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ABSTRACT

This study sought to determine procurement strategdopted by oil companies in
Kenya to develop competitive advantage and to Bskalthe challenges of
implementing procurement strategies by oil companie Kenya. To achieve the
objective of this study, the researcher used arghtise survey. The population of the
study was 72 oil companies in Kenya registered étydReum Institute of East Africa
(PIEA).The sample size for this study constitutdddd companies in Kenya. This
study used both primary data and secondary dataesuPrimary data was collected
using a semi structured questionnaire. A Likeretygraling measure was used to
examine the constructs for each of the particigaiompanies. The questionnaires
were administered by drop and pick later methodamtagreed time with the
researcher. Secondary data was collected from wargmurces including various
reports and records of past events that were algewed to compile evidence of
competitive strategies that have been observednt@ative data was collected using
a questionnaire and was analyzed by the use ofrigtge statistics using the
Statistical Package for Social Sciences (SPSS)pamesented through percentages,
means, standard deviations and frequencies. Themiation was displayed by use of
tables and pie charts. Qualitative data was andly®éng content analysis which is
the best suited method of analysis. The study coled that most oil companies in
Kenya adopted procurement strategies in order pe euth stiff competition in the
oil industry. Some of the most notable strateghed wvere adopted by most of the
firms were namely: recruiting and retaining profesals, aligning and staffing the
supply chain organization, processes and contestblishing alliances with key
suppliers and engaging in collaborative strategioraing. The study also concluded
that corruption, lack of a strategic plan and poechnologies were the main
impediments towards attaining competitiveness anmmhgompanies in Kenya. The
study recommends that oil companies should investadern technologies that will
enhance integration, information sharing, improgettision making processes and
procedures and form a link between the supplieesyice providers and the
organization. There is also the need to outsouoogpetent professionals and experts
to provide training and educate them on the besictpes of implementing
procurement strategies that meet local and intematstandards, in order to compete
globally with the best. The researcher also facwghificant time and funding
constraints which limited the scope of the stutiyduld have been more useful if the
study involved all the oil companies in Kenya othban using a sampleA
comparative study can be carried out to establiskysement strategies adopted by
firms in other industries other than the energyt@eand the benefits derived from
these strategies. This will assist in comparingléwel of supply chain performance
with other firms and thus concrete facts and rédiatonclusions can henceforth be
drawn.These findings will play a significant role in poji formulation by the Public
Procurement Oversight Authority (PPOA). More impoity, the Public Procurement
Oversight Authority will provide an enabling enumoment for oil companies to
compete fairly. This will ensure compliance withethiPublic Procurement and
Disposal Act and enhance the capacity of stakeh®lde the public procurement
process in order to increase the general publinderstanding and demand for
procurement reform, and the role of the PPOA inigalar.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

The contemporary business setting is characteliyatsks and uncertainties; this has
increased the need for adoption of strategies istramanizations that aspire to be
competitive in order to outdo their competitors the market place. Some
organizations are still lagging behind in implenaioin of strategies. The global
financial crisis has reshaped strategies to inerea®rall operational efficiency in

procurement functions (Ansoff & McDonell, 1990). Mtofirms are required to

increasingly focus on improved procurement procegserder to cut costs and add
value to goods and services supplied to the firathSconditions make procurement
one of the vital efficiency drivers for most firnggeking to improve procurement
performance with the aim of cutting costs to depetmmpetitive ability against

competitors in the market place.

Procurement strategies are one of the tools théitna can use for achieving
competitiveness, unlike traditional purchasing whieas driven by the desire to cut
costs of purchase, short-term profit improvementndactional rather than
relationship behavior, and emphasis on price reéoluctstrategic procurement
planning, by contrast, looks at how the purchasihgoods and services, including
outsourcing of entire processes, can deliver bébieg-term shareholder value and

enhance a firm’s competitiveness against compst({iiram, 2003).



Procurement strategies involve reduction of the pBep base, co-operative
negotiation with suppliers, quality interaction kisuppliers, and developing long-
term relationships with the best suppliers. Stiatpgocurement behaviors are linked
to better procurement performance. In Kenya, premant strategies have become an
area of interest in modern organizations sincendbées firms to better manage
various costs and wastes thus leading to high mestosatisfaction and value

generation to the stake holders (Masiko, 2013).

1.1.1 Procurement Strategies

Procurement strategies are techniques used by itite t6 save cost, improve
operational efficiency, access to trusted suppli@nsl improve the quality of product
or service in order to gain a competitive advantagainst competitors. Procurement
strategies are namely: recruiting and retainindgegionals, aligning and staffing the
supply chain organization, processes and contestblishing alliances with key

suppliers and engaging in collaborative strategizang (Davidson, 2001).

Procurement strategies can be developed for afspeequirement or a group of
requirements, and although the development of thecupement strategies is
important when planning procurement, the extentthsf strategies developed is
dependent on the level of risk and monetary valuth® requirement. The strategy
that is developed has to take into consideratiernvéirious procurement principles, for
example, the nature of the firm’s operations ared gfficiency to be achieved upon

adoption of these strategies (Ansoff and McDonh@40).



The firm has to consider the needs of the firm #rl core activity that the firm
engages in when choosing procurement strategiess Tan be achieved by
strategically planning how procurement will be @adrout over the period covered by
the procurement plan (Conant et al., (1990). Thighinentail consulting with the
various requesting entities to determine if theme any extenuating circumstances
that warrant making their purchases in a specialneaand in any way different from

the rest of the planned procurements of similang€Bradley et al., 2003).

1.1.2 Oil Companies in Kenya

Currently, there are 72 registered oil companidsdnya of which six are major. The
major oil companies includes; Vivo Energy formeKkgnya Shell Ltd, Total Kenya
Ltd, Kenol/Kobil (Kenya oil Ltd), Oil Libya Kenya td, National Oil Corporation of
Kenya(NOCK) and Hashi Energy. Vivo Energy and Totéénya Ltd are

multinationals. The others are either local or eegi companies. The major oil
companies control about 75% of the market share aama major oil installations

within the country (Deloitte, 2013).

There has been tremendous competition among theooipanies in Kenya that has
led to a change of tactics as a way of remainingpetitive in the market. Oil

companies have adopted procurement strategiesnen viith the goals and the
objectives of the firm. The oil companies in Kerave been on the lookout for better
deals and strategic partnerships that allow themimothe tender month after month

(EAOGS, 2014).



In most cases the oil companies that win theseetsriénd to be the more established
organizations such as Kenol Kobil, Total and VivoeE)y. This is as a result of
having long term strategic partnerships with theirse suppliers who through
successful negotiations are able to supply thelgetm products at a slightly cheaper
cost than the market driven prices. These partipgsére important for both the
supplier of the oil and the said oil company. Byinigeable to procure petroleum
products at a cheaper price and thus in high vadurtie oil company is able to also

improve their profit margins (Deloitte, 2013).

