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LIST OF ABBREVIATIONS/ ACRONYMS
Lean operations/ManagemeniProduction practice that considers the experalibf
resources for any goal other than creation of vlduend customer to be wasteful and
thus a target for elimination.
DMAIC - Define, Measure, Analyze, Improve and Control.
PDCA cycle- Plan, Do, Check, Act.
Poka - Yokes Mechanism in lean manufacturing process thai eglipment operators
to avoid mistakes.
Atarimae Hinshitsu To examine the intangibles that affect the pssand work to
optimize their impact on the process.
Miryokuteki Hinshitsu Observe product use in the market place to ugrcnew product
applications and identify new products to develop.
Kansei Examine the way the product is used by the costavith an eye to improving
both the product and the development process.
Kaizen— Develop a process which is visible, repeableragdsurable.
LDCs : Lesss developed countries.
TQC: Total Quality Control.
BPR: Business Process Re-Engineering.
GDP - Gross Domestic Product.

UNDP: United Nations Development Programme.
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ABSTRACT

Micro and small sized firms are those firms whicvé 50 employees or less (Kenyan
definition).Such  firms form the lion’'s share of ergrises in Kenya
(Abwao,2002).Process Orientation means a proceéssrdapproach,whereby the major
processes of a firm form the pivot upon which othetivities or procedures are
anchored (eg) job placement,job orientation,proddevelopment,and performance
measures.A process oriented firm is able to maintia¢ quality of services or goods
offered to each customer and is also able to meaber performance at each stage of

operation and thus offer remedial measures immelgliat

The study is aimed at finding out if process o@ion affects the performance of micro
and small sized enterprises(MSEs) and the levpladess measures which are in place
in the MSEs.

Correlation analysis shall be used to determine riationship between process
orientation(independent variable) and business opadnce(dependent variable).Co-
efficient of Determinaion shall also be used toimefthe relationship between the

independent variable and the dependent variable.
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CHAPTER ONE: INTRODUCTION

1.1 Background

Organizations are continually under competitivesgure to meet customer satisfaction
which forces them to re-evaluate their business atsocand underlying business
processes. Business processes represent the ctine @inctioning of an organization
because a company primarily consists of procesbashviead to products or services. In
other words, managing a business means managingraotsesses (McCormack and
Johnson, 2001). Despite their importance, the legsirprocesses have not been given
enough attention in managerial studies, mainly tlueghe fact that departments in

companies are structured in a functional or produented way.

The extensive literature on business process maragg for example, Davenport, 1993;
Hammer and Champy, 1993; McCormack and Johnsori; 2B0rlton, 2001; Harmon,

2003), suggests that organizations can enhancedberall performance by adopting a
process view of business. Most of the literaturebosiness processes lack empirical
focus (McCormack, 1999). However, McCormack andn3oh (2001) showed that

process orientation has positive impact on busipeg®rmance.

Researchers have found congruence between procesataton and business
performance,for example, (Blankson and Stokes, ROB®wever, there seems to be
ambiguity as far as the appreciation as well asatthaption of the process orientation
construct by SMEs is concerned (Harris, 2007; MoLa2008; Stokes, 2010),hence the
focus of this study. The postulaton that processntation has not been adopted by
SMEs has also been supported by Stokes and Blatk@am09) who contended that
whereas traditional management operations consegiriceived as a deliberate planned
process which proceeds from careful identificattbmmarket needs by formal research ,
and through purposeful development of new offeritmshe market place, the small
business deliberation involves informal, unplanaetlvity that relies on the intuition and

energy of the owner/ manager to make things happen.



MSEs are characterized by some specific aspectstalueeir own dimensions and

abilities, showing points of strength and some eispef weaknesses. The major objective
of MSEs is to survive in the present highly comipeti environment (Levy et al., 1999)

Most of MSEs fail in the first 3-5 years of lif@@this is a global situation:- it is a direct
consequence of managerial incompetence,lack of geaiah experience, inadequate
planning, poor financial control and record keep{Bgard and Watts,2001). For these
reasons, it is important for MSEs to measure ardergtand their own performances to
endure the competitive pressure caused by mar&bealigation, which increases clients
expectations interms of quality of goods and/owises, to be received (Yusof and
Aspinwall, 2000).

The most common non-financial performance measadepted by MSEs are: number of
employees (Orser, Hogarth-Scott, and Riding 2000hivand Spekman 1994; Robinson
and Sexton 1994; Loscocco and Leicht 1993; Davidd991; O'Farell 1986), growth in
revenue across time (Miller, Wilson, and Adams )9&&rket share (O'Farell 1986) and
revenue per employee (Johannisson 1993). Theseuresaseed to be reviewed and
updated regularly to ensure that they remain siaitab line with the changing
environment, competition and availability of restes (McGee, Dowling, and Megginson
1995).0ther measures are: meeting the stakeholdeesls and expectations (Srinivasan,
Woo, and Cooper 1994), and how well the performdiitseinto forecasts or targets

initially set (Merz and Sauber 1995).

1.1.1 Process Orientation

Process Orientation (PO) means focusing on busipescesses as the corner stone or
pedestal upon which all business or any organizaioperations are anchored ,for
example,budgeting, job description and placement ewhployees, performance
measurement and rewards/promotions, corporatereudind bench marking. Therefore a
(PO) organization is that organization that emptessi processes as opposed to

hierarchies, a process way of thinking, outcomekaustomers (Sara andDonald, 2008).

Process orientation places a priority on “how” gsnare done. It means setting aside
mainstream ways of achieving results and instedtbwiong culturally respectful
processes that produce results. It is letting lgo ieed to control, and trusting that

appropriate outcome will emerge from a good jourtagether. It is based on the simple
2



adage, “if you disregard the journey then you hgeten away from the outcome that

you set”. Process orientation is at the heart efafons management.

Process orientation, and its relationship with iowed cross-functional interaction, was
introduced by Porter (1990). He introduced thecep of interoperability across the
value chain as a major issue within firms (Port@@d). Edward Deming prepared the
“Deming Flow Diagram”, depicting the connectionsass the firm, from the customer to
the supplier as a process that could be measumdngsroved like any other process
(Walton 1986). Davenport and Short (1990) desdribgrocess orientation within an
organization as a key component in the “New IndaistEngineering, Information
Technology, and Business Process Redesign”. Han{@®93) also presented the
business process orientation concept as an edsengeedient of a successful
“reengineering” effort. Hammer coined this term describe the development of a
customer focused, strategic business process barggohization.

The traditional Functional Structures approach pérations is the opposite of (PO).

Here, the organizational structure is the viewirlgsg or perspective through which

individuals see their organization and its envirentn The structure determines the
modes in which an organization performs, as opptsdide processes. The allocation of
responsibilities is according to different functabrstructures, each branch, department,
workshop or individuals, as opposed to the proseSara and Donald, 2008)

Firms have been drifting from Functional Structusggpproach to Process Orientation
because of numerous shortfalls of the former,f@angxe, it hampers cooperation as each
department or section tries to out do the othdficdity of operating within limits of
resources, duplication of duties, no output or gsscownership -thus low quality of
goods ,difficulty in work-flows, a lot of customé&munaround” and thus loss of demand

and profits, and restricted information flow andgfslow decision making process.

Process orientation of an organization can be egdaby a change of focus, i.e. from
functions to processes, and arises when an ordemza different workflows and
processes are identified and re-modelled. The wmla@nacteristic of a process is that it is
a repetitive standardized flow, i.e. it is perfothmaultiple times. Mappings of processes
bring about clarity of dependencies between a@wjit forming a foundation for



organizational development and strategic managemerisions. Nilsson (1999) hints
that process orientation is often a big change @gerdands full commitment from the
management. Without this commitment process otiemtanitiatives often fail to deliver
the expected results.

