD defines corporate governancea agstem by which business
corporations are directed and controlled, or ashallorganizational mechanisms, which
have the effect of bounding the power and of infiieg the decisions of the managers.
In other words, the mechanisms govern their belhmvamd define their discretionary

space (Huang and Mak, 1999).



In stakeholder theory of the firm, shareholders lawe one of a number of important
stakeholder groups. Like customers, suppliers, eyegls, and local communities,
shareholders have a stake in, and are affectetthéyirm’s success or failure. According
to one typical formulation of the claim, in the samay that a business owes special and
particular duties to its investors, it also hadedént duties to the various stakeholder

groups.

Laborex Kenya, one of Kenya’s largest pharmaceluticgtributors has an innovative
development strategy that hinges on exploiting pléential for growth lying latent
within the company’s different assets. Laborex atstogether a remarkable portfolio of
businesses, always picking leading brands and coiepavith differentiating qualities
that enjoy exceptional appeal. Their commercialcess stems in large part from a
capacity to anticipate market expectations. Thepaomy is bound into a strong culture of
cost-control and seeks constantly to refine thesifess models to enhance operating

profitability.

1.1.1 Change Management

Change management has been defined variedly bgreiiff authors. Dawson (1994),
defined change management as the use of systermetibods to ensure that an
organization change can be guided in the plannegttthn, conducted in a cost effective
manner and completed within the targeted time framé with desired results. This
definition placed emphasis on the process. Juds@s6) defined change management as
a structured and refined approach to achievingséasied change in human behavior

within an organization thus focusing his definitiom the people aspect of change.
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Change management draws from a number of sociaiptires and traditions.
Disciplines relevant in understanding organizatioohange include organizational
theory, organizational behavior, human resource agament, organizational
development among others. Some schools of thohghfdrm the foundation for change
management include, individual behavior, group dyica and open system. Individual
behavior holds that behavior is learned and the&nieg takes place through some
external stimuli like reward, punishment and reinéament. Group dynamics on the other
hand looks at individuals as members of a groug they are a function of the group
environment. The individuals will therefore behawea way to conform to group
pressures. In the open system, organizations anpased of a number of interconnected
subsystems. A change in one subsystem impactseonthier subsystems because they

are in constant interaction with the environment.

According to Balogun and Hailey (1999), contexttedtures that should be taken into
account when designing change programmes incluges¢bpe, institutional memory,
diversity of experience within an organization, tdapability of managing change and the
readiness for change throughout the different keval the organization. There are
different approaches to managing change. Thessumigen, planned and incremental.
Kazmi (2002) says that change is not linear andetbee cannot be worked on a
mathematical formula basis with a set of varialbited will yield a fixed answer for their
combination. Aosa (1996) points out the necessitgarrying out change within the
context of unique environmental challenges withiinica. Therefore change is context

and environmental dependent, and there is no ostenzsy.



1.1.2 Corporate Governance

Corporate governance refers to the set of systpmg;iples and processes by which a
company is governed. They provide the guidelinescasiow the company can be
directed or controlled such that it can fulfill geals and objectives in a manner that adds
to the value of the company and is also beneficakll stakeholders in the long term
(Pettigrew, 1987). Stakeholders in this case wondlude everyone ranging from the
board of directors, management, shareholders tomess, employees and society. The
most influential parties involved in corporate gmance include government agencies
and authorities, stock exchanges, management whotide the board of directors and
its chair, the Chief Executive Officer or the eclent, other executives and line
management, shareholders and auditors. Other milestakeholders may include

lenders, suppliers, employees, creditors, custoar@dhe community at large.

Corporate governance can also be seen as a sygtarhidh business corporations are
directed and controlled or as all the organization@achanisms, which have the effect of
bounding the power and of influencing the decisiohthe managers. Metrick and Ishii
(2002) define corporate governance as both the ipeoto repay a fair return on capital
invested and the commitment to operate a firm ieffity given investment. Cadbury
Committee (1992) defines corporate governance esyltem by which companies are
directed and controlled. According to Mayer (19%6porate governance is concerned
with ways of bringing the interest of investors andnagers into line and ensuring that

firms are run for the benefit of investors.



Corporate governance is concerned with the relshipnbetween the internal governance
mechanisms of corporations and the society’s cdiwmemf the scope of corporate
accountability (Deakin and Hughes, 1997). Cadbuwgort (1992) identified three
fundamental practices of corporate governance aargss, integrity and accountability.
These principles are relevant to both private andlip entities. The Cadbury report
defined these three principles in the context ofgte sector and more specifically of
public companies. In the context of public sectbese definitions need to be adopted to
reflect the key characteristic of public sectoiitegg which distinguish them from private

sector.

In particular public sector entities have to sgtiaf more complex range of political,
economic and social objective which subject thematddifferent set of external
constraints and influences; and are subject to fofnaccountability to their various
shareholders which are different to those thatrapamy in the private sector owes to its
stakeholders. The report of the Nolan committedliphed in May 1995, identified and
defined seven general principles of conduct thaukhunderpin the public life. The
committee recommended that all public sector @stisthould draw up code of conduct
incorporating these principles. The principles amdflessness, integrity, objectivity,

accountability, openness, honesty and leadership.

1.1.3 Pharmaceutical Industry in Kenya

Increased public and private sector expenditurd@aithcare, coupled with increasing
levels of medical insurance coverage and contirfaegign donor funding, are creating

significant opportunities for growth within the Kgan pharmaceutical industry.
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The pharmaceutical industry in Kenya will contirtaeexhibit continued expansion as the
government boosts the allocation of resources twige healthcare for all. Growth in
healthcare industry in Kenya will continue to b@sorted by increasing expenditure on
healthcare, within both public and private sectdfe Ministry of Health has undertaken
to widen access to affordable healthcare throughoowcing of both public and private
hospitals to provide medical services to the huge service and possibly roll out the
same to the rest later. This expanded outlay withe public sector, combined with
rising private expenditure and greater levels stirance coverage will drive the further

growth of pharmaceutical industry.

The pharmaceutical industry in Kenya earned revemfiés208.6 million in 2007 and is
estimated to reach $ 558.5 million in 2014 (Froxd &ullivan, Strategic Analysis of the
Healthcare Industry in Kenya, 2008). The pharmacautindustry comprises of
manufacturers, distributors, wholesalers and mwilManufactures will in most cases
depend on distributors to access the market. Digtsrs normally have several channels
to move the manufacturers’ products. These are eglatdrs, retailers, government

institutions, non-governmental organizations.

There are more than 100 registered pharmaceutisalbdtors in Kenya who directly

import their goods from around the globe. The np@yers however are Laborex Kenya,
Surgipharm, Phillips and Omaera. These four congsaaie estimated to control 50% of
the pharmaceutical market in Kenya. The marketetttistributors compete for are the
wholesalers, retail pharmacies, hospitals and faicinics, NGOs, institutions and the

government.



The industry profitability is attractive rangingofn 30% to as high as 90%. Laborex
Kenya is currently thought to be the largest phaentcal distributor in the country with

annual turnover of over $60 million.

1.1.4 Laborex Kenya Ltd

Laborex Kenya Ltd is a subsidiary of the Euraphar@eoup in Paris, France.
Eurapharma is the largest pharmaceutical distritintéfrica, founded in 1949 in Dakar,
Senegal. In Kenya, Eurapharma acquired a localnpdegutical distributor Howse &
McGeorge in 1995 and renamed it Howse & McGeordaokax and eventually Laborex
Kenya Ltd. in 2007. Laborex engages in pharmacauticstribution and marketing. It
has five branches spread throughout the countryrobiawhich doubles up as the
headquarters, has two offices, one in CBD whick asta supply centre for customers in
that area and on Mombasa road where the core agtration sits and also looks after
customers from the Central, Eastern and Northerts jpd the country.. Nakuru branch
covers the Lower Rift Valley up to Kericho Countidoret branch is responsible for
customers in the Upper Rift Valley while Kisumu hch takes care of those in Western

part of the country. Mombasa branch runs the raffaf the coastal region.