1.2 Research Problem

Thompson & Strickland (2003) strategic managemedaiysp an integral role in
enhancing competitiveness of an organization in ket place. The overall
performance of procurement function depends orstiaegies that a firm adopts to
ensure its sustainability in the market place. Adow to Magnus & Blamburg
(2006), current research shows that most firms phature goods and services have
shifted their focus towards procurement as a to@dhieve competitive edge against
competitors in the market place. Procurement gjyai® seen as a long-term solution
in improving the performance of a firm in termsocotkting costs and increasing profits

(Linthorst & Telgen, 2007).

Procurement function is transitioning from a claflinon-strategic unit to an effective
socio-economic unit that is able to influence decis and add value. Local studies
have been done in the financial sector and pasdsidilasiko (2013) conducted a
study on “Strategic Procurement Practices and Peocent Performance among

Commercial Banks in Kenya”, it was found that sgat procurement practices
4



positively affect the procurement performance ofmowercial banks in Kenya. This
study was too broad and did not address the prolénthis study, which is

procurement strategies adopted by oil compani&ziya.

Ongwae (2010) did an inquiry into Creating and &unstg Competitive strategies by
Total Kenya Limited in a changing environment, ghedy revealed that the company
uses market focus strategy by use of its Bon Voyeayel to target and lock in
customers and sharing of storage facilities to cedoperational costs. Oguta (2012)
investigated on Competitive Strategies adopted bgrmpaceutical distributors in
Nairobi, Kenya; the study established that the gmulgical area informs focus

strategies among the pharmaceutical distributoesgreat extent.

However, despite the massive investigation into petitive strategies and studies on
the oil companies, none of these studies investih&rocurement strategies adopted
by Oil Companies in Kenya. A research question ttars be addressed: What
procurement strategies have been adopted by oipanias in Kenya? This study will
therefore seek to determine the procurement stestegglopted by oil companies in

Kenya to develop competitive advantage.

1.3 Research Objectives

The objectives of this study were:
I. To determine procurement strategies adopted bgariipanies in Kenya to
develop competitive advantage.
ii. To establish the challenges whplementing procurement strategies by oll

companies in Kenya.



1.4 Value of the Study

The findings of the study will shed more light dragegic procurement practices that
a firm can adopt in developing competitive advaatagainst its competitors. The
study will provide some insights to oil companiekienya as well as other firms on
the procurement strategies adopted by oil companigmin competitive advantage

against their competitors.

The government and other policy makers can usefititings of this study in
formulating strategies and policies that favor prement functions of firms to enable

them to procure goods and services easily.

This study will serve as a point of reference toodars and academicians interested in
this topic or other related areas since it will addhe bank of knowledge in strategic
management. Besides, it will form as a basis fah&r study to those who intend to

use this study in filling a gap of knowledge.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This section provides the theoretical evidencehefdtudy from various scholars and
researchers. It covers the theoretical basis of #tudy, procurement strategies
adopted by oil companies to gain competitive adsget and challenges in

implementation of procurement strategies.

2.2 Theoretical Foundation

This study will be guided by game theory, this tlyeis important to this study since
organizations are in competition to provide thetbssrvices to their customers.
However, this cannot be achieved without the imgetation of competitive

procurement strategies. This theory is applied whenparties have to make rational

decisions in order to compete favorably.

2.2.1 Game Theory

Game theory can be defined as part of a large lmbdypeory providing a formal

language to describe conscious, goal-oriented sigcimaking processes involving
one or more players. The solution concepts derfiread game-theory may be thought
of as normative or descriptive views of multi-perstecision-making (Martin 1978).
Game theory may also be described as the analfys&ional behavior in situations

involving interdependence of outcomes (Camerer1199



The essence of game theoretic models is two or mlayers who have a range of
actions or similar freedom to a set of choices, @sd have certain information. Each
player has a set of preferences for the diverssilplesoutcomes, and the results of the
interaction depend on all the players’ decisionsulfik (1972) notes that game-
theoretic models have six common features: coirilicparties, choices, information,
desired outcomes, results of choices and outconegendient on choices of all
participants (Martin 1978). The theory providesea af tools and components that
may be used to develop logically consistent modgtational human behavior. These
models allow researchers to discount explanatidnbetavior where people act
against their own objectives, neglect opportuniti@s ignore strategic behavior of

other parties (Postrel, 1991).

2.3 Strategic Procurement

Strategic procurement is the process of creatiigmlent and consistency of action
that establishes the long range objectives andatv&rategy or course of action by
which procurement function fulfills its mission.ttierefore entails the transformation
of an organization’s mission, goals, and objectivge measurable activities to be

used to plan, budget and manage the procuremectidna (Doran, 1981).

Strategic procurement can be approached from thmag dimensions namely:
Development and management of key suppliers, iatesperation of procurement
function and coordination of purchasing with otlienctions within the firm, and
efforts to meet or exceed customer expectationss Been as one of the critical

functions of an organization with the potential 8g@ve cost, improve operational



efficiency, access to trusted suppliers, improveamemuality of product or service,

and sharing of best practices among others (Maggs).

Each and every organization has its own policiescedures and structures that
greatly influence the procurement process. Thesdeig® and procedures are built
from the organization’s paradigm that sometimestremlicts procurement goals and
objectives. For tall and bureaucratic organizatsructures, decision making may

take a long time during procurement process (Lysknand Farrington, 2006).

2.4 Procurement Strategies to Gain Competitive Advatage

There are various procurement strategies thatmadan adopt in its supply chain to
gain competitive advantage against its competit@sely: recruiting and retaining
procurement professionalgligning and staffing the supply chain organization
processes and controls, establishing alliances wath suppliers and engaging in

collaborative strategic sourcing.

2.4.1 Recruit and Retain Professionals

For a firm to succeed in its procurement strategfies it employs, it must recruit
procurement professionals who are qualified andpeiitive on the job. For a firm to
effectively conduct its procurement functions, psocurement team must be
competent in choosing their supply chain partnerd @ making supply chain
decisions. In return, the firm should offer attraetpackages to the procurement team
and provide them with a conducive environment ideorto motivate and encourage

them to execute their duties well (Palaneeswardtuaraswamy, 2000).



Palaneeswaran (2000) notes that procurement profess must be keen of the ever
changing business environment especially when ngakimategic decisions. They
must demonstrate interpersonal skills, value oei@érand relationship management
skills. Procurement function serves as an integaat of any organization; therefore
the firm should ensure that the procurement pewsdmave two distinct skills namely:

the professionals must understand the customewmshgihg needs and continually

address these needs especially in decision makihgw@pply of goods and services.

2.4.2 Aligning and Staffing the Supply Chain Orgarzation

Tandoor and Koehn (2004) notes that sometimesnitbea difficult to organize the
supply chain function in a way that will maximizés ieffectiveness and bring
commensurate benefits to the company. Some congpaamie best served by
embedding proficient supply chain management psidesls in various business
units. For others, a more centralized operatianast effective. Many companies that
adopt strategic procurement have adopted a hybpproach that combines a
centralized strategy to gain consensus with degkze#d execution to improve their

services.