1.1.2 MSEsin Kenya

Small enterprises,mainly in LDCs, outhnumber lacgenpanies by a wide margin and
also employ many more people. MSEs are also gsaitiet responsible for driving
innovation in many economic sectors. In Europegneagal, Micro-entities are generally
taken to be those companies with up to 10 emplogerdl companies —employ up to 50
workers. In Kenya, micro enterprises are taken dothose firms with 10 or fewer
workers, small enterprises have from 10 to 50 egyg@e. Micro enterprises comprise the
lion’s share of enterprises in Kenya while there arfew medium enterprises (Abwao
2002).

Kenya's informal sector comprises of micro and $siaéd indigenous and family owned
businesses. This informal sector is not organireldrige networks, and investments are
done largely from private savings. Although thdisti&al base of the small businesses in
Kenya is still poor, there can be little doubt atiweir relative significance.

Over the past two decades, Kenya has emphasized anc small-scale enterprises in its
development agenda. This is important since manyy&es lack formal employment. They
therefore depend on informal employment in MSE&ttiag to the Kenya National Bureau
of Statistics given in the year,2011,unemploymaie in Kenya increased to 40% in the year
2011 from 12.70% in the year, 2006,and there iseason to believe that the high rate has
reduced. MSEs also create job opportunities, premational productivity, provide materials
and components to other industries, promote ruwaéldpment, reduce rural-urban migration
and supply goods and services to customers atmablsoprices (GoK, 1994). Furthermore,
they use simple technologies that are labor intensiwhich generate employment and
income. They save money that would have been usathport products and encourage
savings among the low income groups. Similarlyythan be established to service small
segments of the market in remote areas with paodrastructure, as well as reduce income

inequalities and norture indigenous entrepreneurs.



Majority of those who run MSEs are not well equdpwith the knowledge to carry out
managerial routines for their enterprises (King &®&ath, 2002). The typical owners or
managers of MSEs develop their own approaches tagement, through the process of
trial and error. As a result, their managemenikisly to be more intuitive than analytical,
more concerned with day-to-day operations than-tengy issues, and more opportunistic
than strategic in its concept (Hill, 1987). Althduthis attitude is the key strength at the
start-up stage of the enterprise because it previde creativity needed, it may present
problems when complex decisions have to be mad# dd®ned processes can help the
owners of such firms maintain the quality of the@d® they produce or services they offer

and also master the operations of the firms.

The Micro and Small sized Enterprises play an irtgrdrrole in the Kenyan economy.
According to economic survey (2006), the sectortrdouted 50% of new jobs created in
2005. Despite their significance, past statistiedidate that three out of five of the
businesses fail within the first few months of @iem; this is according to Kenya
National Bureau of Statistics 2007; also, accordmg¢he statistics, the success rate of a
new business in Kenya is 40 %. 60 % of these nesinbases have to be shut down
during their infancy stage,due to structural riyidiAdhola, 2009).

MSESs’ capacity to meet growing customer expectatisrbased largely on their ability to
innovate and deliver new products at competitiveegs MSEs have the ability to
effectively adopt to market changes more rapitdpntlarger firms due to investment in
working capital. However, many MSEs in Kenya sidil to see the opportunities and
advantages available to them, such as the fletibihif customizing products to
consumers’ requirements through well defined preegsan advantage adopted by larger

firms.

1.2 Resear ch problem

Due to technological changes that threaten orgéorzal sustainability,businesses
around the globe are continually under pressurefarued to re-evaluate their business
models. Most organizations cannot control the ferteat affect them, but they can
control the way in which they deal with those farcRigidity of firms has been widely
recognized by academicians and the practitionensedisand it is mainly alluled to the
functional structures approach of running firmsgthis not customer oriented and also
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akin to slow responce to changes. As a respornary mpproaches have been developed
and proposed to overcome this weakness. One dbtluses of the last two decades has

been on process improvement and redesign (McCoretaalk 2001).

Operations management focuses on carefully managitegnal processes and also
processes in the supply chain, by improving th#ficiency and effectiveness. Hammer
(2004) is convinced that operational innovatiomisv needed more than ever, yet not
enough attention is paid to this topic. It is welbwn that most of the problems regarding
operations management are not technical but arm® fnappropriate organizational

culture or an organizational structure that imged®ovations to be implemented.

Business performance is gauged by the result ofstime total of all processes being
udertaken by the firm (Tenner, DeToro, 1997).

Adoption of a process-orientated strategy is proded as a way of successfully
managing the impact of changes in the MSEs dontdowever, the application of
process -orientation and its research models, whate developed for large-scale firms,
may have different meanings in an MSE context (Bdan et al., 2006; Keskin, 2006).
This position is warranted given the fact that MS&se peculiar problems including:
deficiencies arising from their limited resourcesl aange of technological competencies;
influence of the owners/managers on the decisiokingaprocess; dependence on small
numbers of customers and suppliers (Badger e2@0]). The survival of MSEs has been
the focus of a number of recent reports in Kenyaclvcall for new strategic directions if
MSEs are to sustain their competitiveness and @iaarsuccess in the future (Adhola
2009).That is why this study focuses on the MSEs.

Previous related researches done in Kenya inclidgar, Chepkwony and Kotut
,(2012). The trio, conducted a research on “Mafeéntation and Firm Performance, in
the manufacturing sector in Kenya” The study foungbositive relationship between
market orientation and performance; Okoth (2009hdcated a study on “Market
Orientation and New Product Development, by phasufcal firms operating in

Kenya”. The finding was that there is a high degofesuccess in a new product
development in a market oriented firm. Aosa et(2012) conducted a research on
“Participatory Orientation to Strategic Planningo&ess” and found that employee

6



participation does influence the strength of thiatienship between strategic planning
and strategic planning outcomes, and this is $itatlly significant.

As can be noted, these studies focused on diffe@mexts as well as concepts, mainly
emphasizing on market orientation and not processntation, which the current study

seeks to full fill. Thus, this study seeks to anstire following research questions; what
is the level of process orientation in selected B8EKenya? what process performance
measures are in place? and, what is the effegratess orientation on the overall

business performance?

1.3 Research Objectives

To investigate the extent to which Kenyan firmgezsally MSEs, are process oriented.

Specific objectives are:

i. ) To establish the level of process orientatiosatected MSEs in Kenya;
ii.) To find out what process performance measurdgmare in place;
iii.To establish the effect of process orientatiomthe overall business performance.

1.4 Value of the study

Without well defined and documented processes wdiielstrictly adhered to, a firm shall
miss the competitive edge in that the cycle timalldbe unnecessarily long as labourers
go round and round the work, the quality of uniteduces shall vary hence eroding
customer confidence, modern, capital intensive, host of production cannot be
adopted, and modern quality control techniques TKEC,DMAIC (six- sigma), PDCA
cycle, poka-yokes, Lean Operations, BPR, AtarimassHitsu, kansei, Miryokuteki
hinshitsu, etc, shall be a distant reality; as ehase applicable only on well defined
processes. Moreover, a firm without well-definedgesses cannot get ISO certification,
thus shall miss the confidence of all stake holde customers, which come with it.

MSEs need to be competitive in product and serdalevery to their customers. This
study is aimed to equip firms with skills to effieely manage their processes meant to
achieve customer satisfaction. Thus, the study pntlvide a basis under which the
dependency between activities in firms become eteaforming a foundation for

organizational development and strategic managedemsions.
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Since little research has been done in the areprafess orientation in Kenya, this
research seeks to develop local researchers’ gftare process orientation, with
conceptualization from both the market dynamics wadl as customer satisfaction

perspectives.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This section summarizes literature on Processntation and Operations Management.
The sub- topics include: Process Orientation ancr@mwns Management, Process
Orientation in different sectors, MSEs in gener&@mB4$ and Process Orientation, critical

success factors and critical practices.