The holding company Eurapharma defines Laborexjb-tevel strategy and ensures the
interests of the Group’s various stakeholders renadigned. Laborex applies cross-
functional policies to optimize specific key proses for the company as a whole,
notably talent management. Sharing of knowledgeuifinout the company as well as
dissemination of best practice is encouraged. hbips drive creativity, innovation and

excellence in process, optimizing the use of resEsiand to cut costs.
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Expertise in retailing and brand management gi\esotex a special know-how when it
comes to selling. Supply chain management is ano#inea where synergies are
particularly well exploited. By bringing togethdreise exceptional skills, Laborex Kenya
has gradually moved the centre of gravity of iteecassets into a group of universal and

powerful brands focused around quality healthcaoelyucts.

Laborex Kenya has more than 120 employees. Thenempagement of Laborex Kenya
comprises of three directors, the Chief ExecutiyBc€r, the Finance Director and the
Marketing Director. The middle-level managementasnprised of the human resources,
finance, marketing, commercial, regulatory, transperations and branch managers.
Each branch has a manager all reporting to the &iaudk Director. The three directors
are responsible for developing the company’s sisaéand ensuring that the set objectives
are met. They are involved in capturing the envitental changes as advised by the
middle-level managers and crafting a response gocttallenges emanating from these

changes.

1.2 Research Problem

Organizations go through various internal changegsses throughout their normal life
cycle where organizational leaders may create changing forces within the

organization. For instance, some organizationgateitradical change that results in
structural transformation through which organizasioattempt to revitalize business
orientations (Chandler, 1962; Child, 1972; Millek982; Miller and Friesen, 1982)

through changing the reporting structure.



Changes in corporate governance should primariseawhen there is Chief Executive
Officer turnover and should depend on the qualityhe new Chief Executive Officer
relative to the old one. Governance standards dhouprove when the new Chief
Executive Officer is of better quality than the ade and should worsen when on the

contrary the new Chief Executive Officer is of weguality than the old one.

Laborex Kenya’'s growth opportunity revolves arouhd immense resources that are
readily available within the organization. Labotes managed to get distributorship for
leading pharmaceutical companies with interesthim Kenyan market. Their business
achievement is due mainly to their ability to sth@ environment and adapt accordingly
to meet market demands. Laborex Kenya stronglyreaothe tradition of putting a tight

control on operating costs and frequently pursagmprove on their business models to
increase the organization’s financial performancbange management will therefore
continue to attract attention because it plays r@trakrole in the overall success of
organizations today be they small or large, prafit non-profit making and even

government institutions worldwide.

A number of case studies have been conducted amy rmampanies on change
management: Kenya Revenue Authority (Ayuma, 2088Rep Bank (Gathungu, 2008),
Department of Immigration (Khamis, 2008), AON Minkeisurance (Kibunga, 2008),
Nairobi City Council (Muhia, 2008) among others. myaof these studies are devoted to
identifying change factors from both the externald ainternal environments. As
organizations face the dynamic changing environptbel are required to adapt change

and in some cases totally transform.



Earlier research examines environmental factorsrtizdivate organizations to change in
response to external environmental threats androppbes and focus on environmental
factors that may motivate organizations to changle studies have discussed change
management as the deliberate and coordinated adtkan to transform an organization
to overcome environmental challenges in order aehiéts objectives. Hence
organisations are undertaking change managememrdar to align their business
strategies to match the resources in the environlenknown study has been done on
the influence of change management practices opocate governance at Laborex
Kenya. This study therefore seeks to fill in thepgoy investigating the influence of
change management practices on corporate governaitbe specific reference to
Laborex Kenya. What is the influence of change rgan®nt practices on corporate

governance at Laborex Kenya?

1.3 Research Objective

The objective of this study was to determine thBu@mce of change management

practices on corporate governance at Laborex Kenya.

1.4Value of the Study

Findings of the study will particularly make a cabttion to theory by providing
additional knowledge to existing and future ingtdns on change management and
corporate governance and provide information toemmdl and current scholars on
strategic management in Kenya. This will expandirtH@owledge on strategy

implementation and also identify areas of furthiadsy.
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The study will be a source of reference materialffture researchers on other related
topics; it will also help other academicians whalertake the same topic in their studies.
The study will also highlight other important rétetships that require further research.

This study will also be of significance to the phaceutical industry.

It would help them understand the influence of geammanagement practices on
corporate governance in one of the successful pdzeutical distributors in Kenya. In
practice, this study will establish how one of lbeal companies managed change so that
the desired deliverables can be achieved. Corpexaeutives can also get an insight into

the local experience of managing change.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of change managepresess, change management

theories, change management practices, and coepgmaernance.

2.2 Theoretical Foundation

Change management encompasses the requestingnidatgr attainability, planning,

implementing and evaluation of changes to a systehmas two main goals, supporting
the processing of change which is mainly discudse@ and enabling traceability of
changes, which should be possible through propecwgion of the process described
here. This study addresses change management freystem perspective to change
management related to organizational developmetitpaople (Crnkovic and Persson,

2003).

Change management is an important process, bedagaa deliver vast benefits by
improving the system and thereby satisfying custameeds, but also enormous problems
by ruining the system and or mixing up the chandmiaistration. Furthermore, at least
for the Information Technology domain, more fundsdavork are put into system
maintenance which involves change management thémetinitial creation of a system
(Dawson, 1994). According to Hardy (1995), the lafvcontinuing change shows that
systems that are used must change or automaticatigme less useful and the law of
increasing complexity indicate that through chanties structure of a system becomes

ever more complex and more resources are needsahpdify it.
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The organizational environment is nowadays alsdroated with many changes due to
increasing worldwide competition, technological adees and demanding customers,
(Huang and Mak, 1999). Therefore, change manageisaiso of great importance in

this area. Change can be approached in two diffevays, planned or emergent.

Planned approach puts too much emphasis on manageértheir ability to control the
outcomes of change programmes (1992). Advocatesménned change model can be
criticized because of their attempt to impose ateoand a linear sequence to processes
that are in reality messy and untidy, and whichoichin an iterative fashion with much
backtracking and omission (Buchanan and Storey,7J19BPlanned approaches have
typically ignored the role of power and politicsarganizational change and, in doing so
have limited our understanding and therefore oulitgltlo manage change effectively
(Hardy, 1995). This study is anchored on planneghgk. Theories published so far on
planned change are Lewin’s, Schein’s, Lippit, Watsnd Westley’'s, Kotter's and

Shield'’s.

In Lewin’s Model, there is a stipulation for thrdestinct steps in change management if
it is to be effective. These are unfreezing thes@mg moving from the present and
freezing. If this model is not followed, then chasgwill be short-lived. In other words,
you can cause needed change to occur. Howeverder &or change to be permanent,
you must dismantle the present as well as the déapaio move back to the present,
move from the present to the future and put in@ldhe people and processes to ensure
permanency (Lewin, 1951). This model is still relatvin terms of what to do. However,
the speed at which it must be done has increasedatically.

13



Lewin’s Model as an example of planned changepisarresponse to unplanned change.
Yet it is applicable when unplanned change ocaquasticularly if we know in advance
that there is some probability that the change @aglbur. Examples are weather- related
disasters such as hurricanes, earthquakes, tomafloeds and tsunamis. The U.S.
agencies in charge of responses to natural disalséete experienced various structural
and reporting changes. However, months after thedames occurred, mobile homes
intended for victims of Katrina and Rita in Louis&é Mississippi and Texas were sitting
unoccupied in Arkansas. Perhaps the right orgtoiza leaders, processes and structure

need also to be in place.