Thai (2007) suggests that whatever structure a fduopts, proper alignment and
staffing of the supply chain organization is vitalsuccess. Elevating staff members'
supply chain management skills and knowledge isagdna priority, of course. But

top leadership focuses more on strategy and is desserned about transactional

ability. Firms that perform well in strategic proement always hire supply chain

managers who have strong communication and reltiprmanagement skills both

10



physically and emotionally, professionals who abdéeao focus on value creation

(Pillet et al., 2005).

2.4.3 Processes and Controls

Most firms seeking to gain competitive advantageatigpting strategic procurement
simplify their processes and controls then selechnologies that complement these
technologies to make their operations efficientaitafillou (2007) indicates that

struggling organizations often implement technoltlggn develop processes to meet

the needs of technology.

Tudor (2005) pointed out that for any organizatibtm succeed in strategic
procurement, it must formulate policies and proceduhat are simple and easy to
understand in order to ensure that all operatidrsupply chain management are in
harmony with the operations and the objectiveshefdrganization. Controls should
be put in place to deter fraud and ensure thatap®ardecisions are not being made to

ensure accountability.

Gordon, et al., (2000) indicates that implement#rstrategic procurement highly
understand the procurement function of the firm #ng should assist in managing
the supply chain networks better. In most instantiess managers find a way to use
technology to produce beneficial information withobaving to overburden

themselves to extract and view the data. They r@zeghe importance of an efficient
purchase-to-pay process and have adopted strataggtsmechanisms to get the

greatest benefits from technology (Atkinson, 2003).

11



2.4.4 Establish Alliances with Key Suppliers

In most cases most firms that perform very welltirategic procurement always work
closely with their suppliers. Supplier relationshipanagement is an important
ingredient in achieving strategic procurement. €heare two modes of
communication in supplier relationship managemene-way communication which
involves telling the supplier how to do it. Two-wapmmunication requires both
buyer and seller to jointly manage the relationshiys type of communication is
more effective and according to Bray (2001) it isoacalled alliance management
whereby representatives from both parties are umelin working together to

enhance the buyer and supplier relationship.

The four primary objectives of an effective allianmanagement program with key
suppliers is providing a mechanism to ensure thatrélationship stays healthy and
vibrant, create a platform for problem resolutioleyelop continuous improvement
goals with the objective of achieving value for lboparties and ensure that
performance measurement objectives are achieveathdrst & Telgen (2007)

indicates that with a sound alliance managemengrpro in place, you will be

equipped to use the talents of your supply baser¢ate sustained value while

constantly seeking improvement.

2.4.5 Engage in Collaborative Strategic Sourcing

Strategic sourcing is a cornerstone of successfpplg chain management. But a
collaborative strategic sourcing initiative prodsioeven better results. Rather than

consider strategic sourcing as just a matter ferpirchasing department, companies

12



that perform strategic procurement get internakamsrs actively involved in the

decision-making process (Bassok and Anupindi,1997).

More importantly, firms that engage in strategioqurement solicit feedback and
information regarding their objectives and stragsdrom their customers, which may
include functional areas such as finance and adimynengineering, operations,
maintenance, safety and healthy environment andityj@ssurance of any internal
business unit or function that will contribute teetinitiative's success. This approach
not only ensures availability of supplies but alsssults in lower total cost,
streamlined processes, and increased responsivemassstomers' changing needs

(Tummala, 2006).

2.5 Challenges of Implementing Procurement Strategs

A well implemented procurement strategy is an éifectool for implementation of

public policy in all areas, and should be an inmseeat for good governance and for
alignment of structures and systems in the govemum®n the contrary, corrupt
procurement practices increase poverty and ingguaji diverting funds away from

the attention of social needs; it influences badiads, and encourages unfair
competition in bribery rather than in quality see Organizations characterized with
weak systems, corrupt procurement practices angtatde as the officers in charge
take advantage of the loopholes to tamper withtémelering process for personal
gains. The weak governing bodies, politics, traditiand lack of education and
training programmes are some of the barriers whexd to be overcome in order to

achieve value for money and reduce waste (Dob890)L

13



Record keeping in most organizations is a big ehgk as records are not maintained
as per 1ISO 9001:2008 standards. Kumar (1992) athaegood governance based on
transparency, accountability and trust (and simikues) has become a shared goal
among organizations around the world. There is edre explore the relationship
between information management and good governandeto identify key issues
which governments in both developed and developmgntries should consider in
assessing and improving their record keeping (conds management) programs (Li

and Zhao, 2003).

Li et al., (2007) postulates that without accesgdod records, officials are forced to
take decisions on an ad hoc basis; without the fldesfenstitutional memory, fraud
cannot be proven; meaningful audits cannot beezhout and government actions are
not open to review. Tibben-Lembke (2004) indicatest delays in procurement are
costly and can have disastrous consequences aiitiimate objective of the process
under consideration. Most delays stem from poonmleg and failure to engage
procurement professionals early enough in the ptogoncept development and
appraisal phases to determine procurement methatis@responding lead-times in

line with the overall needs of the project (Urb2@00).

2.6 Competitive Advantage

Wickham (2006) notes that competitive advantagebmaput into the following five
main categories namely; product advantage, knowlettiyantage, cost advantage,
relationship advantage and structural advantageowyanization will gain product
advantage if it is able to develop superior prosuehose value is higher than its

competitors. In the service sector, competitiveaatizge is seen as service advantage
14



(Hyatt, 2001). A company is able to gain cost atlvge if its cumulative costs of
operation are lower than its competitors’ (Port@9d). This added advantage enables
the organization to offer products and services elheaper price than competitors, to
control its cost and capacity utilization, to accanique sources of input cheaper than
competitors, to gain economies of scale and to gxiperience curve economies

which support the enterprise to reduce cost onae.ti

Competitiveness at firm level represents the p@kaot capability of a firm to survive
and grow, taking into account the competition dfestfirms for the same profits and
in the same market (Prescott, 2001). In most cagemizations compete for markets
and resources and their competitive position isecégd in either market share,
profitability or in the creation and accumulatiate of comparative advantages, like
innovative products, processes (Kamau, 2009). Aggmization’s competitive ability
depends on its performance and the direct entrepreh environment in which it
operates. The entrepreneurial competencies dematetmay make the much needed
thrust for competitive advantage (Morris et al. 00n trying to develop and sustain
competitive advantage, firms must understand theces of such advantages and

utilize them effectively and efficiently.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the proposed research ddsgrwas used in this study; it
includes the research design, data collection umstnts and procedures, and the

techniques for data analysis.

3.2 Research Design

The study used a descriptive survey. Mitchell &elp(2013) notes that a descriptive
survey is used to describe characteristics of aulptipn or phenomenon being
studied. It does not answer questions about hovenwdand why the characteristics
occurred. This design is appropriate for this stadyit helped the researcher to
describe how the procurement strategies adopted bpmpanies lead to competitive

advantage.