2.2 Process Orientation and Oper ations M anagement

Operations Management (OM) is concerned with oengge designing and controlling
the processes involved in production, supply chaiman resources, communication and
any other operation incidental to the success @fitin. It involves the responsibility of
ensuring that business operations are efficienterms of using as few resources as
needed and effective in terms of meeting custorequirements. It is concern with
managing the processes that convert inputs (irfaimes of materials, labor and energy)
into outputs (in the forms goods and/or servicesl),(2000).

Process Orientation is the current term utilise@rioapsulate a process-driven approach
to attain enterprise operational efficiency (Smiéimd Fingar, 2003). Operations
management covers the entire business procesgcliéeand consolidates methodologies
and techniques from a number of previous approachekiding Business Process Re-
Engineering (BPR), Process Innovation, Kaizen, Lédanagement, Total Quality
Management and Constraint-based Theory. Operattoasagement utilises current
technology to provide organizations with the abitd map and/or re-model their business
processes, deploy processes as applications thaintgrated with existing software
systems, and provide managers with the functignétitmonitor, analyse, control and

improve the execution of those processes in ree.ti

Process orientation (PO) focuses on business mesagon which all business or any
organization’s operations are anchored.The manageaiegrocesses which lead to the
conversion of inputs into outputs, the whole supgigin, and communication, cannot be
efficient if such processes are not well designed waell documented. Hence process
orientation is the pillar upon which sound openagiomanagement is built (Richard,



2009). Understanding how a process works is esséntensure the competitiveness of a
company. A process that does not match the neletsedirm will penolize the firm
every minute that the firm operates. Take, fomaxia, two fast-food restaurants. If one
restaurant can deliver a meal to a customer &w5KR0 in direct cost, and it costs a
second restaurant Ksh750 to deliver a similar meainatter what the second restaurant
does, it will loss Ksh 250 in profit for every matkells, compared to the first restaurant
(Richard,et al, 2009)

2.2.1 Emergence of the process- Based view

The notion of examining the workflows in organieas to streamline them or make
them more effective is not new.In the early 1900gustrial engineers, Fredrick Taylor ,
Frank and Lilian Gilbreth, proposed breaking wddwn into small increments (tasks)
that might make the work easier and more efficientbne (Taylor 1911,1967), the
method known as “scientific method”. Some of tlasib ideas underlying their thinking
are still applicable to this day in various qualityanagement and business process
reengineering approaches. Continuous improvemashtqaiality management methods,
particularly as embedded in the well-known; plaretieck-act, cycle, based on work by
Walter A shewhart and popularized in the 1950s by Bdwards Deming, entail
workflow or process analysis. Today, these stepsembedded in the five-step, viz,
define —measure, analyze —improve —control (DMAp@)cess that is at the heart of Six

Sigma Programs(Sara and Donald, 2008).
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Sara and Donald (2008) depicted business processas the following diagram,which

depicts the fact that,processes play a major rot®nverting inputs to outputs.

Inputs Outputs
= Materials > —» = products
SE— .

. ) = Services

IC_:ab(')turl » Information
apia — % PROCESSES [ *

= Technology ) e = = Knowledge

= Knowledge - — = Money

» Information  —— > = By-products or

* Products and —> - waste
materials

The process view that emerged from Business PrdRessngineering (BPR), examines
businesses in terms of the processes they perfeush as product generation, order
fulfillment, and survice delivery, instead of thanttions in which most firms are

organized (Sara and Donald, 2008).

Process orientation deals with designing and impgpthe standardized work flows, thus
making it easy to measure the performance of aanizgtion(Nilsson, 2009). Process
orientation of an organization can be explainedilmhange of focus, i.e. from functions
to processes. Process orientation construct maypdreeived from the following

individual dimensions: process view, process jolbperations management and

measurement.

It is necessary to rigorously identify the praesidikely to lead to improved process
orientation and consequently, to provide a cleevad map for companies,concerning the
adoption of this kind of business operation. Mosgvppus researches and professional
papers seem contented with merely identifying aaltisuccess factors (CSFs) (Gates,
2010; Grunert and Ellegaard,1992; Caratial.,2004). They do not provide empirically
proven actionable points for companies on theirrjey towards optimal process
orientation.Thus, both a clear vision and a roa@ orathe use of operations management

to increase the process orientation are missing #och researches.

Operations management’'s scope has a downsideclitdes a wide array of practices

without vivid guidelines for how to best implemetiem (Rohloff, 2009). Operations
11



management goals are thus often unclear, leadiachigh percentage of projects failure
(Siha and Saad, 2008).Despite of the challenges, ithportance of operations
management in practice is growing. Operations mamagt is listed as one of the top
priorities in most surveys on efficiency of firnfey example, according to Johnson and
Levien, (2010), chief information officers listedudiness process improvement and
innovation as being of the utmost importance.Sinyilachief executive officers
emphasized that process improvement is the keyrfproving quality and efficiency in
operations (Mefford, 2009). As argued by Brynjabisg2010): “the way that companies
implement business processes, organizational chandeinformation technology (IT)-
driven innovation is what differentiates the leadgom the laggers”.This study is meant

to investigate whether the same applies to Kenyasfi

Companies evolve through several levels of proeesntation, commonly known as
maturity levels (Lukman, Hackney, PopoéviJaklg, and Irani, 2011). Many maturity
models have been developed that seek to formdlesetlevels. Such models can aid this
transformation as they describe the path to mgtukithough there are numerous process
orientation and operation management maturity nsogddily available in contemporary
literature (Spanyi, 2007), they are not empiricaiidated, but are simply based on case

studies or the author's experience.

According to McCormacket al., (2009), the following definitions are provided for
maturity levels:Ad Hoc-is the level at which processes are unstructaretill-defined.
Process measures are not in place and the job®rgadizational structures are based
upon traditional functions, not processBgfined is the level at which basic processes
exist, defined and documented in flow diagrams. nglea to these processes must
undergo a formal procedure. Representatives oftifumal areas hold regular meetings to
coordinate with each otheLinked is the break through level.At his level, managers
employ process management tools with strategiairded results. Broad process jobs
and structures are put in place outside the taditifunctions and are centered on end-to-
end processettegrated- this is the level at which organizational stawes and jobs are
now based on processes, and traditional functiomsaken to be equal to, or sometimes,
subordinate to the processes. Process measurgedadnance management systems are
widely and frequently used in the organizatiorat tevel.

12



2.3 Process Orientation in Different Sectors

According to Haggstrom and Oscarsson, (2001), soegew involves a focus on the
workflows and processes across the organizatiorweder, Riley and Brown 2001;
Smith and Fingar 2003, noted that vast majoritynahufacturing industries in the world
are not aware that process orientation can help thesinesses attain the associated
benefits. Most manufacturing companies remain hagddo the traditional (functional)
ways of thinking and managing firms, much to th&ideent of the long-term growth of
their respective industries (Smith and Fingar 20@RJrther, manufacturing industries
may also face greater risk and pressure in makilogtgon decisions, getting training, or

collecting relevant information, on process ori¢iota,due to resource constraints.

The goal in embracing process orientation is to agtmuch as possible out of the
processes and not of the individual persons.iltgguctive because it follows work as it
proceeds across the organization and requires raar@ag commitment in the
achievement of its objectives. Perhaps even mopmritant, functional roles and titles
reflecting the traditional hierarchical structume aeplaced by process owners —these are
leaders who are responsible and accountable foopleeation and improvement of the
core processes (Tenner and DeToro, 1996).