The three steps of Lewin’s Change Model is disaligseSchein (1992, 1985, 1980) as
three stages of change and describes ways to mafseeorganization, move it from the

status quo to a future state and freeze the chahfgeindicates that for unfreezing to

work and for people in the organization to embreltange, they must experience a need
for change, i.e., dissatisfaction with the status.drhen, once the need for change and
the desired change are introduced, people willtlsegap between what exists and what
will exist. Because of guilt and or anxiety, peopid be motivated to reduce the gap and

achieve the desired change.

In order to be productive and efficiently and efifeely accomplish the required change,
people must feel psychologically safe. They mustbsured that moving or changing
will not cause them humiliation, punishment, orskes of self esteem (Schein, 1992,
1985, 1980). Stage Three is Refreezing in Schemoslel, and is segmented into two
parts — self and relations with others.

14



In order to make changes permanent, people musompaiy make the changed way of
doing things a comfortable part of their respectedf-concepts. They also must ensure
that their respective attitudes and behavior agnedl with the system and relationships
with others, both of which must become frozen, permanently changed (Schein, 1992,

1985, 1980).

The terminology and number of steps of Lewin’s Moalie expanded and changed by
Lippitt, Watson and Westley (1958). Their PhasesCbhnge Theory includes seven
steps. The seven steps focus more on the roleespadmsibility of the change agent than
on the evolution of change itself (Lippitt, Watsand Westley, 1958). The seven steps
are, diagnose the problem, assess the motivatidncapacity to change, assess the
motivation and resources of the change agent, ehpasyressive change objects, select
the role of the change agent, maintain the changdefiaally, gradually terminate from

the helping relationship

A model which should be used at the strategic |l®fehn organization to change its
vision and subsequently transform the organizati@s developed by Kotter (1996).
Studies using this model have shown that the chamgeess goes through a set of
phases. Each phase lasts a certain amount of tichengstakes at any phase can impact
the success of the change. Kotter’s eight stepoagprto change management starts with
establishing a sense of urgency. People typicakfep the status-quo. Change means
uncertainty about what the future looks like. Unaity makes people uncomfortable.
Furthermore, people tend to mistrust things abduthvthey are uncertain (Kotter, 1996,
1998).
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The second step is creating the guiding coalitidns is similar to interventions in drug
treatment. You can try and battle the resistanahémge that people have by yourself, or
you can make your life much easier by enlisting bedp of others. To counteract
resistance, one option is to form a powerful caalitof managers to work with the most
resistant people (Kotter, 1996, 1998). Third seegeaveloping a change vision. While it
is not impossible to get things done without amié&diplan of action, it is much simpler if
there is a clear plan in place. Since the statasisjunore comfortable for most people,
they are likely to revert to business as usualratdlow with changes without a plan in
place. Creating a vision and the strategies foreagig the vision will help expedite the
change (Kotter, 1996, 1998). Forth step is comnatimg the vision. If people do not

know that change is coming or has occurred, theyraore likely to resist the change.

The fifth step is empowering broad-based actiorm&uabering once again that people
tend to prefer the status quo and are appreheabiwet new experiences, they must be
encouraged or inspired to change. This step seeins &n extension. People need to be
rewarded when they break away from old behaviots dm something that is new and

desirable. Basically it is positive reinforcement.

Step six is generating short-term wins. This is skep where you plan for, create and
reward short-term wins that move the organizatowetrd the new vision change (Kotter,
1996, 1998). Step seven is never letting up. By tkiep, resistance should be
diminishing, but actions still need to be observe8o, the change is nurtured and
adjustments made as necessary change (Kotter, 1198). Lastly, step eight is

incorporating changes into the culture.
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When it comes to work, you can never tell somearmmugh about all the good reasons
why the things they do make them and the compasycaess. Otherwise, some people
will tend to behave as if they have no reason taadgthing differently than they did

before. So, to make the changes more permanenfore them by demonstrating the
relationship between new behaviors and organizatisnccess change (Kotter, 1996,

1998).

Shield’s model builds on the idea that when chafags, it is because of insufficient
attention to the human and cultural aspects ofnassi (Shield 1999). Shield suggests that
there are critical components that are necessatgdders to change an organization. If a
change occurs in one component and one does gaotthe other components, this will
lead to inefficient work processes. This systeregrdites human resources management
with business process innovations. Organizatiteedlers who are considering change
should clearly understand which strategies theytwaohange and define critical success
factors so that they will know the extent to whible desired change is possible. Some of
the change models do not address this phase ofjeh@mnganizations must communicate

the strategic objectives to the work force.

Finally, organizational leaders must review eactlihef work elements to identify their
degree of alignment in support of the businessegya(Shield, 1999). According to
Shield (1999), there are five steps to accomplisinge. First define the desired business
results and change plans, secondly create capcinell as capability to change, thirdly
design innovative solutions, fourthly develop arepldy solutions and finally reinforce
and sustain business benefits.
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2.3 Change Management Practices

There are different practices of managing strategange. Whoever is in the position of
managing change needs to consider the style of geament they adopt. These practices
are education and communication, collaboratioreri@ntion and direction. Education
and communication, as explained by Johnson, SclasldsWhittington (2008) involve
the explanation of the reasons for and means affegfic change. It might be appropriate
if there is a problem in managing change based winformation and if there is
adequate time to invest in persuading people awel tiliem a chance to assimilate the

information.

The drawback here is assuming that reasoned ardgumiéiovercome perhaps years of
embedded assumptions about what really matter<iedlgaf there is a lack of mutual
trust and respect between managers and employaess@h, Scholes and Whittington,
2008).Collaboration is the involvement of those wiith be affected by strategic change
in the agenda. It is a way of building capabilitydareadiness for change. It fosters a
positive attitude to change since people will e donstraints the organization faces as

less significant and are likely to take ownersHigmmd commitment to a decision.

The risk here is that solutions will be found frawithin the existing culture so anyone
who sets up such a process may need to retainbiligy 40 intervene in the process
(Johnson, Scholes and Whittington, 2008). Inteieantis the coordination of and
authority over processes of change by a changet agem delegates elements of the

change process.
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The advantage here is that it involves the membérthe organization, not only in

originating ideas but also in the partial implenagioin of solutions. For example, those
who originate ideas may be given responsibility émordinating or overseeing the
implementation of such strategic change. This eaient is likely to give rise to greater

commitment to change (Johnson, Scholes and Whitim@008).

Lastly, direction involves the use of personal ngamel authority to establish a clear
future strategy and how change will occur. It isesdially top-down management of
strategic change. It may be associated with a eies@mn or strategic intent developed by
someone seen as a leader in the organization. ©fliphside, directive style becomes
coercion, involving the imposition of change or thguing of edicts about change. This is
the explicit use of power and may be necessaryaf drganization is facing a crisis

(Johnson, Scholes and Whittington, 2008).

2.4 Corporate Governance

A corporate governance system rightly directsefferts on the firm's resources and
capabilities because inefficient accumulation amgblayment of these resources and
capabilities are the key causes of agency probl&ush inefficiency results from the
misalignment of managers’ motivation with that bétfirm owner, which hinders the
utilisation of firm resources and capabilities togsrealising their full value. Thus, the
effects of corporate governance need to be exanundtie basis of the firm’s profile of
resources and capabilities. The firm must also take competitive actions to achieve

economic again.
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Therefore, it is necessary to first understandetiiects of corporate governance on firm
competitive actions rather than simply linking aangte governance directly with firm
financial performance. And, since firm competitagtions are interconnected, it is more
appropriate to examine the governance effects enowerall patterns of firm-level
competitive actions than to only investigate hownfistrategies in specific areas like
Research and Development, internationalisation, ate influenced by corporate

governance.