3.3 Population of the Study

The population of the study was 72 oil companieKémya registered by Petroleum
Institute of East Africa (PIEA), as at 8IDecember 2013 (Pipeline Coordinator,
2013). Creswell (2003)defined a population as a well-defined collectioh o
individuals or objects known to have similar chagaistics. All individuals or objects

within a certain population usually have a commmnding characteristic or trait.
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3.4 Sample Size

The sample size for this study constituted 34 a@ihpanies in Kenya. This constituted
50% of the population and was well above the 10%imum recommended by
(Mugenda and Mugenda, 2005). The 34 oil compan&® \selected using systematic
random sampling method due to its simplicity anddyaepresentation of the
population. The researcher used even numberseaotghe oil companies in Kenya as

per Appendix II.

3.5 Data Collection

This study used both primary data and secondarg datirces. Primary data was
collected using a semi structured questionnaire.ikiert-type scaling measure was
used to examine the constructs for each of theicpaating companies. The

questionnaires contained mostly closed-ended aquesstbut there was a few open
ended questions too. This method was chosen simm®vided an efficient way of

collecting responses from a large sample that wdkipated. The questionnaire
consisted of three sections: part A contained tueston general information about
the companies and the respondents, section B oedtajuestions on procurement
strategies adopted by oil companies in Kenya teldgvcompetitive advantage and
section C covered questions on challenges of imghation of procurement

strategies by oil companies in Kenya. The respaisdehthis study were the senior

supply chain managers, the marketing managers @amét resource managers.

These respondents were deemed as key informaritee aftudy because they were

highly involved in the implementation of procurerhstrategies in the oil companies
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in Kenya and therefore fully understood the strig®@s well as the challenges of
strategy implementation of oil companies in Kenykhe questionnaires were
administered by drop and pick later method at amexdtime with the researcher.
Secondary data was collected from various soumelsiding various reports and
records of past events may also be reviewed to denepidence of competitive

strategies that have been observed.

3.6 Data Analysis

Quantitative data collected using a questionnaii@s vanalyzed by the use of
descriptive statistics using the Statistical Paekémy Social Sciences (SPSS) and
presented through percentages, means, standardtidesi and frequencies. The
information was displayed by use of tables andcpigrts. This was done by tallying
up responses, computing percentages of variatiomesiponse as well as describing

and interpreting the data in line with the studjeabves through use of SPSS.

Qualitative data was analyzed using content arslybich is the best suited method
of analysis; content analysis is defined by Creb(2€l03) as a technique for making
inferences by systematically and objectively idgirig specific characteristic of
messages and using the same approach to relat#s.trAocording to Cooper &
Schindler (2003), the main purpose of content aglys to study the existing

information in order to determine factors that epla specific phenomenon.
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CHAPTER FOUR

DATA ANALYSIS, RESULTS AND DISCUSSIONS

4.1 Introduction

This study was carried out to determine procurenstrdtegies adopted by oil
companies in Kenya to develop competitive advantagkto establish the challenges
of implementing procurement strategies by oil conmgs in Kenya. Data was
collected from supply chain managers, human resomanagers and marketing
managers who were in charge of the supply chaiotims in the oil companies in

Kenya. Below are the findings of the study.

4.2 Response Rate

34 questionnaires were distributed to oil compatiesugh their headquarters based
in Nairobi. Out of the 34 questionnaires, 31 weztumed to the researcher. This
represents a response rate of 91.18%. This pegeemtas considered sufficient for

this study. The 8.82% who never returned the gomséires cited busy schedules as

the main reason for lacking time to fill them.

4.2.1 Age of the Respondents

The respondents were requested to give informagibout their age in order to
determine whether the age of the employees inflenprocurement strategies

adopted by oil companies in Kenya to develop coitipetadvantage.
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Table 4.1 Age

Frequency| Percent Cumulative Percent
Below 24 Years 3 9.68% 9.68
31-34 Years 15 48.39% 58.07
Valid Between 35-40 Yeard 10 32.26 90.33
Between 45-50 Yeard 3 9.68 100.0
Total 31 100.0

Source: Field work

From the results in Table 4.1, it was concluded thast of the employees in oil
companies were aged between 31-34 years at 48f886tyed by 32.26% who were
aged between 35-40 years; there was a tie betw&8&09of the respondents below
24 years and those who were aged between 45-58. yeaan be concluded that most

of the employees of oil companies in Kenya weraeldggween 31-34 years.

4.2.2 The Level of Education Attained by the Respalents

The respondents were requested to comment onléweir of education attained by
the respondents in order to examine whether th®oreents understood the concept
of procurement strategies and the challenges faonpdementation of procurement

strategies by oil companies in Kenya.
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Table 4.2 Education

Frequency Percent Cumulative
Percent
Certificate/Diploma 8 25.81 28.81
Graduat 15 48.3¢ 74.2
Valid
Post Gradua 8 25.81 100.(
Total 31 100.0

Source: Research Findings, 2014

From the findings in Table 4.2, the results showat thost of the employees were
degree holders at 48.4%, 8% of the respondentsattaithed post graduate level and

only 25.81% of the respondents had certificates diptbmas .This is an indication

that most of the employees were degree holders.

4.2.3 Length of Service
The researcher determined the length of servitkeoEmployees of oil companies to
establish whether they had attained adequate exmerito provide accurate and

reliable information in relation to procurementastigies adopted by oil companies in

Kenya.
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Table 4.3 Length of Service

Frequency Percent Cumulative Percent

Less Than 5

7 22.58 22.58
Years
6-10 Year. 15 48.3¢ 70.97

Valid 11-15 Year: 8 25.81 96.7¢

16 Years and

1 3.23 100.0
more
Total 31 100.0

Source: Research Findings, 2014

From the findings in Table 4.3, it was observed ®258% of the employees had
served for less than 5 years while 48.39% of tlepordents had served for 6-10

years. 25.81% of the respondents had served fd5lyears and only 3.23% of the

respondents had served in the company for 16 yemrabove.

4.2.4 Length of Service in the Current position

The study sought to determine the length of theleyags’ service in their current
position in order to find out whether they had dpegh enough experience on the

challenges facing implementation of procuremenatsgiies in oil companies in

Kenya.
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Table 4.4 Length of Service

[Frequency Percent [Cumulative Percent
Less Than 5
20 64.52 64.3
Years
6-10 Years 6 19.35 83.87
Valid  11-15 Year: 3 9.6¢ 93.5¢
16 Years and
2 6.45 100.0
more
Total 31 100.0

Source: Research Findings, 2014

From the findings in Table 4.4, it is evident t64t52% of the respondents had served
for less than 5 years. 19.35% of the respondentsée/ed for a period between 6-10
years while 9.68% of the respondents had servedbétween 11-15 years. Only
6.45% of the respondents had served for more tlaryehrs. This was a clear
indicator that at least more than 10 respondentieof31 had served in the company

for more than 7 years.

