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ABSTRACT

The desire of any service organization is delivgaliy service that meets their customer
expectations so as to remain profitable and inrass. The service market has now
become more competitive than ever before and ngeetistomer needs is a necessity.
Petroleum distributing firms in Kenya are at a gressk of perfecting their service
delivery systems to ensure that their customersjgelity product at the right time, right
guantity and above all safely. Well managed serquality practices have the potential
of transforming the operational performance of aganization. The objectives of the
study were to determine the extent of adoptioneo¥ise quality management practices
by petroleum distributing firms in Kenya, the clealjes they face in the implementation
of these practices and the effect of these pracboethe firms’ operational performance.
The study was carried out through a descriptiveesuof 32 petroleum distributing firms
in Kenya. Questionnaires were used to collect pyndata. The collected data was
analysed descriptive statistics while regressioalyesis technique was used to establish
the relationship between the dependent and indepe¢nvariables. The research findings
were presented in tables. The findings indicatedl pletroleum distributing firms adopted
various service quality management practices taargel extent. The findings also
indicated that lack of visionary leadership and megnagement support were the biggest
challenges the firms faced in their endeavour tplément service quality management
practices. Further, the relationship between theloegd seven aspects of SQMP and
operational performance was found to be weak duletdact that some control variables
like size of the firm and number of years in operatwere not considered .The main
conclusion was that the adoption of service quatipnagement practices by petroleum
distributing firms was inevitable. The researclesommends that policy makers should
ensure organizations embrace service quality manege practices for improved
productivity and better returns from their invesittse The researcher concludes by
suggesting that similar research be carried outtier sectors of the economy and a
further study in the petroleum distributing firnfeat incorporate the control variables left
out in this study.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

The demand for quality services as asserted bya@ithand Ngugi (2013) is one of the
most crucial areas that organisations need to ftagteon in order to survive. Quality in a
service organization is a measure of the extewhiczh a delivered service meets the
customer’s expectations. Delivering quality serviceans conforming to customer
expectation in a consistent basis (Lewis & Boon®83). Service quality is considered a
critical determinant of competitiveness that calp la@ organization to differentiate itself
from other organizations and gain a competitiveaadizge. Superior service quality is a
key to improved profitability and has been found result in increased customer

satisfaction, improved sales and profitability (Blag Kerr, 2003).

Literature provides three theoretical alternativenaeptualizations of service quality
namely the attribute theory, the interaction theangl the customer satisfaction theory
(Chase & Bowen, 1991). The attribute theory assuimatsservice quality is a reflection

of the attributes of the service delivery systerd amnagement has full control of the
inputs defining these attributes. The customerstatiion theory focuses more on the
satisfaction of the needs and wants of the customeérile the interaction theory

delineates service quality as a gained experidmeteis shared by all involved parties or
participates in the service encounter. Accordinghg service quality as asserted by
Hasan and Kerr (2003) emerges through the satisfaof the needs and wants of both

the customers and contact staff.



Petroleum is Kenya’s major source of commerciargynand constitutes about 80% of
the country’s commercial energy requirements (Wanj2011). The petroleum industry
is one of the prime movers in the country’s viskf}80. Petroleum products do not have
any close substitutes and this makes their pricdgmve a very significant impact on the
level of inflation. The demand for petroleum prouon average stands at 2.5 million
tons per year and is on an increasing rising trékmtording to Wahome (2006)

statistics from PIEA, the demand for petuohe products is rising at an annual
rate of 5.8 %. This means petroleum distritgifinms should be more aggressive in
their service delivery, which is the ability teliver right volumes, right time and

right quality at right location.

1.1.1 Service Quality Management

There are numerous definitions as well as standtp@ioncerning service quality and its
management. Various scholars define service qualitgifferent ways. Parasuraman,
Zenithaml and Berry (1988) state that service quasi determined by the differences
between customer’s expectations of services pravéae their evaluation of the services
they receive. Gefen (2002) defines service quasythe subjective comparison that
customers make between the quality of the senhiage they want to receive and what
they actually get. Bitner, Booms and Mohr (1994firde service quality as ‘the

consumer’s overall impression of the relative iitfety / superiority of the organization

and its services'. Service quality is an attitudited but not equivalent to satisfaction
that results from comparisons of expectations arfbpnance (Bolton & Drew, 1991).

Thus, service quality can be defined as an assessshénow well a delivered service

conforms to the client's expectations.