Analogically, corporate governance can be viewed &alve that is installed to control
the flow of firm resources or capabilities towardsonomic value-increasing
deployments by reducing inefficient managerial thi@ns of firm resources and
capabilities. Further, among various mechanismsogborate governance, the board of
directors is likely to affect both the motivationdacapability of the firm to undertake
competitive actions. On the one hand, the boardictors, along with other hand,
outside directors may lack the necessary informadiad ability in effectively monitoring
managers even though these directors are supposteoigly motivated to do so. Thus,
the proposed multi-theoretic approach needs togrése how different dimensions such
as motivation and capability of the governanceesysinfluence firm-level competitive
behaviour. Agency theory has been the dominant lfagi corporate governance research
due primarily to its effective characterisationsoime key governance issues. Numerous
empirical studies of corporate governance emergaglaying both informal and formal

principal-agent logic.
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The foundational premise is that effective goveosaneeds to better align managers’
own interests with those of owners, thus leadindirta behaviours that are consistent
with owners’ expectations, and superior firm-levielancial performance due to

reduction of agency costs (Eisenhardt, 1989).

When examining the effects of corporate governarmsapirical research has been
conducted at outcome and behaviour levels. At thieame level, researchers have
employed various approaches of firm-level perforogaand tested hypotheses derived
from the agency-theoretic model in numerous enmglirgettings. A large number of
review papers and meta-analyses sum up confli@mgirical findings concerning the
relationship between corporate governance effestise and firm financial performance.
Two possible explanations for such conflicting emgal findings are normally

considered.

First, the expected positive relationship betweeveghance effectiveness and firm-level
financial performance ignores key linkages betwé#ggse two constructs. Pettigrew
(1992, p.171) observes that great inferential leapsnade from input variables, such as
board composition to output variables such as bpartbrmance with no direct evidence
on the processes and mechanisms which presumaklthé inputs to the outputs. At the
firm level, the apparent link between input varesblsuch as corporate governance
mechanisms and output variables is the competi@reviour of the firm. Secondly, the
relationship between competitive behaviour and frenformance is still subject to the

influence of contingent forces such as industryiremwnent.
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2.5 Change Management on Corporate Governance

The change models and theories presented in thgsrpghare similar characteristics
which are noted in various steps of the models.oAlthe models identified a process
where the organization has to establish a reasdmaad for change. This step has to
start with the leaders of the organization. A conys challenge is to select the right
organizational leaders who can create an atmosphkeee people are inspired to go
beyond the minimum expectations. People do not weachange unless there is a reason
to change. All of the models incorporate the deweldent of a vision or desired business
result and movement from the status quo to a fustate. Visioning is one of the most
important steps of a change process. A good visghps people in the organization know
where they are going. Many organizations have @mitvisions that are published,
distributed to employees and hung prominently @walls. Having a published vision is

not enough to direct people to a future state sisathem in getting there.

The leaders have to communicate the vision to #wple within the organization and
they have to lead by example to make the visioh When there is a difference in what
leaders say and what leaders do, this leads tesadbtrust and faith among the leaders
and their people. If the vision of a company ih&ve the best workforce in the industry
and the leaders disregard employee opinions itssarvdrong message (Simonson, 2005).
Conventional corporate governance research basagemcty theory generally focuses on
identifying mechanisms that can achieve effectilignanent of interests between
managers and owners and on studying the effectsush mechanisms on firm

performance or strategic decisions that may leaishdeased benefits for firm owners.
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The key underlying logic is that efficient goverearmechanisms lead to reduced agency
costs, thus improving firm financial performanceis@hhardt, 1989). Literature on
corporate governance and change management inE@®D@rinciples (2004) mention
that every organisation should define the desitesiness results and change plans, create
capability as well as capacity to change, desigiovative solutions, develop and deploy
solutions, and reinforce and sustain business lien&he roles and effects of corporate
governance can be carried forward in the field barge management. Although,
divergence of interests between managers and owsékely to be directly manifested

in these areas, empirical research in this streas d&so generated largely mixed
findings, which can also be partially attributed it® over-reliance on agency theory.
Shleifer & Vishny (1996) explicitly state that whilwe pay some attention to
cooperatives, we do not focus on a broad varietnaf-capitalist ownership patterns,

such as worker ownership and non-profit organizatio

Stewardship theory, stakeholder theory and agdreyy are all essentially ethnocentric.
Although the underlying ideological paradigms aeklem articulated, the essential ideas
are derived from Western thought, with its peraamiand expectations of the respective
roles of individual, enterprise and the state ahthe relationships between them. In the
tradition of scholarly corporate governance rededite legal/political/regulatory system
and the division of power between directors andei@ders, as set out in corporate
constitutions is mostly implicitly accepted as threen state of the world. Major theorists
and practitioners have proposed a number of model€hange management. These

theories can broadly be divided into two groupanpked and emergent.
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Planned approach put too much emphasis on managdrsheir ability to control the
outcomes of change programmes. Emergent appraatcheoother hand is a complex
process that occurs over time and is influencea loyymber of unpredictable variables.
Making a choice on which approach would be betighérefore not easy as this is more
dependent on the choice of the management. Itdweppear however that Kotter’s eight
step model would be more preferable to use espedmlindividualistic cultures with

high level of distance to power.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents an outline of the researchadelogy that was used in this study.
It focuses on the research design, data colleatiethods and comes to a conclusion with

the data analysis and presentation methods thidbevilsed in this study.

3.2 Research Design

This was a case study which investigated the infteeof change management practices
on corporate governance at Laborex Kenya limitdds @esign was most appropriate for

a single unit of study because it would offer aadetl in depth analysis that would give

valuable insights to phenomena. According to Mulgeand Mugenda (2003), a case
study involves a careful and complete examinatiba gocial unit, institution, family,

cultural group or an entire community and embratsgsgth rather than breath of the study.

3.3 Data Collection

The primary data was collected using interview guid made it possible to obtain data
required to meet specific objectives of the studiiie respondents were the Chief
Executive Officer, Finance Director and Marketingdator of Laborex Kenya Limited.

Given that those interviewed were not many andrésearcher required getting in-depth
information on issues surrounding the influencecbinge management practices on
corporate governance at Laborex Kenya limited,riev was regarded as the best

method. The interview guide gave a clear guidamcevtoat questions to ask.
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The interview guide had unstructured questions wiwere used so as to encourage the
respondent to give an in-depth response withodinfgdneld back in revealing of any

information. With unstructured questions, a resgmtd response may give an insight to
his feelings, background, hidden motivation, iné¢seand decisions and give as much

information as possible without holding back.

3.4 Data Analysis

The qualitative analysis was done using contentlyaisa Content analysis is the
systematic qualitative description of the compositof the objects or materials of the
study (Mugenda and Mugenda, 2003). It involved oleen and detailed description of
objects, items or things that comprise the inflgen€ change management practices on

corporate governance at Laborex Kenya limited.

This research yielded qualitative data from themiew schedules and was analyzed
using content analysis because this study souglsblicit data that is qualitative in
nature. Data collected was analyzed and comparddthe theoretical approaches and

documentation cited in the literature review thad lalready been discussed herein.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION
4.1 Introduction

This chapter presents data analysis and intermesabf the study findings. The main
objective of the study was to determine the infeeenf change management practices on
corporate governance at Laborex Kenya. The maiactibg of the study was achieved
through determination of the change managementepsas, change management

practices and change management on corporate gmeeriat Laborex Kenya.

Data was collected using interview guides admingsteto Chief Executive Officer,

Finance Director and Marketing Director. The chai¢hese respondents was informed
by the senior positions they hold in the organaats well as their service years with the
organization. They are therefore knowledgeable r@pdesentative enough to give fair

account of strategic changes in Laborex Kenya.