Process orientation has attracted attention of mowents and policy makers worldwide,
especially due to the fact that micro and smakgaises account for the vast majority of
business activity that is conducted in most natidis et al. 2001; Riley and Brown
2001). Indeed, the slow pass in adopting newerga® management techniques has been
so endemic that it has even made the UK governtoesgonsor investigations into MSEs
-dominated industries,like the construction indu¢Riley and Brown 2001). Irrespective
of the industries in which they operate, there s iacreasing need for individual
businesses to keep pace with such development®essg oriented activities in order to
compete and thrive in the increasingly ‘globalisedvironment of modern commerce.
Failure to do so may result in less than optimaelleof efficiency and profitability for
individual businesses (Smith and Fingar 2003).&higly therefore aims to confirm if

MSEs in Kenya are process oriented.
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24 MSEsin General

In 2005, seventy nine point two percent (79.2%)esfablishments in the world were

MSEs, and they contributed about 56.4% of employropportunities, and about 32% of

the GDP of each country (MSE Annual Report, 200&vertheless, MSEs in under

developed countries are still lagging behind immterof contributions to the GDP as

compared to giant economic forces such as ChimaCtiinese MSEs contribute 56% to
the GDP (Hamisah Hamid and Presenna Nambiar, 2006. MSEs are facing a

changing business environment mainly due to glababn. Globalization factors have

contributed to many issues which need to be adeldeasd resolved by MSEs, such as
lowering or diminishing of trade barriers which tarn has created new markests for
MSEs,while at the same time it has introduced cditipe. These require MSEs to

elevate their level of competitiveness.

MSEs also need to adopt more friendly processatsstiall turn into necessary criteria
for survival. A firm’s processes can also be cliesdias operational or management.The
operational processes are those that deal withvélyein which the products or services
are created, produced, sold or serviced.The mareggonocesses involve the way senior
managers make,communicate,implement,monitor andstdjecisions,and measure and
compensate performance. In order to succeed, timageaent teams of MSEs need to
create elaborate processes for production angedglof quality products and services,
customer  acquisition, customer requirements ideatibn,and integrated
logistics(Richard,2009). Another challenge faciMSEs regards the low use of ICT ,
the survey in developing countries done by UNDR2@07 revealed that only 16% of
MSEs had web presence, compared with European M3% web presence (UNDP,
2007). ICT is critical for MSEs as the current giblrend is moving towards knowledge
based economy, and only with this system in-pldtall MSEs be able to compete
globally ( Johan, 2005).

Similarly, a vast gap is found among MSEs engaged-commerce. Only 16.44% had
implemented e-commerce in all areas of businessn@yah et.al. 2004). Another
challenge faced by MSEs is access to financialtalaph study by Idris et.al. (2001),
revealed that most MSEs are not aware of the typ@aas available from commercial or
governmental banks, thus this has contributed sucgessful loan applications. Another
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hurdle faced by MSEs is the nature of MSEs which accustomed to protective
environment and are unable to sustain in competgituation, and also the mentality of
doing business in the local marketplace only. Ninatess, this list is not exhaustive
(UNDP, 2007). MSEs can overcome some of the chgdlerthey are facing through
implementation of elaborate  process orientatioratsgies and employment of

management processes aimed at improving their ipeaftce.

2.5 M SEsand Process Orientation

The extensive literature on business process mamage(McCormack and Johnson,
2001; Burlton, 2001; Harmon, 2003), suggests thgamzations can enhance their
overall performance by adopting a process view abiress. Organizations are
continually under competitive pressures and areefbee forced to re-evaluate their
business models and underlying business processgsehtly. According to Harmon
(2003), business process management representucmteon of an organization because
the company primarily consists of processes, nodymts or services. Despite their
importance, business processes have been negiectehagerial studies for a long time,
mainly due to the fact that departments in comgaare structured in a functional or
product oriented way (Vanhaverbeke and Torrema®33)1L The benefits of a successful
process improvement effort include: better operatieefficiency; increased profitability;
better customer relations; shorter process-cyche;tilower operating costs; increased

accountability; and improved market competitiven@dsadi 2004).

However, the relative paucity of research thattexis relation to process management
by MSEs has resulted in the widespread propagatianfalse impression that process-
driven optimization frameworks are only applicalite large corporations (Riley &

Brown, 2001). Despite the prevalence of this assiompit is evidenced in a few studies
that process orientation can be equally effectiberwapplied to MSEs (Fu et al. 2001;
Riley and Brown, 2001). In spite of its obvious adiages, the diverse points of view on
process management as key to sound performancee cauagor roadblocks for

organizations moving towards its implementationughit is argued that the current
upsurge of process orientation adoption in orgdiniza denotes an ideal time to conduct

a study on the identification of issues which vk of critical importance to MSEs
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considering embarking on operations managemettimes.This study is one of such

contributions, with reference to a developing count

2.6 Process Orientation and Organizational Perfor mance

Sharma (2005) studied a sample of 70 companiesl izt the Singapore Stock Exchange
over a 6-year period. He provided evidence that @900 certification is associated with
improvements in financial performance. Significantiprovements in profit margin,
growth in sales and earnings per share in thefieertiirms were noted. The results
showed that the effect was greater on profit matgan on the growth in sales. This
suggested that the improvement in overall perfoceamwas largely attributed to
improvements in internal business processes. MartBanchez et al. (2007) conducted a
research to explore the relationship between talawg adoption, workplace flexibility
and the performance of a firm. The results inddateat performance of a firm was
positively related to workplace flexibility, whicluggested that organizational change

generated sustainable competitive advantage.

Theoretically, the benefits that process orienmatiorings to an organization are
numerous. It affects the soft side of organizatiassvell as the bottom line figures. Some
of the benefits reported in the literature are:tcsmvings, through a more efficient
execution of work, reduced cycle times, improvedtomer focus, better integration
across the organization, increased flexibility loé firm along with improved customer
satisfaction, elimination of redundancy,and dupicca of activities (Keen, 1997;

Sikavica and Novak, 1999; Oden, 1999, GalbraithQ220 Implementing process

management program in an organization will impraviernal coordination and break

down the functional silos that exist in most comparfMcCormack and Johnson, 2001).

McCormack and Johnson (2001) conducted an empstodly to explore the relationship
between process orientation and enhanced buspefamance. The research results
showed that process orientation is critical inuedg conflict and encouraging greater
connectedness of departments/sections within aran@agtion,and also improving

business performance. Their results indicated prisimgly strong relationship between
process orientation and overall performance ofr@.fiFurthermore, the more process

oriented an organization is, the better it perfqromh from an overall perspective as well
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as from the perspective of the employees.This stidlyinvestigate if the same case

applies to MSEs in Kenya.

2.7 Perfor mance measur ement
Performance means the accomplishment of a givédn t@sasured against preset, known
standards of accuracy, completeness, cost, and.spee

Business performance measures or indicators dodlas's:

Customer satisfaction:-this is the satisfactiorelef customers.

Shortcomings or faults in product or/and servitkat is, quality of goods and/or services
of a firm.

Time for entire cycle:- this is the time taken wnplete the full cycle successfully, to
produce a product or render a service, to a custome

The degree of efficiency in elimination or reduatiof waste, rework, work hours, cost,
and other factors like resources and labour.

Encouraging innovation and improvement: The stmgcof the firm should be that which
encourages and promotes innovative ideas and iraprent.

Standardization of products: When products andéovices are standardized, standard

processes are possible (Sara and Donald, 2008).