Service quality management is about ensuring custgnboth internal and external, get
what they want. By understanding what customersgdeg as service quality, it will be
easy for a company to ensure that it meets thegectations and even exceed them.
According to Babakus (2004), service quality mamagat entails the combined effect of
service performances which determines the extentherlevel of contentment and
satisfaction of the service user. Thus, servicdityuaanagement entails monitoring and
maintenance of end-to-end services for specifientdi or classes of clients. Parasuraman
et al. (1988) concurs with Babakus (2004) by pamtiout that service quality
management involves meeting and exceeding the &tmets of customers. It entails the
assessment of how well a delivered service confaonke client's expectations in order
to improve the service, to quickly identify problgmand to better meet and hence

customer satisfaction.

Service quality management practices (SQMP), refear set of management practices
that are geared to the improvement of firm perforoga These practices are top
management support and commitment, employee’s \ewaént, customer focus,

employee training and development, quality infoioratand product/service design (Jin,
2005). The adoption of SQMP enables an entity to ipuplace a framework that

facilitates the delivery of goods and serviceshi® ¢éxpectation and requirements of the
customer and in a better way than its competitdhés can position such an entity at

competitive advantage over its competitors and éémdter returns from its investments.



1.1.2 Operational Performance

Operational performance of a firm is a measurersgatandard or prescribed indicators
of productivity, capacity utilization, effectivergsefficiency, cycle time, waste reduction
and regulatory compliance. According to Johnstor alark (2001) operational
performance refers to measurable aspects of theomes of an organizations process
such as reliability, production cycle time, and antory turns. Terziovski, Feng and
Samson (2007) define operational performance adormpegince related to an
organizational internal operations such as prodifgti product quality and customer
satisfaction. Hasan and Kerr (2003) describe ojperalt performance variables as
productity and quality, scheduling and delivery.aderes of productivity and quality are
productivity, efficiency, cost of quality and ersoand defects. Measures of scheduling

and delivery are lead time, timeliness of delivangl vendor relations.

Firm operational performance and improvement astpdiout by Mahmoud and Carlos
(2010) can be accomplished by building a stronguoellaround operational excellence,
training and equipping the workforce on the techeg and tools of process
improvement, deploying real-time visibility procesganagement technology, putting in

place appropriate measures as well as controls.

1.1.3 Service Quality Management and Operational P®rmance

Service quality management practices can affecoperational performance of a firm.
The core values of service quality management doogrto Alemu, Helo, Takala and
Fentahun (2011) represent how to encourage andaetihe employees to the best way

to improve their capabilities, commitment and prciduty. To meet and exceed



customer expectations, firms must be effective affidient in their service delivery. A
timely delivery of defect or error free product$iances customer loyalty and goes a long
way in retaining as well as attracting new custan8atisfied customers will definitely
increase their purchases and this translates toeased throughputs. Operational
performance objectives like dependability, flextil and reduced costs are key

ingredients in defining an effective service qualitanagement process.

The adoption of service quality management prastaindicated by Lakhal, Pasin and
Liman (2006) makes it possible for an entity to puplace a plan or a framework that
enables it deliver goods as well as services tbatspond to the needs and wants
expressed by customers in a faster, better, ssdisrer processing and cheaper way than
the competitors through the participation of allaganisation’s workforce and under the
leadership of top management. A growing numberrglizations make use of service
guality management as a strategic foundation nbt fmn improving firm performance

but also as a mechanism for generating a competiivantage.

1.1.4 Petroleum Industry in Kenya

The petroleum industry plays a very significanterah determining a number of
economic variables in the country. Petroleum prtgldo not have any close substitutes
and this makes their prices to have a very sigmifigmpact on the level of inflation, the
level of employment and poverty reduction withire tienyan economy. Petroleum is
Kenya’'s major source of commercial energy and ctutes about 80% of the country’s
commercial energy requirements (Wanjiku, 2011).cdkding to Owino (2000) nearly

67% of Kenya'’s energy needs are provided by petmlproducts and the country spends



an average of 4% of the Gross Domestic product (GBRmportation of petroleum

products annually.