4.2.5 Ownership of the Organization

The respondents were requested to comment abowtthership of the company to
establish if private and public organizations face@milar challenges in

implementation of procurement strategies in oil pamies
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Figure 4.1 Ownership

Ownership

M Private mPublic

Source: Research Findings, 2014

From the above Figure 4.1, the findings revealeat tbrivate ownership in oil
companies in Kenya stood at 81% while public owm@rgovered only 19% of the
market share. It is clear that private ownershife&ling in the market share of oll

companies in Kenya.

4.2.6 Years of Operation

The study was aimed at finding out if the year®pération of the organization was
sufficient to provide a better understanding @& gnocurement strategies adopted by

oil Companies in Kenya.
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Table 4.5 Years of Operation

[Frequency [Percent Cumulative Percent
Less Than Years 10 3 9.68 9.68
\Valid 28 90.32 100
More than 10 years
Total 31 100.0

Source: Research Findings, 2014

From the above findings in Table 4.5, it is cldaattmost of the oil companies in
Kenya had been in operation for a period of moas thO years, this is represented by
90.23% of the 31 oil companies that were studiealy @ree oil companies were in
operation for a period of less than 10 years. $h@vs that most of the oil companies

had been in operation for a period of more thagells.

4.2.7 The Effect of Competitive Strategies

The respondents were asked to indicate the exdaemhich the competitive strategies
employed by their oil companies achieved the foltmyMarket share, sales volume,
new and improved product introduction and improveohployee skills. The

respondents were asked to rate in a scale of 1-pldging a check mark in the
appropriate box where (1= to no extent; 2= totieléxtent; 3= to a moderate extent;
4= to a great extent; 5= to a very large extenglo® are the results of the findings

presented in Table 4.6.
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Table 4.6 Competitive Strategies

Statement N Mean| S.D
Market Shar 31 | 4.8¢ | .967
Sales Volum 31 | 3.7C | .76¢
New and improved product introduction 31 | 4.1€ | .90
Profitability 31| 3.69| .762
Improvement in employee skills 4.81 .962

Source: Fieldwork

The findings in Table 4.6 revealed that most ofréspondents noted that competitive

strategies positively impacted on the market sharéollows :(M=4.86, S.D=0.967),

in terms of sales volume, the findings showed (Mt3.70, S.D=.763), New and

improved product introduction stood at (M=4.16, S.907), profitability was

(M=3.69, S.D=.762) while improvement in employeekills was (M=4.81,

S.D=.962). From the above findings, it is eviddrgttcompetitive strategies adopted

by oil companies significantly contributed to orgaational performance.

4.3 Procurement Strategies adopted by Oil Companias Kenya

The study sought to establish the procurementesjied adopted by oil companies in

Kenya to gain competitive advantage.
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4.3.1 Recruitment and Retention of Professionals

The researcher examined the extent to which rewemt and retention of
professionals as a procurement strategy led to ettive advantage among oll

companies in Kenya.

Table 4.7 Recruitment and Retention

Recruitment and Retention N | Mean| S.D

Procurement professionals are qualified and cortingeti | 31| 3.41 | 1.502

Better working conditions 313.10 | .986

The company offers attractive packages 3551 | .771

Attracting a large pool of applicant and recruitthg best 31| 2.52 | 1.244

Rewarding employees who perform well 33.06 | .978

Source: Fieldwork

From the findings in Table 4.7, the results showet to ‘a moderate extent’ while
asked about recruitment and retention. For instavieen asked whether procurement
professionals were qualified and competitive, isvi@und that (M=3.41, S.D=1.502),
on better working conditions ((M=3.10, S.D=.968)oat attractive packages to
employees (M=3.51, S.D=.771). In regard to Attragrta large pool of applicant and
recruiting the best (M=2.52, S.D=1.244) and (M=3.@D=.978) in response to

rewarding employees who perform well.
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4.3.2 Aligning and Staffing the Supply Chain Orgarzation

The study determined the extent to which the aihpanies aligned their staff in the

supply chain department as a strategy towards @ohieompetitive advantage.

Table 4.8 Staffing

Staffing N | Mean| S.D

Embedding supply chain professionals in their respe business$ 31 | 2.21 | .602

units

Ensuring consensus between the top and lower teaabhgement, 313.09 | .706

Top leadership focuses more on long term strategiddecisions 31| 3.41 | .761

From the findings in the Table 4.8, the resultsidated that staffing was to ‘a
moderate extent’ a procurement strategy implemebyedil companies in Kenya as
follows: (M=2.21, S.D=602) in relation to embedditig supply chain professionals
in their respective business units. When askebéfdrganization ensured consensus
between the top and lower level management thétsesuwowed (M=3.09, S.D=.706)
and (M=3.41, S.D=.761) in relation to leadershipu® on long term strategies and
decisions. This indicated that staffing was to ‘@derate extent’ a procurement

strategy implemented by oil companies in Kenya.

4.3.3 Procurement Processes and Controls

The respondents were asked to rate the level dicagipn of strategic procurement
processes and controls in the company in ordeeterchine the extent to which this

contributed to competitiveness in oil companiekémya.
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Table 4.9 Processes and Controls

Processes and Controls N Mean | S.D
Simplified processes and conti 31 |3.11 |1.29¢
Formulated policies and procedu 31 |[3.1¢ |.98¢
Modern and efficient technolo 31 |4.2z |1.53]
Proper management of supply chain functions 31 2 3,2.740

From the findings in Table 4.9, it was found themified processes and controls
had (M=3.11, S.D=1.298), similarly, in relation tfmrmulating policies and

procedures the results revealed (M=3.19, S.D=.986)n asked about the effect of
modern technologies as a procurement strategy tsxsrhieving competitiveness the
results showed that (M=4.22, S.D=1.531). About prapanagement of supply chain
functions, it had (M=3.22, S.D=.740). This was amdi¢ation that modern

technologies for example information communicatiechnology, played an integral

role in enhancing the organizations procuremenitesgies.

4.3.4 Establishing Alliances with Key Suppliers

The respondents were requested to comment abouextemt to which the oil
companies establish alliances with key suppliemsnsure success of its procurement

strategies.
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Table 4.10 Alliances with Key Suppliers

Processes and Controls N Mean | S.D

The company practices supplier relationship managéem 31 2.98 5.89
Integrated Mode of communication 31 3.01 .765
Effective alliance management program 3L 3.25 781
Close alliances with key suppliers 31 3.12 770
Continuous improvement goals and objectives 31 13.0.632

The findings in Table 4.10, the study found that=@®8, S.D=5.89) in terms of the

company practices supplier relationship managem@mht3.01, S.D=.765) for an

integrated model of communication, (M=3.25, S.D4)/8or effective alliance

management program, (M=3.12, S.D=770) for closarales with key suppliers and

(M=3.01, S.D=623) for continuous improvement goat&l objectives. This was an

indication that alliances with key suppliers cdmited to a great extent towards

achieving competitive advantage.
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4.3.5 Engaging in Collaborative Strategic Sourcing

The study determined the extent to which the compamgaged in collaborative

strategic sourcing to as a procurement strategyl@ance its competitive abilities.