Generally, when performance measures are applied fihm which has sound, well
documented processes which are followed faithfbitlyemployees, the result should be
positive. Negative result might only occur if tpeocess measures in place are not
functioning properly, such that; waste, qualityirgdut materials, labour efficiency, cycle

time , and machine soundness , go unregulated.

Process measures: these are measures to tragerioemance of each process as it
unfolds, providing real-time feedback that can lsee@ upon without waiting for the

whole production process to end.
Example of such tools include:

Total quality control (TQC), lean production, pratiwvity ratio:- ratio of output to input,
efficiency ratio:-ratio of actual output of a preserelative to some standard, through put

ratio:- the output rate that the process is expeteproduce over a period of time, and
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value added time: — the time in which useful warkactually being done on the unit being
produced (Richard et al, 2009).

Process measures differ with over all businessopednce measurers in that process
measures are tailored on each process and argmealvhile performance measures are
on the firm as a whole, and as such, are termmaiature, for example, number of
customers served by a hotel in a week or amountasfey spent is a week in a carpentry
workshop.  Process measures investigate how the&emsysvorks while business
performance measures have to do with the resulthef final product or general
assessment of how a customer has been served. dsafaR09), who led business
process re-engineering efforts at Xerox and IBMadman observation that, a company
might have highly efficient processes but the éffeness (end product) is terrible;
conversely, a company might have a superb, hightguaoduct, yet it costs way too
much and/or takes too long to produce — bringiregty the fact that there is a difference
between the efficiency of processes in a firm ahd efficiency in the overall

performance of the firm, though the former is expddo cause the later to occur.

2.8 Summary

Operations Management (OM) involves the responsibof ensuring that business

operations are efficient in terms of using as f@sources as needed and effective in
terms of meeting customer requirements. It is coremk with overseeing, designing and
controlling the processes involved in productiompy chain, human resources,

communication and any other operation incidentahtosuccess of the firm. Operations
management covers the entire business procesgcléeand consolidates methodologies
and techniques from a number of previous approachekiding Business Process Re-
Engineering (BPR), Process Innovation, Kaizen, Lédanagement, Total Quality

Management and Constraint-based Theory.

In a nutshell,operations management's primary conde efficiency. It examines
workflows in organizations to streamline them orkendahem more effective. Therefore,
OM, is mainly concerned with continuous improvememd quality management

methods, particularly, as embedded in the well-kmgvlan-do-check-act, cycle.
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However, OM has a flip-side, it has a wide coll@ttof practices which lack matching

recommendations on their implementation. Operatiovaagement has failed in the
clarity of its goals, thus leading to a high petege of projects failure. Nevertheless,
notwithstanding all of these short comings, theangnce of operations management in
practice is growing. To achieve the intended gol®M, it is necessary to rigorously

identify the practices likely to lead to improverbgess orientation, and consequently, to
provide a clearer roadmap for companies which agpirembrace this kind of business
operation. This study therefore sets out to exantiveelevel of process orientation among
MSEs in Kenya, with an intent to identify the aredsveakness which such firms should

improve on.

2.9 Conceptual framework

Process orientation means focusing on businesegges as the key factor upon which
all operations are anchored while business perfocmaneans the accomplishment of
business task(s), measured against preset knowdastis of accuracy, completeness,
cost and speed. If the means is to justify the, ¢imeh it follows that, from the very
begining ,before a product is produced or a sesvie®ffered by a firm, standards should
be set for the level of accuracy, completenesst, aad speed, that shall guide the design
and documentation of the major processes, to bsistently used in production or
offering the services. Thus, both the processestha intended end product and/or
service (level of performance expected) must bekdd at critically by the operations
manager in order for a firm to maintain a competittdge in the market.
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CHAPTER THREE: RESEACH METHODOLOGY

3.1 Introduction
The chapter outlines research design, populagampling and sampling techniques,
data collection procedure, and data analysis tecieni

3.2 Resear ch Design

Research design provides the guideline for dateaan. It involves the selection of the
research approach. The study will employ desceptresearch design. Descriptive
research describes data and characteristics gbdpalation of the phenomenon being
studied. Descriptive research answers the questuns what, where, when and how
(Mugenda and Mugenda, 2003).

3.3 Population
The population of the study shall be composed afrd¢and Small sized Entreprises
(MSEs)

in the formal sector in Nairobi.This is becauserdla is the town with the largest
number of MSEs in Kenya as compared with the ditvens, and also the researcher is a
resident of Nairobi and therefore shall not spdiat af money on cost of transport when

going to meet intended interviewees.

3.4 Sampling Procedure
The study will use classification of MSEs as usedenya. The classification is as
follows: Micro-entities with up to 10 employeesmé&ll — entities with between 10 to 50

employees.

A sample of 96(derived from the maximum estimate)ranterprises shall be targeted; 43
from micro-entities and 43 from small entities. ¥alof the number shall be on

manufacturing firms and the other half on firmseoifig servces. Under each of the two
categorie, stratification shall be done in Nairtdavn according to the estates and the
CBD, then followed by systematic sampling (i.e) g\v&th organization shall be selected

for interview .
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The maximum rule(Donald&Pamela,2010,pgs 434-436) theen used to decide on the

sample size as follows:
In business, we often deal with proportion date ihthe assumption for this study.

Let: +0.10 = desired interval range within which thepplation prorpotion is

expected( subjective decision)

and 1.965p — 95% confidence level for estimating the intémvéhin which to expect

population proportion (subjective decision)
thereforepp =0.051 (0.10 + 1.96)- is the standard eofcgample proportion .
pg- measure of sample disperation (used here astanate of the population dispersion)

n — sample size
Then d6p = pgq=+n

and n=pqsp
Because the researcher does not have informatidheoprobable p value, it is assumed
that p = 0.5 and therefore g = (1-0.5) = 0.5( tlaximum estmate rule)
therefore n = (10.50 x 0.50) + (0.51)

= 0.25+ (0.59)

= 96 (the sample size)

3.5 Data Collection
The data for this research work will be obtaineshf primary and secondary sources.
The data collection shall be conducted in Nairomirt, between 5t August, 2013 to 31
August,2013. The research shall be conducteddyetbearcher himself and two research

assistants; between 9:00a.m to 4:00pm, each wodag@®f the said month.

The main data collection tool shall be a self adstéred questionnaire that shall be used
to collect the data from one employee or the owokreach firm visited, though
observation shall also be used to take cognizahaamployees, going through some
major processes of the firm. Investigative questisimall be formulated for each research
guestion and each of such questions shall be tetiag a five point likert scale, ranging
from full agreement to full disagreement. Secondtata, shall be gathered from research

articles, books, and corporate strategic plansvafious banks, bulletins and in-house
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newsletters; concerning the effects of processtaimn on the overall performance of

small firms.

3.6 Data Analysis
Data shall be analyzed using SPSS and Excel paskBgéh quantitative and qualitative
techniques shall be used to analyze the data. t@tindi analysis will be conducted on the

open-ended questions.

After data has been collected and tabulated, @iioel analysis shall be done, pitching
indicators of sound process orientation (independariable) and process measures and

overall performance of the firm (dependent variaplen the other hand.