Kieyah (2011) indicates that the petroleum industrienya comprises of a number of
institutions that together form the current indystructure. The top most organs in the
petroleum industry in the country is the Ministr Bnergy that is charged with the
responsibility of managing the energy resourcdsanya. The Government of Kenya has
also established a number of state corporationgthg a significant role in refining and
distribution of petroleum products. The Kenya Petrn refineries limited (KPRL) and
Kenya Pipeline Corporation (KPC) are examples ahsstate corporations. There also
exists a state corporation that is involved in tharketing of petroleum products, the

Kenya National Oil Corporation (NOCK).

To complete the structure of the petroleum industrienya are the multinational and
local petroleum marketing companies that availgdetrm products to the market. The
various petroleum products include: Automotive @als(AGO), Premium Motor Spirit
(PMS), Fuel Oil (FO), Dual Purpose Kerosene (DRI€},Al, Liquedified Petroleum Gas
(LPG). The products are received from petroleunkeas from Shimanzi Oil Terminal
(SOT), Kipevu Oil Terminal (KOT) into Kipevu Oil 8tage Facility (KOSF), Kenya
Petroleum Refineries Limited (KPRL) and individuahrkers Terminals from where it is

distributed into the hinterland.



One of the major challenges facing the petroleudusiry in Kenya is the constantly
increasing international crude oil prices that hampacted on the prices of locally sold
petroleum products. According to Owino (2000), Gavernment of Kenya has made a
number of steps towards eliminating on overdeperelem foreign oil. This led to the
commissioning of oil prospecting exercises in Kethat have since been successful with
oil finds in a number of locations in the Northgrarts of the country. This discovery,
though is a positive move towards self-reliant @trgeum products, is not complete

without the implementation of service quality masaagnt practices (SQMP).

Petroleum distributing firms should have in plac&@MP framework that will ensure
that these products are availed to the customérarmight quantity, quality, at the right
time and in the right manner to the expectation aatisfaction of the customer. In
addition, implementation of SQMP with the indusiplayers ensures that effective
guidelines and procedures are followed to mitigateeasing oil prices henceforth not
exploiting consumers, and with the aid of the ERG5sitive results will be achieved and

challenges overlooked effectively.

1.2 Research Problem

According to Nilsson, Johnson and Gustaffson (2GYyice quality management has
the potential of transforming the operational perfance of an organization. They
further argue that service quality is the degreevhich a service meets key customer
requirements. Customization and the level of rdligbof the requirements are very
important aspects of service quality managementrganizations. Service quality is

considered a critical determinant of competitivenészat can help an organization to



differentiate itself from other organizations andirga competitive advantage. The
adoption of service quality management practicelsasidt possible for an entity to put in

place a plan or a framework that enables it deligeods as well as services that
correspond to the needs and wants expressed neerst in a faster, better, and cheaper

way than the competitors (Lakhal et al., 2006).

Petroleum is Kenya’'s major source of commercialrgyeand is mainly used in the
transport, commercial and industrial sectors a$ agefor domestic purposes. Petroleum
products are either imported as crude oil to begssed at the KPRL or in refined form
for direct consumption. Petroleum product customexpect a distribution system that is
reliable in transporting their products to ithpoint of convenience without failure
and served as per their expectations. Petrotisimbuting firms should be willing and
ready to help customers and provide prompt seraiteé solve customer issues. They

should have adequate petroleum products storaa@inip and distribution facilities.

Studies on quality management have diverse viewsfiadings. For instance, studies
conducted by Jin (2005) on service quality managemearactices on customer
satisfaction in Korean hotel industry establishkedt tthere exists a direct relationship
between SQMP and performance. A study by Sam@b4Ron the relationship between
quality approaches and their impact on Portuguesapanies’ quality performance
examined the positive relationships between TQMtpas and performance measures
and the selected indicators are productivity, confoce to customer requirements and

product/service quality. Al-refaie, Ghnaimat and K®11) examined on the effect of



guality management practices on organisationalop@idnce in Jordan concluded that
organisations that adopt a quality managemeniglydbcus on achieving and sustaining
high quality output using management practiceasrtputs and quality performance as
the outputs. Omollo (2011) carried out a study bte effect of service quality
management on the financial performance of commktmnks in Kenya. The study
revealed that service quality management was irapbrin ensuring better financial

performance.