Table 4.11 Collaborative Strategic Outsourcing

Collaborative Strategic Outsourcing N | Mean| S.D

Existence of internal customers who contribute ecision| 31| 4.01 1.198

making process

Soliciting feedback and information regarding trabjectives 31 3.01 | .965

Streamlined processes and lowered total costs 312 | .730

Increased responsiveness to customer’s changirts nee 31/4.01 | 1.211

From the above findings in Table 4.11, it was réagahat existence of internal
customers who contribute in decision making prodesd (M=4.01, S.D=1.198),
while soliciting feedback and information regardirigeir objectives attained
(M=3.01, S.D=.965). On the other hand, streamlipetesses and lowered total costs
had (M=3.12, S.D=.730) and increased responsivetloesgstomer’s changing needs
attained (M=4.01, S.D=1.211). This was a cleardattir that collaborative strategic

outsourcing contributed to a very extent in acligx@ompetitiveness.

4.4 Challenges of Implementing Procurement Strategs

The study intended to find out the challenges thifééct the implementation of
procurement strategies in Oil Companies in KenyaloB are the results of the

findings in Table 4.12.
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Table 4.12 Challenges of Implementing Procurementtfategies

Challenges of Implementing Procurement Strategies N Mean | S.D
Corruption procurement practices for instance by 3114.28 |1.19¢
Failure to invest in modern technolog 311398 |1.10¢
Poor methods of record keep 31|3.2C |.821
Lack of education and training programs RA12 | .730
Resistance to change 31|4.01 | .932

Lack of a clear strategic plan on procurement etyat31|4.10 | .9.76

implementation

Lack of manageme support and commitme 31|3.85 |.881

From the above findings, it was observed that gion and lack of a clear strategic
plan on procurement strategy implementation at (M54S.D=1.198) and (M=4.10,

S.D=4.10). The results further revealed that failto invest in modern technologies
was also a major problem (M=3.95, S.D=1.105). Rasce to change and lack of top
management support also negatively impacted on hsugmain performance at

(M=4.01, S.D=9.32).and (M=3.85, S.D.=.881). Frore fimdings it can be concluded
that corruption, lack of a strategic plan and pdoechnologies were the main

impediments towards attaining competitiveness anmingpmpanies in Kenya.

4.5 Discussion

From the findings it was revealed that most oil pamies in Kenya adopt
procurement strategies in order to cope with siifinpetition in the oil industry in

Kenya. Some of the most notable strategies tha¢ wedppted by most of the firms
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were namely: recruiting and retaining professignalgning and staffing the supply
chain organization, processes and controls, eshabg alliances with key suppliers

and engaging in collaborative strategic sourcing.

These findings are in line with Davidson, (2001)owargued that procurement
strategies are techniques used by the firm to sast improve operational efficiency,
access to trusted suppliers, and improve the guafliproduct or service in order to
gain a competitive advantage against competitoona6t et al., (1990) argued that
the firm has to consider the needs of the firm #mal core activity that the firm

engages in when choosing procurement strategiess Tan be achieved by
strategically planning how procurement will be @adrout over the period covered by

the procurement plan.

It was found that corruption practices were rampad most of the oil companies
failed to adapt to modern technologies to mitighte level of corruption as evident
from the findings in table 4.12. Corruption wasrduto have a mean of 4.25 and a
standard deviation of 1.198 while failure to invést modern technologies was

recorded at (M=3.95, S.D=1.105).

4.5.1 Comparison with Theory

The above findings are consistent with the gamerthefor example, procurement
strategies were found to have significant effectshe level of competitiveness of the
organization. The results in table 4.6 exhibite@ #ollowing results:(M=4.86,

S.D=0.967), in terms of sales volume, the findieswed that (M=3.70, S.D=.763),

new and improved product introduction stood at (M#&4 S.D=.907), profitability
33



was (M=3.69, S.D=.762) while improvement in empkyeskills was (M=4.81,

S.D=.962).

Firms adopt these strategies to counter challemjesompetition in the market
environment. In reference to game theory, it ist p#Er a large body of theory
providing a formal language to describe consci@sl-oriented, decision making
processes involving one or more players. The swiutioncepts derived from game-
theory may be thought of as normative or descrptiews of multi-person decision-
making (Martin 1978). Game theory is describedh&sanalysis of rational behavior

in situations involving interdependence of outcorf@smerer 1991).

4.5.2 Comparison with Other Studies

From the above findings, it is clear to a largeeakthat procurement strategies enable
oil companies to gain competitiveness in the marRétis is coherent with the
findings of Magnus & Blamburg (2006), current reasbashows that most firms that
procure goods and services have shifted their fomwards procurement as a tool to
achieve competitive edge against competitors in ket place. Procurement
strategy is seen as a long-term solution in impropvine performance of a firm in

terms of cutting costs and increasing profits (howst & Telgen, 2007).

Procurement function is transitioning from a claflinon-strategic unit to an effective
socio-economic unit that is able to influence deais and add value. Local studies by
Masiko (2013) found that strategic procurement ficas positively affect the

procurement performance of commercial banks in ldeny
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Ongwae (2010) did an inquiry into creating and &nghg competitive strategies by
Total Kenya Limited in a changing environment, stedy revealed that the company
uses market focus strategy by use of its Bon Voyeame to target and lock in

customers and sharing of storage facilities to cechperational costs.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1introduction

The objectives of this study were; to determinecprement strategies adopted by oil
companies in Kenya to develop competitive advantagkto establish the challenges

of implementing procurement strategies by oil compaimeKenya.

5.2 Summary of Findings

From the findings, the results indicated that nadsthe employees in oil companies
were aged between 31-34 years at 48.39%, followe®226% who were aged
between 35-40 years; there was a tie between 9@8fte respondents below 24
years and those who were aged between 45-50 yaétis.regard to the level of
education, the results showed that most of the eyepls were degree holders at
48.4%, 8% of the respondents had attained postigtadevel and only 25.81% of the

respondents had certificates and diplomas.

It was further observed that 22.58% of the empleysd served for less than 5 years
while 48.39% of the respondents had served for 6yg@rs. 25.81% of the
respondents had served for 11-15 years and onB»@d the respondents had served
in the company for 16 years and above. The realdtsfound that at least more than
10 respondents of the 31 had served in the comfmeinyiore than 7 years. About the
organization ownership, private ownership was legdn the market share of oil

companies in Kenya by at 81% while public ownersbgvered only 19% of the
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market share. It was further revealed that mostaihpanies had been in operation

for a period of more than 10 years.

The findings showed that the competitive strategae®pted by oil companies
significantly contributed to organizational perf@ncte. For instance when asked
whether procurement professionals were qualifiedi @mpetitive, it was found that
(M=3.41, S.D=1.502), on better working condition®1£€3.10, S.D=.968), about
attractive packages to employees (M=3.51, S.D=.71Aljegard to Attracting a large
pool of applicant and recruiting the best (M=2.52,D=1.244) and (M=3.06,

S.D=.978) in response to rewarding employees wiimime well.