In particular,a 5 figure Likert scale shall be usedthe questions investigating the level
of process orientation and those on the overdiécebf process orientaton on business
performance.The number of questions from both caieg are expected to be
equal.Pearsons Correlation Coefficient shall bel tsgauge the relationship between the
two variables.From the data, the Coefficient ofddetination (R) shall also be calculated
and a Regression analysis done, so as to detertimnextent to which the level of
business performance is subject to process otientaA test shall also be conducted
on(r) to ascertain if the relationship between bess performance and process
orientation is real or it occurs by chance.The tilseale shall be preferred because by
using it, coding and analysis of the data collesteall be easy since it has predetermined
categories,it also gives the respondent awide ehtmicselect from and thus yields more
accurate data than other scales like the graphiiegracale and ranking scale, with only
two choices; also, under the Likert scale, thegaesi numerical values can easily be
reversed if the statement is worded negativelykmd of flexibility is not possible with
the other scales(Donald&Pamela,2010). To invesits existence of process measures,
a constant- sum scale shall be used, where byesisarcher shall distribute 100 points to
indicate the relative importance of each attribthe. Mean and Coefficient of Variation
of the attributes thall then be calculated so agatage the level of process measures and
the dispersion,respectively,in the MSEs studiedt@unanalysis shall also be done to

describe the process measures in place.
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CHAPTER FOUR: FINDINGS

4.0 Introduction

The expected 96 questiopnnaires were successfiliyngstered in the field to collect the
required data. Each questionnaire had a total afuEstions; questions, no. 6 — 14, were
to gauge the level of process orientation in MSIEs the presence of well stipulated
processes known to employees; questions, no. 1&@@, to gauge the process measures
in place, and questions, no. 21-30, were to gaugmbss performance. The response was
100%. This was because of the pre- testing of tlestipnnaire (20 questionnaires) which

revealed the ambiguity of some questions,wich wieee corrected prior to the main data

collection exercise.

4.1 Background I nformation

Table4.1.1: Number of employees

No. Frequency| Percentage%
1-10 41 43.2
Between 11 and 50 50 52.6
Between 51 and 250 4 4.2
Total 95 100.0

From the above table,it can be noted that most &EM have between 11 and 50

employees.This is in line with the Kenyan definitiof such enterprises wich are

expected to have up to 50 employees (95.8% ofiims studied fall in that category)

Table4.1.2: Highest level of education of respondents

Education level Frequency Percentage%
O' Level 3 3.1
Certificate/Diploma| 53 55.2
Degree 27 28.1
Postgraduate 13 13.5
Total 96 100.0

From the table above, it can be noted that mostnoployees in MSEs have eiher a

certificate, diploma or degree qualification (83)3Phis could be because of the

increasing shortage of white collar jobs. Accordingthe Kenya National Bureau of

Statistics given in the year 2011, unemploymerg matKenya increased to 40% in the
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year 2011,from12.70% in the year 2006 (going by thte, the current unemployment
rate is 50.92% or more).Most MSEs also offer esakegbods and services like food
items,medical care, and body care,thus their swsbdity is sure,hence attractive to
school leavers.The capital outlay of MSEs is als@lsand the procedure of setting up

such an enterprise is short(only a trading licaaagequired), thus they are attractive even
to graduates.

Table4.1.3: Yearsserved in the Organization

Years Frequency(fi midmark fx
0-3 39 1.5 58.5
3-6 38 4.5 171.0
6-9 11 7.5 82.5
9-12 5 10.5 52.5
12-15 1 13.5 13.5
15-18 2 16.5 33.0

>Yf=96 Yfx =411

Mean =>fx = 411 = 4.28125
2 96 ~ 4 years

4.1.3 Yearsserved in the Organization

From the frequency table above,it can be noted timaverage,employees of MSEs have
worked there for 4years.The long stinct at MSE® agpport the idea that there is
scarcity of white collar jobs to switch.ide level of education (58% have certificate or

less-see table 4.1.2) may also have contributéoettength of stay.

4.2 Process Orientation

The first objective of the research study was tal fout the extent to which MSEs in
Kenya are process oriented.The main factors whdicate if a firm is process oriented
were considered,like:level of process documentategyree of specialization,awareness
of employees on major processes of the firm,andl@yep training on the major
processes.The score on the factors is as shovae itable below.
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Table4.2.1:Process Orintation Factors

Total
Factors Std. Respondents
Mean | Dev. | Min | Max (N)
Process documentation/process adherence 3.8 1.0 | 50 96
how fast changes are effected 3.8 8 1.0 b.0 96
Employees training in their job 3.6 1.1 1[0 50 95
Degree of specialization in the firm 2.7 9 1.0 5.0 94
The major processes which organization| i2.6 9 1.0 5.0 96
involved
Order of a customer processing 2.5 1.0 1.0 bBO 93
Do you think process design drives job2.4 .8 1.0 4.0 95
description in the firm
Are benchmarking and internal training based
2 .8 1.0 4.0
on processes 95
Process of raising an order in the organization 2.3.9 1.0, 5.0 94
Process of disposing any asset in the firm 1.9 1.00 | 4.0 95
Average Mean & Std. Dev 2.8 9

Where: 1-No extent, 2-Little extent, 3-Moderateegxt 4- Great extent and 5-Very great

extent

The table above indicates that MSEs have made seteps towards process
orientation,with a mean of 2.8 (take scalel-5) astndard deviation of 0.9, on the key
indicators (ie) they are average.Especially, they doing well in fast tracking of
necessary changes(3.8), trainig of employees enjdh (3.6) and process adherence
(3.8).The worst performed areas are: they do nee haell stipulated procedure of
disposing the assets they no longer need(1.9)tleeyiot engage their employees in
benchmarking with other firms(2.3) and also they jdb placements according to

departments and not according to their main pras{2s1)

Some studies have also proved that process drptmiaation frameworks are not only
applicable to large firms but can equally be efifectwhen applied to MSEs:Fu et al

2001, Riley and Brown,2001 are such examples.
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4.3 Process M easur es

The second objective of the study was to find éulhé MSEs in Kenya have instituted
measures to gauge the performance of their majocegses.Some major factors to
investigate process measures were selected,likemece of cut off levels of any kind of
stock being used,preventive measures to contralrance of defects or errors,among the

others.

Table4.3.1: Process M easur es Factor s

Total
Factors Std. Respondents
Mean | Dev. | Min | Max (N)

Is the measurement of performance done onlg.2 1.0| 1.0 4.0 95
at end of all processes or at the end of each
process
Are there experts who measure the performance2 9 1.0 4.0 93
of the organization
Performance of the major processes measured0 v 1.0 4.0 95
against some set standards or budget
Cut-off levels of stock 1.7 .8 1.0 4.0 93
Preventive measures to ensure defects ih.6 g 10| 4.0 94
processes do not happen in the first place
Charging/punishing employees for errorsl.4 .6 1.0, 3.0 45
instead of offering professional advice
Average Mean & Std. Dev 19 0.8

Where; 1:0%-20%, 2:20%-40%, 3:40%-60%, 4:66%0% and 5:80% to 100%

The table above indicates that MSEs in Kenya ddhage adequate means of measuring
the effectiveness of their processes,at a mean.®f(thke scale 1-5) and standard
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deviation of 0.8.The main areas of weakness,azateli from the table, are:the firms
charge their employees when errors occur insteg@ivofg professional advise so that the
employee(s) concern may grow(1.4), MSEs do not lmegentive measures to shield
errors from occurring in the first place,eg,pok&e® or fail-safing(1.6),the firms do not
have effective cut-off levels of inventory to regid the total cost of handling
inventory(1.7).However,some MSEs have made a siejartds the right direction by
assessing the effectiveness of each of their npagmresses instead of looking at just the
end product(2.2).

A standard deviation of 0.8 indicates that, asafaprocess measures are concerned,the

MSEs are sailing in the same boat,all have a wesakimethis area.