A study by Doreen (2013) on service quality and rapenal performance in tour
operators in Kenya found that despite significaevel of implementation of various
quality components, firms are still unable to athigh operational performance. A
related study by Rachilo (2013) on internal sengoality management and operational
performance among commercial banks in Kenya, ashad that various service
measures contributed to operational performancesdhstudies have not addressed
service quality practices in relation to operatigperformance of petroleum distributing
firms in Kenya. This leaves a research gap thati:é® be addressed. This study sought
therefore to bridge this gap by attempting to amsthe following questions: To what
extent have petroleum firms in Kenya adopted sergjuality management practices?
What is the relationship between service qualitynagement practice and operational
performance of petroleum distribution firms in KefyAnd what are the challenges

affecting implementation of SQMP by petroleum dimiting firms in Kenya?



1.3 Research Objectives

The general objective of this study was to esthbile relationship between service
guality management practices adoption and opewdtiperformance. The specific

objectives were:

i. To determine the extent of adoption of service iGppahanagement practices by

petroleum distributing firms in Kenya.

ii. To determine the challenges affecting implementatiof service quality

management practices by petroleum distributingdirmkKenya.

iii.  To determine the relationship between service guatenagement practices and

operational performance in petroleum distributimm$ in Kenya.

1.4 Value of the Study

The findings of this study intend to make a sigumifit contribution to the known
knowledge on quality management. Academicians asdarchers are able to find more
information on service quality management that askist in addressing some of the gaps

that exist in this area.

The findings of this study are of great benefiptdicy makers in the petroleum industry
in Kenya. It will shed more light on appropriatensee quality management practices
that can be employed by these organizations. Iblesahem to better understand the
relationship between service quality managemertdtioes and operational performance.
Firms in the petroleum industry can get a wider videolge on service quality
management practices that are common among them.offfer firms that are in the

10



service industry can benefit from the findings ofst study. They can benchmark
themselves for best practices in service qualitynagament from the petroleum

distributing sector and implement the same in thein firms.

11



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter discusses relevant literature on tpectof study and in line with the

research objectives. The chapter begins with tle®r#tical foundation of the study
followed by a discussion on service quality manag@npractices. The chapter also
discusses the challenges of implementing SQMP. chagter concludes by reviewing
empirical literature on the relationship betweenMBQand operational performance as

well as related studies in Kenya.

2.2 Theoretical Review

The literature according to Chase & Bowen (1991fersf three alternative
conceptualizations of service quality that is tttelaute theory, the interaction theory and

the customer satisfaction theory.

2.2.1 Attribute Theory

The attribute theory assumes that service quadity reflection of the attributes of the
service delivery system and management has fultr@oof the inputs defining these
attributes. Mok, Sparks and Kadampull (2009) pauat that when the delivery of a
service does not match the prior normative stargdardhe expectations that are held by
the clients, they may opt to engage in the attidouprocess in order ascertain or make
sense of what might have taken place. Hasan and(BR@03) observe that the value of

customer attribution largely depend upon the raage the kind of information that is

12



available to the customer concerning the causkeoptoblem including the frequency of

the problem, the clients’ perception on the preabitity of the problem among others.

According to Brent (1989), quality of an output mooften than not depends on an
individual's personal judgment as well as evalumtiegarding some set of attributes of
the output. The quality of the output more ofteartmot is formed from the perceptions
of an individual concerning the output and is rdoteithin the individual's personal

frame of reference. More often than not, the aiteltheory provides that service quality
is assessed by comparison to other similar itenevents, so that static terms of ‘good or
bad quality’, as fixed measures, have no firm megrover time. As such, Juran and
Gryna (1988) point out that there is really onlyher better or worse quality and the

comparison basis is often contained within one'st paersonal experiences and
prejudices. This personal history is expressedkpsaations: when positive expectations
are met, then quality is judged to be acceptablenyvexpectations are exceeded then

guality is judged to be excellent.

2.2.2 Customer Satisfaction Theory

The customer satisfaction theory approach as noyeldasan & Kerr (2003) delineates
service quality as the difference between the dmpieas and perceptions of the
customer in regard to a certain service and thitygeerceptions. The theories present
more emphasis or primary significance on the peiaep of the customer as opposed to
the technical aspects of production which is theeda the attribute theory. Therefore,
customer satisfaction theory focuses more on thisfaetion of the needs and wants of

the customers. As a result, a large number ofiesiiry as much as possible not only to

13



meet the expectations of their customers in thailydactivity but also exceed them in
their long term plan. This requires firms to deyelan operational process that is
customer focused while at the same time committimgsiderable amount of resources
that positions clients and meeting their varioupeetations since they are crucial assets

to the financial of an enterprise.