Majority of the respondents explained that staffiugs to ‘a moderate extent’ a
procurement strategy implemented by oil compameKeanya. Similarly, the results
found that modern technologies, for example, infation communication technology
played an integral role in enhancing the orgarozédi procurement strategies. With
regard to the effect of strategic alliances in ewitay competitive ability, it was
observed that alliance with key suppliers and boltative strategic outsourcing

contributed to a great extent towards achievinguetitive advantage.

In respect to the challenges of Implementing Prec@nt Strategied, was observed

that corruption and lack of a clear strategic plan procurement strategy
implementation at (M=4.25, S.D=1.198) and (M=4.3@0=4.10). The results further
revealed that failure to invest in modern techn@sgwas also a major problem

(M=3.95, S.D=1.105). Resistance to change anddatp management support also
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negatively impacted on supply chain performance(M£4.01, S.D=9.32) and

(M=3.85, S.D.=.881) respectively.

5.3 Conclusion

The study concludes that most oil companies in léemopted procurement
strategies in order to cope with stiff competitiorthe oil industry in Kenya. Some of
the most notable strategies that were adopted bst wibthe firms were namely:
recruiting and retaining professionals, aligningd astaffing the supply chain
organization, processes and controls, establishli@nces with key suppliers and

engaging in collaborative strategic sourcing.

The study also concluded that corruption, lack ofsteategic plan and poor
technologies were the main impediments towardsnaigcompetitiveness among oil

companies in Kenya.

5.4 Recommendations

The study recommends that oil companies shouldsinmemodern technologies in to

enhance integration, information sharing, improgktision making processes and
procedures and form a link between the supplieesyvice providers and the

organization.

There is also the need to outsource competent gwiofeals and experts to provide
training and education on the best practices oflempnting procurement strategies

that meet local and international standards inmt@eompete globally with the best.
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This will enable local oil firms cut costs and iease efficiency in their procurement
processes and procedures. The study recommendsilti@mpanies should put in
place punitive measures to punish and prosecuteulipeits who are caught engaging

in corruption practices for example bribery to adveanders.

Finally, the study recommends that the governmkeatilsl carry out regular audits to
ensure that oil companies comply with the reguretigprovided by the Public

Procurement and Disposal Act of 2007. The studpmanends public awareness
campaign to increase the general public's undatistgrand demand for procurement

reform, and the role of the PPOA in particular.

5.5 Limitations of the Study
The researcher also faced significant time andifgndonstraints which limited the
scope of the study. It would have been more usétfile study involved all the oil

companies in Kenya other than using a sample.

5.6 Suggestions for Further Research

The growth of businesses beyond borders promptedhd to research oil companies
that have adopted the best procurement stratedidmlly. This research can be
replicated on the local oil firms and other indigstrthat practice procurement,

transportation and logistics management and sicai@gentory management.

This will provide more knowledge on the best precoent strategies, how to

implement them as well as the measures to overdbeechallenges encountered
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when implementing these strategies in order togrthee Kenyan oil firms to succeed

in the global economy.

A comparative study can be carried out to estalgiisicurement strategies adopted by
firms in other industries other than the energyt@eand the benefits derived from
these strategies. This will assist in comparingléwel of supply chain performance
with other firms and thus concrete facts and rédiaimnclusions can henceforth be

drawn.

Further research can be done to establish the mo@nt best practices that highly
influence competitive advantage in Kenya or Eagicafregion and the challenges
faced by oil firms in implementation of these praes in order to enlighten the Kenya
oil firms to improve their ways of doing things bysuring that attain a competitive

edge locally with prospects of doing well globally.

Future researcher should carry out further researoll companies in the East Africa
region that are similar in terms of size and aaatervention. Findings can then be

drawn to determine if there are areas of commaesldr unique factors.

5.7 Implication of Policy, Theory and Practice

These findings will play a significant role in poji formulation by the Public

Procurement Oversight Authority, since they willibea position to better understand
the importance of adopting procurement strategjesillcompanies in Kenya and the
challenges that oil companies are more likely tefan implementing these strategies.

More importantly, the public procurement oversigithority will provide an
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enabling environment for oil companies to compesalyf. This will ensure

compliance with the Public Procurement and Dispégdland enhance the capacity
of stakeholders in the public procurement processrder to increase the general
public's understanding and demand for procurenedotm, and the role of the PPOA

in particular.

Since most of the oil companies have adapted peooent strategies, they can use the
findings of these study to understand the benefiterocurement strategies and the
challenges of its implementation in order to depetmmpetitive strategies to deal
with these challenges in order to improve their petitiveness against their

competitors and ultimately lead to organizatiorafgrmance.
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APPENDIX I: GAPS

Author Title Conclusion Outcome of the | Gaps focus of
Study the Study
Oguta, O. Competitive strategies| The study recommends that The study
(2012) adopted by pharmaceutical distributors| established that | This study
pharmaceutical should be flexible enough to pharmaceutical | focused on a
distributors in pay close attention to distributors only | different
Nairobi buyers” distinctive use both industry and
preferences. They should | differentiation thus
take on the challenge of strategies and did not
differentiating their productg cost leadership | address on
and also carry out heavy | strategies to a procurement
sensitization of the public onlittle extent in a | strategies
the risks and possible bid to remain adopted by oll
existence of counterfeit competitive in companies in
drugs that are made to look| the market. The | Kenya
alike in the market. cost leadership
strategy options | And the
employed to a challenges
great extent in they face
response to
changes in the
market were new
service features
in response to
demand and use
of knowledge
from past
experienc
The researcher recommendsThe findings of | This study
Ongwae, S. Creating and further studies to be done onthe study was too
(2010) sustaining competitive | the extent or impact of revealed that the| narrow and
strategies by Total strategic responses by TKL| company creates| did not

Kenya Limited in a
changing environment

on existing strategies so to
determine the most cost
effective responses that wil
not ultimately increase the
cost of doing business or
those that will not
necessarily affect the way
the company sustains its
existing competitive
strategies.

its competitive
strategies
relevant to
respective
sections by
involving the
staff working in
those sections
and their seniors.
First, the main
objectives as
captured in the
vision and
mission statemen
is cascaded
downwards from

address the
problem of the
current study
which is
procurement
strategies
adopted by oll
companies in
Kenya and the
challenges
they face
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the departments
then to the
various sections.

Masiko, M.
(2013)

Strategic
Procurement
practices And
Procurement
Performance Among
Commercial Banks In
Kenya

Further research was

recommended to cover otherof the study

strategic procurement
attributes hence improving
the significance of the whol
model.