The weakness of process measures in MSEs is nptiroilenya,as noted by Riley and
Brown 2001,the slow pass in adopting newer prooessagement techniques has been so
endemic that it has even made the UK governmespémsor investigations into MSEs-

dominated industries,like the construction industry

4.4 Business Performance

The third objective of the study was to gauge ftifieceof process orientation on business
performance.The table below shows the scores oecteel factors on business
performance, which were correlated with the indicsit on presence of process
orientation.Regression analysis was also done leetwlee variables so as to define the
relationship
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Table4.4.1:Business Perfor mance Factors

Total
Factors Std. Respondents
Mean | Dev. | Min | Max (N)

How do you gauge the level of team work|in4.0 .6 1.0 5.0 96
the organization
what is the average labour turnover of the8.9 1.1 1.0, 5.0 96
organization
customers complaints on the quality of the3.9 1.2 1.0/ 5.0 96
services/products of the firm
How does average monthly sales revenud.7 .8 20| 5.0 95
compare with those of competing firms?
To what extent are customers willing to |be3.7 1.0 1.0/ 5.0 96
served by any employee?
To what extent are employees willing to |be3.6 9 1.0 5.0 95
appointed as process owners?
How often do customers bargain on the price? 33 2 .10 50 95
How often do customers obey the instructjor8.1 1.0 1.0, 5.0 96
while receiving the service without question?
To what extent is the orientation program|of2.9 1.1 1.0/ 5.0 78
new employees effective?
Are there rewards and promotions for constari2.4 9 1.0 5.0 77
good performance?
Average Mean & Std. Dev 3.4 1.0

Where: 1-No extent, 2-Little extent, 3-Moderateeentf Great extent and 5-Very great

extent

According to the table above, the performance Bidis show afair performance,with

amean of 3.4 (take scalel-5) and a standard dawiafi1.0. The performance is in line

with process orientation in the following ways:tes high level team work,with a score

of (4.0),the extent to which customers are willlogbe served by any employee (3.7)-

means that there is some uniformity in serviceveeji by employees (this is a key
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indicator of process orientation),low labour tureag@about 4 vyears),less customer
complaints on the quality of goods/services offelbgdMISEs in Kenya(3.9)-this means
that there is agood degree of standardization efgthods/services, which is a good step

towards process orientation.

The major drawback here is that the proprietorM8Es do not reward their employees
for excellent performance,at 2.4 (take scalel-5plegees need to be rewarded when

they perform exceptionally well so as to motivdterh to continue in the same spirit.

Numerous researches in the past also found a ysirrelation between process
orientation and business performance,for exampl€dimack and Johnson(2001)
conducted an empirical study to explore the retetinip between process orientation and
enhanced business performance,and the result shthaégrocess orientation is very
critical in reducing conflict and encouraging geFatconnectedness within an
organization, and also improving business perfogaaviartinez Sanchez2007) also
conducted a research to explore the relationshijwdmn teleworking adoption,

workplace flexibility (attributes of process oriatibn) and the performance of a firm.The
result indicated that the performance of a firm wmsitively related to workplace

flexibility-which of cource can not be achieved maut well defined processes.

4.5 Correlation and Regression Analysis

4.5.1 Correlation of the study variables

The first step was to construct correlation mafax various possible combinations of
dependent and independent variables. Relatiomsegsurement is shown by the Pearson
Product-Moment Correlation Coefficient (r), or adation coefficient, which is a
measure of the degree of linear relationship batwesiables (for this case, process

orientation and business performance). The outaafttiee correlation is shown below.
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Corréelations M atrix

Process Business
orientation Performance

Process Pearson 1 133**
orientation Correlation

Sig. (2-tailed) .024

N 88 57
Business Pearson .133** 1
Performance Correlation

Sig. (2-tailed) .024

N 57 60

** Correlation is significant at the 0.05 leveH@iled).

From the above table, the predictor showed a pesitlationship as indicated in the
matrix, ie. Process orientation showed a posiationship with business performance,
(Pearson’s r=0.133, p<0.024). Generally, it wasldigthed that the independent variable

(process orientation) had some positive relatignshih the dependent variable (business

performance).

4.5.2 Regression analysis

ANOVAD
Model Sum of Mean
Squaresg df Square F Sig.
1 Regressior .081 1 .081 991 .024
Residual 4,488 55 .082
Total 4.569 56
a. Predictors: (Constant), Process orientation
Coefficients”
Model
Unstandardized| Standardized
Coefficients Coefficients
Std.
B Error Beta t Sig.
1 (Constant) 3.256 .267 12.207 .000
Process .092 .092 133 .995 .024
orientation

a. Dependent Variable: Business Performance
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According to Kingoriah (2004), the correlation dogént r, above merely talks of
relationship between variables, but coefficient détermination @@ derived from
regression analysis, explains how much of the tiariawithin the dependent variable
(business performance) is caused by the variatfotmeo independent variable (process

orientation), in exact percentage terms as shoviahle above.

In this case, R squared is 0.018, showing a osiship between the observed and

predicted values of the dependent variable.

Model Summary

Model
R Std. Error of the
R Square Estimate
1 133 .018 .28565

The ANOVA table above shows results of analysisarfance, sum of squares, degree
of freedom (df), mean square, regression and rakilues obtained from regression
analysis. The mean square is 0.081. The F statisticch is regression mean square
divided by the residual mean, was 0.991. Degreecetiom ( df) was 1.00. Statistically,

the overall relationship was very significant watignificant value, P value = 0.024, (P <
0.05) as shown in the co efficients table aboventthe coefficients table, the first

variable represents the constant, also referréa b@oks as the Y intercept, the height of
the regression line when it crosses the Y axisotlher words, this is the predicted value
of business performance when other variables afién@.beta value (B) is the value for

the regression equation for predicting the dependamiable from the independent

variable.

In this case, interpretation of beta coefficientsams that holding all other independent
variables constant, every unit change on procesntation shall increase business
performance by 0.133. Therefore, process oriemtasaa positive predictor of business
performance, with absolute significant value, Rueat 0.024, (P < 0.05) as shown in the
coefficients table above.This result is quite ialirwith the literature review,for

example,McCormack and John(2001) conducted an emapistudy to explore the

relationship between process orientation and erdthbasiness performance.The results
showed that process orientation is critical in @dg conflict and encouraging coherence

between departments of firms,hence improving peréoce.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS, AND RECOMMEDATIONS

This chapter includes the summary of the majorifigsl, the conclusions from the
reseracher’'s own perspective, and recommendatiotisfor practice and for further

studies.

5.1 Summary
Even though the MSEs have not perfected their gs®Es® from the research, there is
reasonable evidence that they are not non-statgn®cess orientation

The level of process orientation was found to & (ake scale 1-5),considering key
factors.This was expected since most proprietordM8Es follow single entry book
keeping system, with just scanty records, and tm&y not adhere to particular
procedures every day.This is evidenced by low scorequestions asking the employees
to explain how they conduct specific activitiesjeypde,in table 4.2.1-process of
disposing any asset in the firm(1.9),processingrder of acustome r (2.5).Also the score
is average,at (2.6), when they are asked if theyasrare of the major processes which
their organizations involve in; a good support lé assertion that MSEs in Kenya are

average,as far as process orientation is concerned.

According to table 4.3.1 on process measures,M8EKenya do not have effective
means of measuring the performance of their presgasa mean of 1.9 (scalel-5) and
standard deviation of 0.8.This may be because ofa$te proprietors of such firms are
not exposed to modern methods of quality contndids installation of poka yokes,fail-
faving devices,the constraint-based theory,among dthers.The fact that such
organizations maintain scanty records of their app@ns is also major draw back as far as
process measures are concerned, because one ganeadure what he/she is sure of its

outcome.