4.2 Change Management Process

This section covers the people involved in changmagement process in Laborex
Kenya, changes that have been implemented in Lapbosv change process was viewed
by the staff, who was responsible for the impleragoh of the change process and
finally on the role of top management. There afeedint practices of managing change.
Whoever is in the position of managing change netxsconsider the style of
management they adopt. These practices are educatiod communication,

collaboration, intervention and direction.
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4.2.1 People Involved in Change Management Proce$s Laborex
Kenya

The Chief Executive Officer of Laborex indicateathhere is a whole system of people
in the organization responsible for supporting esgeés in making this transition. From
the highest levels of leadership to front-line sup®r, effectively managing change
requires a system of actors all moving in unisod fuffilling their particular role based
on their unique relationshifw the change at hand. Therefore the main peopte halre
been put to task to handle the roles include theef(Hxecutive Officer, the Marketing
and Finance Directors, Quality Management Repraseat (QMR), executives and
senior managers, middle-level managers and supesyi®s well as project teams.
Employees can successfully make their own perdosasition when each of these actors

fulfills their role in the context of a holisticlgnned change management approach.

The Marketing Director pointed out that while implenting strategy, the company has
to go beyond just the distributing process andrmss strategy. It needs to involve all

employees, at all levels and not just the decisnakers in order to be successful.

4.2.2 Changes that have been Implemented in Laboréenya

The Chief Executive Officer specified that the phaceutical industry has long
recognized the need to control and properly vadidéitanges to pharmaceutical processes
and materials, and the resulting product changbks dhange management system has
been developed and refined through the processplyang products to the healthcare
industry. The decision to set up a call centregachoffice was one of the major changes

introduced in Laborex Kenya.
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Each branch used to have its own telephone sades beit this was changed to avoid
duplicity, cut costs and have control on the atési of this team. Since their
responsibility was to call customers and relay rtt@ders to the warehouse, it was

envisaged that they could do this from any locatithout affecting business.

The Finance Director suggested that one of the majanges that have been
implemented is to simplify operations and procesaes reduce costs. Laborex Kenya
has implemented a methodology on how to integtaedfiinto its banks’ systems where
the main aim was to manage the organisation’s wariaccounts across the region.
Customer profiling was introduced. This sought aiegorise customers into classes

depending on their level of purchase, history, itnedrthiness and risk.

The Marketing Director testified that they have lempented the V8 IT management
systems and planned routing during deliveries. The long-term philosophy of growth
by generating value for the customer, society, gn@deconomy with the objectives of
reducing costs, improving delivery times and impngv quality through the total

elimination of waste. Lean is heavily based or ftbrinciple that continuous

improvement can be found through the power of retsfue people. The culture on the
company is crucial in designing the business sydteh motivates people to want to
improve, teaching them the tools of improvement arativating them to apply those

tools every day.
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4.2.3 How Change Process was Viewed by the Staff

The respondents implied that changes in Laborexy&emere met by resistance from
some quarters due to misunderstandings. Some peogderienced different work
expectations and priorities, fewer resources, rgasgnt or layoff of colleagues and co-
workers, and the emotion of grief or loss. The oesjents indicated that loss of
attachment impacted on service delivery from tladf.stSome of the changes required
working with new people, a new manager, or a newkvwgooup. A good number of the
affected staff found this difficult to adapt to. t&¢hment and loyalty to familiar
colleagues runs deep. Leaving the known to the amukican often feel threatening. This

made some of the Laborex Kenya staff anxious amdoneappily welcome change.

As employees tried to understand the changes ircepsy individual workloads
sometimes increased and two phenomena occurreigtyaxd distraction. Each of these
can vary in severity and duration. However, mosipbe experienced them at some point
in time, sometimes at the same time. This credtedéed for a heightened awareness of
safety and security issues. Lapses in concentradioh attention can elevated the
potential for accident or error. The managers effadtesignated times for the work group
to talk about the changes that were occurring. Askadgment of the need for greater
attention to routines and the work environment éelfhe employees to be more sensitive

to these concerns.
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4.2.4 Responsibility for Implementation of the Chage Process

The Chief Executive Officer was responsible for ¢iverall implementation of change in
the company. The Chief Executive Officer had themate responsibility to ensure an
effective distribution quality system is in placedchieve the quality objectiveand that
roles, responsibilities, and authorities are defjneommunicated, and implemented
throughout the company. The Chief Executive Offiestablished a quality management

system that describes the overall direction ofciiapany.

The top management was also responsible for deterghneand providing adequate and
appropriate resources (human, financial, materidésilities, and equipment) to
implement and maintain the quality management systed continually improve its
effectiveness. They were also involved in ensuringt resources are appropriately

applied to specific process, or area.

The Marketing Director indicated that she was tdske ensuring there was a more
elaborate plan on how to introduce the changesoteabKenya having relied heavily on
innovator brands, she was also involved in credtiegneed to have alternative brands to
compete and increase sales. She enlisted the halpr&eting staff to conduct a survey,
creating a clear marketing plan, informing all reople of the new addition, introducing
incentives for success in the new line, and lagtliyewing the performance and making

adjustments where necessary.
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The Finance Director pointed out that the Chief dutiwe Officer and the directors
within the organisation were ultimately responsifide accepting all deliverables of the

changes on behalf of the various departments.

They did have a representation on various comnsitteeked with different projects. The
person responsible for the actual implementatiothiwithe said department will work

closely with the project manager to provide quadisgurance of the project deliverables
and coordinates the activity of a team of changmegto influence the project, ensuring

that the needs and views of the various departnagatepresented.

The QMR manager was the person responsible for ideatification, planning,
monitoring and ultimate achievement of benefitsoasded with the change. This role
would continue until all desired benefits are acbdor abandoned. The role of members
of staff from the department being affected by tieange was to help plan and
implement change at ground level and to provideadity check for change and project
managers based on their technical and departmexpartise. Change agents acted as
communication channel for key messages and helgentify and resolve technical,

functional and organisational risks and issues.

4.2.5 Role of Top Management

The top management participates in overall desigiyplementation, monitoring, and
maintenance of an effective strategic change manege in Laborex Kenya. They
demonstrate strong and visible support for theityualanagement system and ensure its

implementation throughout the organization.
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They ensure a timely and effective communicatiod @scalation process exists to raise
quality issues to the appropriate levels of managenlTop management is involved in
defining individual and collective roles, resporilgiles, authorities, and inter-
relationships of all organizational units relatedttie pharmaceutical distribution quality
system. They ensure these interactions are comatedi@and understood at all levels of
the organization. An independent quality unit/stimoe with authority to fulfill certain
distribution quality system responsibilities is wegd by regional regulations. They
conduct management reviews of process performandepeoduct quality and of the
pharmaceutical distribution quality system. Theg arvolved in advocating continual
improvement. They are also involved in ensuring tleaources are available for all the

operations required for the change process.

4.3 Change Management Practices

This section covers change management practicegatpby Laborex Kenya, change
management initiatives taken by the managementeaatiog and sustaining a change
climate within the firm, how ineffective coordinati and poor sharing of responsibilities
caused change management practice, role of thegehagent, mechanisms to monitor
change process, step-by-step process in implengeatiange, measures taken to correct
deviations and consolidate any gains and challerge®untered during the change

process.
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4.3.1 Change Management Practices Employed by Labex Kenya

The respondents indicated that in an increasingiyptex pharmaceutical distribution
environment, it has become difficult to choose rtiest appropriate change management
practice. It was evident however that the systematethod of having every step
enumerated was in use in Laborex Kenya. It is gledef course by communication and
education of the staff the change is going to aff@he implementation of change
interventions can no longer be based on opiniandividual experience alone. Scientific
evidence, built up from good quality research, $thdne used as a guide, and adapted to

each individual organisation’s circumstances.

Laborex Kenya used a mixture of ways to institcb@nges within the organization.
Depending on the urgency, the practice chosen waitder be education and
communication or through direction from the top @g@ment. These two practices
appeared to be the most common according to tip@megnts. The latter practice would
especially be used if the incoming change is ba&hgmpioned by Laborex Kenya's

parent company CFAO.