The key findings

indicated that
only nineteen

2 percent (19%) of
the variation in
procurement
performance
were explainable
by the six
procurementprac
ices.Despite this
low significance
in the
relationshipbetwe
en the variables,
we recommendeq
that the existing
procurement
practices be
revisedand
strengthened to
further improve
bank
procurement

]

performance

The study by
Masiko
focused on the
finance sector
and thus does
not address
the problem of
the current
study about
procurement
strategies
adopted by oll
companies in
Kenya
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APPENDIX II: QUESTIONNAIRE

This Research is conducted with the authorizatibrthe University of Nairobi,
Faculty of commerce and School of Business. (Pléakeesponses as appropriate.
where necessary tick as many items as you findaate)
Section A(i): Demographic information of the Respodents
1. Name of the responder{tgtiona).............cccoeeiieiii e,
2.Age: 18-25[]26-35[]36—45[]46 —p051 and above []
3. What department do you work in?
4. Your current title or POSItION..........coovuiiiiiiii e
5. How many years have you worked in your curpersition?
6. How many years have you worked for the company?
Section A(ii) Demographic information for the Company
1) Name of the organizatiqeptiona).............cccccoeveiiiiiineannnns
2) The ownership of the company
Private [ ] Public [ ]
3) The age of the company
0-5[]6-10[]11-15[]16—20[] a0 []
4) Number of employees
2-35[]36—69[]70-103[] above 103[]
5) The oil business is quite competitive. What wioytbu consider as your company’s

strategies for competing effectively in the market?



6) To what extent do the competitive strategies leygal by your oil company
enhance the following at the company? Pleaseinatescale of 1-5 by placing a
check mark in the appropriate box where (1= toxterd; 2= to a little extent; 3=to a

moderate extent; 4= to a great extent; 5= to a la#ge extent)

1 | Market Shar

2 | Sales Volum

3 | New and improved product introduction

4 | Profitability

5 | Improvement in employee skills

SECTION B: COMPETITIVE STRATEGIES

RECRUIT AND RETAIN PROFESSIONALS

1) To what extent does your company recruit andimeprofessionals in a bid to

remain competitive in the market. Please placeeglcimark in the appropriate box in
a scale of 1-5 where (1= to no extent; 2= to &l#ktent; 3= to a moderate extent; 4=

to a great extent; 5= to a very large extent

1 | Procurement professionals are qualified and corineti

2 | Better working conditions

3 | The company offers attractive packages

4 | Attracting a large pool of applicant and recruitthg best

5 | Rewarding employees who perform well
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ALIGNING AND STAFFING THE SUPPLY CHAIN ORGANIZATION

2) To what extent does your company align and stedf supply chain department
(team). Please place a check mark in the apprepbiat in a scale of 1-5 where (1=
to no extent; 2= to a little extent; 3= to a modem®xtent; 4= to a great extent; 5=to a

very large extent

1 | Embedding supply chain professionals in their respe

business units

—

2 | Ensuring consensus between the top and lower teaphgemen

3| Top leadership focuses more on long term strategied

decisions

PROCUREMENT PROCESSES AND CONTROLS

3) Rate the level of application of strategic pmecoent processes and controls in
your company. Please place a check mark in theopppte box in a scale of 1-5
where (1= to no extent; 2= to a little extent; 8at moderate extent; 4= to a great

extent; 5= to a very large extent

1 | Simplified processes and controls

2 | Formulated policies and procedures

3 | Modern and efficient technolo

4 | Proper management of supply chain furns
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ESTABLISHING ALLIANCES WITH KEY SUPPLIERS

4) To what extent does your company establishredéa with key suppliers to ensure
success of its procurement strategies? Pleas@énratecale of 1-5 by placing a check
mark in the appropriate box where (1= to no ext@at;to a little extent; 3= to a

moderate extent; 4= to a great extent; 5= to a la#ge extent)

1 | The company practices supplier relationship manage

2 | Integrated Mode of communicatic

3 | Effective aliance management progr

4 | Close alliances with key supplie

5 | Continuous improvement goals and objecti

ENGAGING IN COLLABORATIVE STRATEGIC SOURCING

5) To what extent does you organization engageoilalworative strategic sourcing.
Please rate in a scale of 1-5 by placing a check mahe appropriate box where (1=
to no extent; 2= to a little extent; 3= to a modemxtent; 4= to a great extent; 5=to a

very large extent)

1 | Existence of internal customers who contribute @tision

making process

2 | Soliciting feedback and information regarding their

objectives

3 | Ensures availability of supplie

4 | Streamlined processes and lowered total costs

5 | Increased responsiveness to customer’s changirtgnee
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SECTION C: CHALLENGES OF IMPLEMENTING PROCUREMENT
STRATEGIES
Rate to what extent the following challenges a#fet¢he implementation of

procurement strategies in oil in Oil Companies anifa.

1 | Corruption procurement practicfor instance bribel

2 | Failure to invest in modern technolog

3 | Poor methods of record keeping

4 | Lack of education and training programs

5 | Resistance to change

6 | Lack of a clear strategic plan on procurement etat

implementation

7 | Lack of management support and commitment
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APPENDIX IlI: LIST OF OIL COMPANIES IN KENYA

Source :( Pipecor, 2013)

1 LIBYAOIL 26 OILCITY

2 KENKOB 27 RIVAPET

3 VIVO ENERGY 28 INTOIL

4 TOTAL 29 NAFTON

5 NOCK 30 KAMKIS

6 ENGEN 31 MULOIL

7 GAPCO 32 TROJAN

8 PETRO 33 ROYAL ENERGY
9 ALBA 34 JADE

10 HASHI ENERGY 35 CITYOIL

11 MOIL 36 PREMIUM

12 TOWBA 37 BANODA

13 ESSAR 38 REGNOL

14 EMPEX 39 KEROKA

15 HASS 40 PRIME REGIONAL
16 GALANA 41 RANWAY

17 ORYXENERGIES 42 AFRIOIL

18 FOSSIL 43 FAST ENERGY
19 OILCOM 44 E.A GASOIL

20 GLOBAL 45 TOSHA

21 MGS 46 OILPOINT

22 BAKRI 47 AXON

23 GULF ENERGY 48 ULTRA PETROL
24 ECO OIL 49 OLYMPIC

25 AL-LEYL 50 AINUSHAMI
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51

52

53

54

55

56

57

58

59

60

61

FINEJET

TOPAZ

JAGUAR

CAPE SUPPLIERS

ONE PETROL

FUTURES

KENCOR

TIBA

RAMJI

ILADE

STABEX INT
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62

63

64

65

66

67

68

69

70

71

72

OCEAN ENERGY

EMKAY INT

AL-AMANA

KOSMOIL

SOVEREIGN

PETROSUN

SOCIETE PETROL

PRIME GAS

CENTRE STAR

EPPIC

ELIORA
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UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
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Telephone: 020-2059162 P.O. Box 30197
Telegrams: “Varsity”, Nairobi Natrobi, Kenya
Telex: 22095 Varsily

DATE..!.'-H?.‘?J.QQLH......

TO WHOM IT MAY CONCERN

The bearer of this letter ... An&f{[ﬂ Waﬂgu\ K{WW .................
Registration No... D6 (65 83 /20127

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

He/she is required to submit as part of his/her 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.

PATRICK NYAB
MBA ADMINISTR

56