It was also observed that process orientation,tmes@xtend,drives performance in
MSEs,with a correlation co-efficient of 0.133.Thetdst revealed that the correlation
between process orientation and business perfoemams significant at 5% level of
significance, yielding a p value of 0.24.
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5.2 Conclusions

It can be concluded from the research study thadgss orientation is not only for large
scale firms, micro and small firms are also practjdat,and if some little more knowledge
can be imparted to the proprietors on how to stheanit,they can easily reach the

perfection level.

As far as the level of process orientation is comeg,the MSEs have made some
steps,with a mean of 2.8 (scale 1-5) and standavéhtion of 0.9 (table 4.2.1),0n key
indicators ( ie) they are average.The low standiwation indicates that all the MSEs

are on equal footing as far as the level of prooegstation is concerned.

As far as process measures are concerned,the M&EsaHow mean of 1.9 and standard
deviation of 0.8 (table 4.3.1).This low score isimhabecause they do not keep complete

records of their activities and therefore they sahmeasure it effectively.

It can also be concluded that,at the moment,ther low positive correlation beween
process orientation among MSEs in Kenya, and tlpeirformance level,at 0.133
(correlation matrix table),the performance level thie firms have also not been
maximized,at 3.4 (scale 1-5),in table (4.4.1).¢ firms can close the weaknesses they
have on the level of process orientation and pscegasures,which have been
dicussed,them the performance level shall increase® therefore the correlation co-

efficient and the co-efficient of determination bladso go up.

5.3 Recommendations

5.4.1 Recommedations from the study (Recommendationsfor Practice)

For the MSEs to fully embrace process orientatiod benefit from it,there are notable
areas of weakness which the research study revewded are:they should set cut-off
levels to control cost of handling inventory,theietors should offer professinal advise
to the employees who have errored in the courgbedf duties, instead of just charging
them,preventive measures should be institutedewgmt errors from occurring in the first
place,there should be a system to reward employgas perform exceptionally

well,orientation programme for new employees shdaddnainly on the major processes
of the organization,the major processes of suchrorgtions should be well documented

and the effectiveness of each process measuredgdesach production run.MSEs also

33



need to occationally take their employees for benwdrking with firms which are

performing better than them,especially on theiranpjocesses.

5.4.2 Suggestionsfor Further Studies
The study was done only among MSEs in Nairobi tofvenya. Similar researches may
be done in other parts of the country or other tes) to find out if the result is the

same.

This research can also be done in the governmepbi@ions and parastatals, which

seems to be bogged down with bureaucracies, cdnysteohctional departments.

Since small scale firms form more than 50% of @th$ in any country in the world, a
larger sample is recommened in any further syudythis area, so as to increase the

validity and reliability of the findings.
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APPENDICES
Appendix |: Questionnaire

Section A- Background information;

1) Name Of YOUr Organization...........ooui ittt e e

2) Name the major good(s)/services(s) that your omgdinn

deals

3) How many employees are in the organization?
1-10 [ ] Betweenlland50][ ] Between 5d 260 [ ]

Location of the organization within Nairobi town?

4) Your highest Level of education

No formal education [ ]

Primary Level [] ‘O’ Level []
Certificate/Diploma [ ] Degree [ ]
Postgraduate []

5) How many years have you worked in this organiz&ion

Section B

6) In order to complete the task of the organizatwinat are the major processes which

the organization involves in?(observe or get aramgiion)

oo [1-5]

7) Please indicate the extent to which the followintivities occur in your organization.

Where 1= no extent, 2 = little extent, 3 = moderatent, 4 = great extent and 5=

very great extent.
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Activities 1 2 3 4 5

(a) Processes documentation

(b) Employees training in their jobs

(c) Incidences of role confusion among
employees in the organization

(d) Firm commitment towards getting SO
certification

(e) Operations automation in the firm

() The positions and reporting flow reflect the
processes

(g) Extent to which employees are willing to sign
documents on liability of their work

(h) Extent to which processes are adhered to by
management

8) In your opinion, how would you describe the degyebour specialization in the

firm?

oo [1°5]

9) Describe the process of raising an order in thammgtion?

oo [1°5]

10)Describe the process of disposing any asset ifirth@

oo [1°5]

11)How is an order of a customer processed? How doeg it take on average?

oo [1°5]

12) How fast are changes effected in the firm?

Veryfast [5] Fast [ 4] Moderately Fast [3]

Slowly [2 ] Very slowly [1]
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13)In your opinion, do you think process design dripdsdescriptions in the firm?

Explain.

14)Are benchmarking and internal training based orggees? Explain. [ 1-5]

15)Are the cut-off levels of stock well known and adid to? (i.e) re- order level,

minimum stock level, maximum stock level and rdesrquantity. [ 0-100]

16) Are the performances of the major processes measainst some set standards or
budget? Explain. [0-100]

17)Which one of the following describes how the mamagjet addresses errors when
they occur at any level of production? Considemaats ranging from;
Professional advise offered to the employee comrck o
[ 50-100 ]
Blaming or charging the culprit [0-49 ]

18)What are the preventive measures to ensure defieitts processes do not happen in
the first place? e.g. lean manufacturing, poke $o8#, etc.[0-100]
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19)Is the measurement of performance done only agnldeof all processes or at the end
of each process?
EXPIAIN. e ——————— [0-100]

20)Are there experts who measure the performanceeddriyanization? If yes, are they

internally appointed or they are external? Explain.................. [0-100]

21)Are there rewards and promotions for constant guotbrmance? ...............
If yes, to what extent are they based on procedsegiain. [1-5]

22)To what extent is the orientation program of nevpkayees effective, especially on

major processes of the organization? Eplain[1-5]

23)How often do you receive the following forms of qoains? Use a scale of 1 to 5;
where [ 1] = Very often,[ 2] = Often[ 3]= Rarely@n]=Very rarely,[5]=Never at all
Complain 112 |3 1|4 |5

(a)Customers complain of the waiting time beformpe
served

(b)Employees complain about the processes of the
organization

24)To what extent are employees willing to be appairae process owners?
Very greatextent [5 ] Greatextent [4 ] Maoate extent [ 3 ] Little
extent[ 2 ] No extent[ 1 ]

25)What is the average labor turnover of the orgaiunat
Very High [1] High [2 ] Moderate [3]
Low [ 4] VerylLow [ 5]

26)To what extent are customers willing to be serwedry employee in the
organization?
Very great extent [ 5] Greatextent [4] Maoaterextent [ 3]
Little extent [2 ] Noextent [ 1]
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27)How does average monthly sales revenue comparehagie of competing
firms?
Higher than [5 ]Equalto [4 ] Lowerthan []3
Fluctates between, above and below[ 2 ] Only highging odd hours of the day
[1]
28)How do you gauge the level of team work in the arzgtion ?
Very High [ 5] High [4 ] Moderate [ 3]
Low [ 2] VeryLow [ 1]

29)How often do customers bargain on the price? Whgda most, old or new
customers?
Both old and new[1] Old[2] Some old and same& [3] New[4] Non bargains[5]

30)How often do customers obey the instructions wiateiving the service
without question?
Do the opposite[1] Often[(2] Sometimes[3]ymever complain[4]

They complement instead[5]
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Appendix I1: Cover letter

UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
MBA PROGRAMME
Telephone: 020-2059162 P.0O. Box 30197

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

is a bona fide continuing student in the Master of Business Administration (MBA) degree
program in this University.

o v

He/ske is required to submit as part of hisfser coursework assessment a research project
report on a management problem. We would like the students to do their projects on real
problems affecting firms in Kenya. We would, therefore, appreciate your assistance to
enable him/her collect data in your organization.

The results of the report will be used solely for academic purposes and a copy of the same
will be availed to the interviewed organizations on request.

Thank you.

MBA ADMINISTRATOR
SCHOOL OF BUSINESS
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