4.3.2 Change Management Initiatives Taken by Manageent in

Creating and Sustaining a Climate Within the Firm

The Chief Executive Officer specified that earlywolvement of staff from all levels

served to underline the importance of the changegbeonsidered and to build support
and commitment to its success. At this early stageemphasis was on setting the ground
rules for a successful relationship between thejeptoteam and the concerned

department. Staff would be encouraged to partieipathe change activities.
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As a key stakeholder in the change process, tleetatf department had a role to play in
defining business benefits arising from the chafdese were usually expressed in 3
ways — what will be done, what will change and lfinavhat difference will it make.

According to the Marketing Director, Laborex Kenlgas a team of branch and key
accounts managers who have responsibility for custacare. The team is well defined,
and collaboration needs are actively sought. Baeiidgle-level managers, they have and
important role to play. They will need to adaptitHenowledge, skills and attitudes to
this new role, which integrates best practicesharmaceutical marketing with customer
aspects of client satisfaction, negotiation skifftgnagement and communication skills,
active collaboration with medical teams and solviofgaccount management related

problems.

The respondents suggested that medicines safetgoiher important issue in change
management process in Laborex Kenya. Because ehsat competition among

pharmaceutical distributors, products may be reggst and marketed in many countries
simultaneously. As a result, parallel imports ofdimaes registered in another country
are a common problem. Some of these parallel impody even involve unscrupulous

manufacturers thus not assuring safety of the nmezido consumers.

According to the Marketing Director, Laborex Kenyas to ensure that data derived from
sources such as Medicines Information System oDtlug Index, have great relevance
and educational value in the management of thaysafemedicines. Medicine-related
problems, once detected, need to be assessedzehalgllowed up and communicated
to regulatory authorities, health professionals @uedpublic.
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The Sales and Commercial Manager in involved inrplaaovigilance which includes
dissemination of information. Sometimes, medicimeay need to be recalled and
withdrawn from a market, a process that entailxeded action by all those involved at
any point in the medicines supply chain. Middledemanagers hence have an important

contribution to make in post-marketing surveillamaoel pharmacovigilance.

The respondents testified that formal change manage procedures and a formal
change notification policy are required to provigbarmaceutical customers with
adequate assurance that changes will not be implechevithout proper notification and
customer acceptance. A good change managementuatwher notification procedure
distinguishes between major changes that require-ngtification and customer
acceptance, and minor changes that do not needonceist acceptance before
implementation and product distribution. Althouglstomer acceptance is not required

for minor changes, customers should be notifiedntthe change is implemented.

4.3.3 How Ineffective Coordination and Poor Sharingf Responsibilities

Affected Change Management Practice

The respondents implied that for change initiatiesucceed it was vital that the change
was owned and led by the service area being affedRespective managers are
responsible for integrating business change withice delivery, ensuring both activities
are adequately resourced. At this stage of chamgative, change leaders can actively
engage with the change in a number of ways. Thisicelude different departments

working together.

36



The respondents indicated that change is a prdabassccurs over time and involves
themes of loss, uncertainty, and contrAtlaptation to change comes in phases and
reactions fluctuate greatly. Understanding whatppedypically experience and need
when facing transition can help one to plan for Wk and personal issues related to
change. One of the most difficult tasks manageas wéh during times of major change
is assisting employees with their reactions. Byeligwing a resiliency strategy, managers
can continue to motivate and engage their employedbeir work. It became quiet
difficult to get the support of different departnemvhen effecting changes in another.
The other department often felt they were unnecidg$eeing disturbed. This slowed and

almost always affected implementation of changgsitives cutting across departments.

The respondents pointed out that change is oftéarred and situational, the new
manager, the new policy, the reorganization. Unlesgchological transition occurs,
change will not be successful. Inward psycholddi@asition occurs much more slowly
than situational change. Understanding what happemnsg this transition time, and
allowing oneself to work through it, is key to camito terms with change. The biggest
challenge organizations encounter in the changeegmois the failure to identify losses

associated with change and to find a constructiag to deal with those losses.

4.3.4 Role of the Change Agent

The respondents specified that the change agentespensible in developing employee
morale and motivation, including absenteeism, tueno and the quality of work
performed. The methods used include job enrichmgogl setting, and behavior

modification.
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The major assumption underlying this orientationthat if individuals change their
behavior, the organization will also change, predidenough people within the
organization change. The respondents also impfiatithe role of the change agent was
to enable people to work effectively as they piamplement and experience change and
increasing people’s ability to manage future chafddee change agent was also tasked
with responsibility of understanding both the besi drivers and the organization well
enough to identify performance issues and anallyeg tmpact on short and long term
business results. He was also responsible in fgnpartnerships with mutual
responsibility for the outcomes of the change éfféhe activities of the change agent
were blended by pairing them with a representdtiom each of the departments in the
company. They then worked together with line mansegg. They also worked directly
with the organization’s management team to fatditeghange efforts. The change agent

workedon changing the organizational culture so as fwawve output and efficiency.

The change agent used operations research, syatahsis, policy studies, and other
forms of analytical approaches to change the orgdion's culture and technology. The
change agent introduced computerized informatiatgssing systems that helped in

searching and keeping records of pharmaceuticalygts.

4.3.5 Mechanisms to Monitor Change Process

The respondents mentioned that they establishadaitods of efficiency, effectiveness
and impact, then setting up systems to collectriméion relating to these indicators,
collecting and recording the information, analyzthg information and finally using the

information to inform day-to-day management.
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The respondents pointed out that evaluations wenmee doy self-evaluation which
involved an individual or audit team holding up aror to itself and assessing how it is
doing, as a way of learning and improving practite¢akes a very self-reflective and
honest organization to do this effectively, butah be an important learning experience.
There was also participatory evaluation which ioam of internal evaluation. The
intention was to involve as many people with aatistake in the work as possible. This
means project staff and beneficiaries working tbgebn the evaluation. If an outsider

was called in, it is to act as a facilitator of ffrecess, not an evaluator.

4.3.6 Step-by-Step Process in Implementing the Chge

The respondents implied that the step-by-step pso&implementing change was done
as follows: the first step was planning which wasiel by developing and documenting
the objectives to be achieved by the change anth#ans to achieve it. Laborex Kenya
took stock of their current position, identified athwas to be achieved, and what the

future position following the change was expectetd.

This was followed by defined governance done bgl@sthing appropriate organizational
structures, roles, and responsibilities for thengieathat engage stakeholders and support
the change effort. A committed leadership was puplace at the top and across the
organization to guide organizational behavior, dedd by example. Then Laborex
encouraged stakeholder participation and commitrtetihe change. This was done by
employing open and consultative communication agghes to create awareness and

understanding of the change throughout the orgaoiza
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Finally an aligned workforce was put in place whifas to identifying the human
impacts of the change, and developing plans tonalige workforce to support the

changing organization.

4.3.7 Measures Taken to Correct Deviations and Coabkdate Gains

The respondents indicated that an alternativeddressing the important issue of change
mismanagement and for significantly improving theceess rate of organizational
changes was that they developed the position of QWHRtager in the organization
structure. The QMR Manager was responsible forcgffely championing the important

organizational changes.

The respondents suggested that the QMR Managercwasal at all levels of the
organization. QMR would then be encouraged to champeeded changes, involving
the organization in various change efforts whendaede and making them available to
help others involved in making changes. This wasrgle approach that did not cost the
organization much that had a positive impact andsignificantly improved the

organization’s success at making and managing ehang

4.3.8 Challenges Encountered During the Change Press

The respondents implied that one challenge that gvaatly encountered by Laborex
Kenya was lack of understanding of how to succdlgsftanage change, not only by top

management, but also by management at all level®#ers involved in change efforts.
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The people initiating change were visionary leade¥scellent managers, or star
employees. However, they had little knowledge o to manage change which requires
excellent instincts about change or training in hlowhampion and manage change.

It was equivalent of expecting a person to inteity know how to play tennis or the
piano with no training when both require a high réegof skills to do well. With change,
even the right changes implemented the wrong wéigaly to fail. The Chief Executive

Officer pointed out that changing the culture ofomganization is always challenging.

At Laborex Kenya, the initial skepticism meant ¢ieg a pilot project, which may not be
the case for other organizations. Despite the emscof the change management
implementation, it became clear that momentum veasgolost. In particular, there was a
notable lack of motivation amongst middle managdm@nly a few of the middle-level
managers cited change management as a factor simgyetheir motivation for working
for the organisation. However, Laborex Kenya ianping to introduce a leadership
program that will break this deadlock as well asréase the middle-level management

motivation.

The respondents suggested that there were organiabtfears. The Laborex Kenya
departments were apprehensive about implementifgrpgance management systems
due to fears on how the results will be interpretetiat it may indicate about the
departments’ performance, and a lack of clarith@# it will affect the departments and
its employees. This was overcome by clearly compatimig to all employees and

assuring them of their job security and also tragrthem.
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4.6 Discussion of the Study

The discussion of the study is divided into twotiees. The first section will look at the

link to theory and the next will look at the linktv other studies.

4.6.1 Link to Theory

Major theorists and practitioners have proposeduanber of models for change
management. These theories can broadly be dividax tivo groups, planned and
emergent. Planned approach put too much emphasimamagers and their ability to
control the outcomes of change programmes. Emegggroach on the other hand is a
complex process that occurs over time and is infled by a number of unpredictable
variables. Making a choice on which approach wdddbetter is therefore not easy as
this is more dependent on the choice of the managemit would appear however that
planned change model would be more preferable & aspecially in individualistic

cultures with high level of distance to power.

Laborex Kenya did a lot of planning for the orgatian before strategic change
management was implemented. Laborex Kenya idetitthat and increasingly complex
pharmaceutical environment had made it difficult dompare the effectiveness of
different change management practices. Strategang#h management practices at
Laborex Kenya were a blend of communication andtation as well as direction. It was
clear from the respondents that all the changeedated were planned and clearly
thought out earlier. Laborex Kenya was tasked vdémtifying and meeting the changing

needs of customers.
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It also needed to ensure that consumers can aouwEdisines or pharmaceutical advice
easily and, as far as possible, in a way and ahe &nd place of their own choosing.
They can empower clients by engaging them in disotp communicate knowledge

which enables them to manage their own stocks ecalats.

4.6.2 Link to Other Studies

Change management draws from a number of sociaiptiees and traditions.

Disciplines relevant in understanding organizatioohange include organizational
theory, organizational behavior, human resource agament, organizational

development among others. Some schools of thohghfdrm the foundation for change
management include, individual behavior, group dyica and open system. Individual
behavior holds that behavior is learned and the&nieg takes place through some
external stimuli like reward, punishment and refnénent. Group dynamics on the other
hand looks at individuals as members of a groug they are a function of the group

environment.

At Laborex Kenya, there was a whole system of peaplthe organization responsible
for supporting employees in making the transitibrom the highest levels of leadership
to front-line supervisors, effectively managing e required a system of actors all
moving in unison and fulfilling their particularleobased on their unique relationskop

the change at hand. Therefore the main people vadobleen put to task to handle the
roles included change management senior execuseesr managers and middle-level

managers.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

This chapter presents summary, conclusion and newordations from the study
findings. The main objective of the study was avhd through determination of the

influence of change management practices on caggavernance at Laborex Kenya.

5.2 Summary of the Findings

The pharmaceutical industry has long recognized rtbed to control and properly
validate changes to pharmaceutical distributior @@ resulting product changes. This
change management system has been developed amedréfrough the process of

supplying products to the pharmaceutical industry.

One of the major changes that have been implemeastéd simplify operations and

processes, and reduce costs. Laborex Kenya hadnmepted a methodology on how to
integrate itself into its current good distributipractice where the main aim is to deliver
a safe and effective medicinal product and the ntedontrol the pharmaceutical

environment.

Lean management systems had been implemented whkiehlong-term philosophy of
growth by generating value for the customer, sgcigind the economy with the
objectives of reducing costs, improving deliverpés and improving quality through the
total elimination of waste. Lean is heavily basad the principle that continuous

improvement can be found through the power of resioe people.
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The culture of the company is crucial in designihg business system that motivates
people to want to improve, teaching them the toblsnprovement and motivating them

to apply those tools every day.

Sometimes change requires working with new peapleew manager, or a new work
group. Attachment and loyalty to familiar colleagueins deep. Leaving the known can
often feel threatening and make people anxiousedployees try to understand the
change that is in process, and as individual waddo sometimes increase, two
phenomena commonly occur, anxiety and distracti@cth of these can vary in severity
and duration. However, most people will experiethem at some point in time,
sometimes at the same time. This creates the roeea lieightened awareness of safety
and security issues. Lapses in concentration ateditetn can elevate the potential for
accident or error. It is beneficial for managersofter designated times for the work
group to talk about the changes that are occurdwanowledgment of the need for
greater attention to routines and the work enviremihwill help employees to be more

sensitive to these concerns.

The Chief Executive Officer is responsible for theerall implementation of change in
Laborex Kenya. The Chief Executive Officer has tiftenate responsibility to ensure an
effective pharmaceutical distribution quality systés in place to achieve the quality
objectives, and that, roles, responsibilities, amthorities are defined, communicated,
and implemented throughout the company. The Chiefcttive Officer establishes a

guality policy that describes the overall intens@nd direction of the company.
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The top management was also responsible for detergheand providing adequate and
appropriate resources to implement and maintainqtreity management system and
continually improve its effectiveness. They areodlsvolved in ensuring that resources

are appropriately applied to specific processegepartment.

Laborex Kenyawas tasked to identify and meet the changing needstsotclients.
Pharmaceutical organizations need to ensure thaplgpecan access medicines or
pharmaceutical advice easily and, as far as passibla way and at a time and place of
their own choosing. They can empower clients byagmy them in dialogue to

communicate knowledge which enables them to matregeown health and treatment.

One challenge that was greatly encountered by lextddenya was lack of understanding
of how to successfully manage change, particulbgiytop management, but also by
management at all levels and others involved imghaefforts. The people initiating
change were visionary leaders, excellent managestar employees. However, they had
little knowledge of how to manage change which nexguexcellent instincts about
change or training in how to champion and managagé. With change, even the right

changes implemented the wrong way is likely ta fail

5.3 Conclusion

The study concludes that for change initiativesuoceed it is vital that the change is
owned and led by the department area being affedd=partment managers are

responsible for integrating business change withice delivery.
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This ensures that all activities are adequatelgued. At this stage of change initiative,
change leaders can actively engage with the chemgenumber of ways. Change as a
process, occurs over time and involves themes e§, laincertainty, and control
Adaptation to change comes in phases and reactiocsiate greatly. Understanding
what people typically experience and need whemgatiansition can help in planning
for the work and personal issues related to cha@ge of the most difficult tasks
managers deal with during times of major changeasdsisting employees with their
reactions. By developing a resiliency strategy, agegms can continue to motivate and

engage their employees in their work.

5.4 Recommendations

An alternative for addressing the important issfiecltange mismanagement and for
significantly improving the success rate of orgatianal changes is to develop change
champions throughout the organization, and espgaalthe top, who can effectively

champion important organizational changes.

Organizations can also develop change champiorall devels of the organization,
encouraging them to champion needed changes, ingallkem in various change efforts
when needed, and making them available to helprotimyolved in making changes.
This is a simple approach that requires minimaletitom the regular jobs of change
champions and it significantly improves an orgatids success at making and

managing change.
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5.5 Limitation of the Study

Information relating to change management is alwhgated with sensitivity. This
caused difficulties in convincing the respondenfstlee importance of giving an
appointment. This was evidenced in some but nobfathe respondents in their initial
reluctance to give appointments. To counter théleinge, the researcher had to inform
the respondents in advance that the purpose faet®arch being carried out, was meant

for academic purpose only and not for other ingasibns.

5.6 Suggestion for Further Research

Further research should be enrolled around théegitachange management theories so
that organizations can become more aware of thehpanthem into practice. One may
guestion what kind of change is an organizationinigavith, how this change should be
managed and which change theory approach shouldisméo achieve the best results.
Making awareness and information of these issueddcoontribute to make strategic

change management more effective and successful.
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APPENDICES
Appendix I: Interview Guide

. Who are involved in change management processungmanization?

. What changes have been implemented in Laborex Kéraydnad significant impact?

. In your opinion how was change process taken byti#?

. Who was responsible for the implementation of thenge process? What was your
involvement?

. What role does the top management play in the pgoeEchange management in
your organization?

. What are the change management practices emplgyeddorex Kenya as pertain to
your department?

. What are change management initiatives taken byagenent in creating and
sustaining a climate within the firm?

. In your opinion how has ineffective coordinatiordgwoor sharing of responsibilities
affected change management practice activities?

. What was the role of the change agent and howhikdrole complement the roles of

the line managers?

10.How were the activities of the change agents blémndéh those of the business unit

managers?

11.What mechanisms were put in place to monitor thengk process? Who was

responsible for their evaluation?

12.In your opinion was there a step-by-step processjementing the change and if so

how?
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13.What correction measures were taken to correcttiews and consolidate any gains?
Who was involved in consolidating gains and desigrihe corrective action?
14. What challenges were encountered during the charagess? What measures were

put in place to overcome these challenges?
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Appendix II: Laborex Kenya Organisation Chart

Organizational Chart
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Appendix Ill: Laborex Kenya Authorization Letter

@ LABOREX KENYA LTD

21% February, 2013

Ref:IK/Labo(K)/1052/13
Robert OLALE

P.O. Box 10575 — 00100
NAIROBI

RE: RESEARCH PAPER

This is in reference to your earlier request to conduct interviews in our organization for purposes of your
research project.

We hereby confirm the request has been granted.

Yours faithfully,
FOR: LABOREX KENYALTD

Cc: All departmental heads

72220 30 00, 254 733 33 38 88.
X, VAT No: 0112996X / Dir
/ Branches: Nairobi, Eid
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Appendix IV: Pharmaceutical Distributors in Kenya

1. Ace Pharmaceuticals Ltd

2. Accord Healthcare (Kenya) Ltd
3. Adcock Ingram E.A Ltd

4. Ansell Pharmaceuticals Ltd

5. Armicon Pharmaceuticals Ltd
6. Ariquest Ltd

7. Astrazeneca

8. Autosterile (E.A) Ltd

9. Bayer East Africa Ltd
10.Beijing Hollery - Cotec Co. Ltd
11.Beta Health Care International
12.Biodeal Laboratories Ltd
13.Bioparma Ltd

14.Biotech Pharma Ltd
15.Boehringer Ingelheim

16. British Pharmaceuticals Ltd
17.C. Mehta & Co. Ltd

18. Cadila Pharmaceuticals (E.A ) Ltd
19.Caronga Pharma Kenya Ltd
20. Cistein Pharmaceuticals
21.Camet Healthcare Ltd

22.Concepts (Africa) Ltd



23.Consolata Pharmaceuticals Ltd
24.Cosmos Ltd

25.Dafra Pharma

26.Dapco Pharmaceuticals Ltd
27.Dawa Ltd

28.Depo Pharma Ltd

29.Easton Pharmaceuticals Ltd
30.Egypro East Africa Ltd
31.Eldohosp Pharmaceuticals Ltd
32.Elys Chemicals Industries Ltd
33.Eros Ventures Ltd

34.Europa Healthcare Ltd
35.Eurox Pharmaceuticals Ltd
36.FAW Pharmaceuticals Ltd
37.Galaxy Pharmaceuticals Ltd
38.Giant Pharmaceuticals Ltd
39.Glaxo Smithkline
40.Glenmark Pharmaceuticals Ltd
41.Global Net-Medical Ltd
42.Globe Pharmacy Ltd
43.Haripharma Pharmaceuticals Ltd
44.Harley's Limited

45.Highchem Pharmaceuticals Ltd



46.Highridge Pharmacy Wholesalers Ltd
47.Hoffman La-Roche Products Ltd
48.Ham Pharmacy (Wholesale) Ltd
49.Infusion Medicare Limited

50.1PCA Laboratories

51.1Isis Africa Ltd

52.Laskam & Company Ltd
53.Jawamed Pharmaceuticals

54.Jos Hansen & Soehne (E.A) Ltd
55.KAM Industries Ltd

56.Ken- Bangia Pharmaceuticals Ltd
57.Kulal International Ltd
58.Laboratorie & Allied Ltd

59.Laborex Kenya Ltd

60.Leo Pharmaceuticals

61.Lords Healthcare Ltd

62.Lukim Pharmaceuticals Agencies Ltd
63.Mac Lawrence Pharmaceuticals Co. Ltd
64.Namcaughton Ltd

65. Madawa Pharmaceuticals Ltd

66. Manhar Brothers (K) Ltd

67.Masten Pharmaceuticals Ltd

68. Maxim Pharmaceuticals Ltd
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69. Medivet Products Ltd
70.Medox Pharmaceuticals Ltd
71.Metro Pharmaceuticals Ltd
72.MICA Pharmaceuticals Ltd
73.Micro Labs Ltd

74.Mission For Essential Drugs & Supplies
75.ModuPharma

76.Monks Medicare Mrica Ltd
77.Nairobi Enterprises Ltd
78.Nairobi Pharmaceuticals Ltd
79.Nila Pharmaceuticals Ltd
80.Njimia Pharmacy
81.Novartis Pharma Services
82.Novelty Manufacturing Ltd
83.0Omaera Pharmaceuticals Ltd
84.Pan Pharmaceuticals Ltd
85.Pharm Access Africa
86.Pharma Specialties
87.Pharma Vision Ltd
88.Pharmaceuticals Manufacturing Co (K) Ltd
89. Philips Pharmaceuticals Ltd
90.PSM Pharmaceuticals’ Ltd

91.Radiance Pharmaceuticals Ltd
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92.Ram Pharmaceuticals Ltd
93.Ranbaxy Pharmaceuticals Ltd
94.Rangechem Pharmaceuticals Ltd
95. Ray Pharmaceuticals Ltd
96.Regal Pharmaceuticals Ltd
97.Riviera Pharmaceuticals Ltd
98.Rup-Pharm Ltd

99. Saicare Enterprises Ltd

100.Sai Pharmaceuticals Ltd
101.Sanofi Aventis

102.Sanofi Pasteur International
103.Samba Pharmaceutical Ltd
104.Sky Pharmacy Ltd

105.Sonal Holdings (K)Ltd
106.Sphinx Pharmaceuticals Ltd
107.Statim Pharmaceuticals Ltd
108.Sunnyland Pharmaceuticals Ltd
109.Sunpar Pharmaceuticals Ltd.
110.Surgilinks Ltd

111.Surgipharm Ltd
112.Syner-Chemie Ltd

113.Syner- Med Pharmaceuticals (K)

114 .Swama Ltd



115.Three Pyramids Company Ltd
116.Transchem Pharmaceuticals Ltd
117.Transwide Pharmaceuticals Ltd
118.Trinity Pharma Ltd

119.Twokay Chemicals Ltd
120.Unisel Pharma (K) Ltd

121.Uni Supplies & Marketing (K) Ltd

122 Wellmed Pharmaceutical Ltd

Source Pharmacy and Poisons Board
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