Customer satisfaction according to according tovédli(1980), can be determined by
subjective (e.g. customer needs, emotions) anctigefactors (e.g. product and service
features). The heart of the satisfaction proceshascomparison of what was expected
with the product or service’s performance. Cust@mesually form expectations prior to
purchasing a product or service. As suggested kingan (1988), the consumption of or
experience with the product or service producegvellof perceived quality that is
influenced by expectations. Under the customersfgation theory therefore, it is
perceived that if performance exceeds expectatigagisfaction increases, but if

perceived performance falls short of expectatitms disconfirmation is more.

2.2.3 Interaction Theory

According to Klaus (1985) as quoted by Hasan and K03), the interaction theory
approach delineates service quality as a gainedreqee that is shared by all involved
parties or participates in the service encountercofdingly, the service quality as
asserted by Hasan and Kerr (2003) emerges thrdwgtsdtisfaction of the needs and
wants of both the customers and contact staff.tdBoand Saxena-lyer (2009) observe

that conventionally, interaction has been consillere a defining characteristic of all
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services. This has been attributed to the fact #$@wices are characterized by

simultaneous production and consumption, thereqyir@g customer—firm interaction.

Human social behaviour is organized by symbolicigiedions of all aspects of the

environment, both physical and social. Among thestmimportant of these designations
are the symbols and associated with meanings &lmvupeople are to enact roles and, in
general, to comport themselves in relation to ativelnich call forth expectations about
how they are to behave (Hasan & Kerr, 2003). Itvedl known that customer firm

relationships entail the exchange of social resmsjrcsuch as assurance and
responsiveness, as well as economic resourcesrésiti there is need for organisations
to put in place mechanisms that can enable it livateservices to customers in the most

efficient and effective manner (Bolton & Saxena¥r|y2009).

2.3 Service Quality Management Practices

Jin (2005) defined Service quality management lagliatic management philosophy that
focuses on continuous improvement in all functiohs service organization, and it can
be achieved only if the service quality concepitized from the delivery of service to
the after service. Service quality management istnammmonly seen as a set of
management practices improvement of firm perforrmanthese practices are top
management support and commitment, employee’s \wewadnt, customer focus,

employee training and development, quality infoioraand product/service design.

2.3.1 Top management Commitment
Top management plays a decisive role in paradigftssh critical areas such as quality

management, product development and innovation.nVWye management is committed
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to quality it will assign a higher priority to quigi, provide adequate resources to the
implementation of quality management efforts, angest in human and financial
resources and make quality a dimension in perfoceavaluations for everyone in the
organization (Saraph, 1989). Management should repad product and service
innovations aimed at meeting and exceeding theimmgents and expectations of
customers better than the competitors. New produnt service design should be
thoroughly reviewed before production in order tmid problems happening during
production and implementation. In order to becomauacessful organization it is

necessary to put the customers first in every detisade.

Douglas and Fredendall (2004) also argue that masio leadership from the top
management of a firm is very important in creatmgorganization that has both internal
and external aspects of cooperation. This visioteagership from the top management
requires a lifetime commitment to quality. This halso be very significant in creating a
culture of better service quality management iroaganization. They further assert that
top management needs to support holistic thinkiad will support sustaining structures,
which ultimately increase customer satisfactionodigh high levels of quality
management programs. In addition, visionary ledders very important in developing

holistic organizational cultures and gaining emp®gommitment.

2.3.2 Employee Involvement
Employee involvement has the potential of providihg foundation for quality efforts
and strategy development, and ensures that pradneelemented conform to quality

requirements within an organization (Mendes, 2012kccepting total quality
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management as a managerial philosophy brings gignifhuman resources implications
in organizations. In most cases, low success @t@sany service quality management
programs are attributed to lack of lack of emphasi€mployee involvement issues such
as leadership, training, participative managemewarding and appraisal systems and
decision-making process. The more organizationslyammployee involvement
initiatives, the more positive results they willigaand the more profitable and
competitive they will become, through higher emplegatisfaction, and quality of life at

work, among other factors (Farzad, Kamran & Mostaéd 2).

Sohal, Samson and Ramsay (1998) also argue thabysep are in the best position both
to recognize problems and to find improvementshéy are interested, and sufficiently
empowered to take steps to make improvements. Eempogvand creating awareness
among employees about quality challenges will assidacilitating their participation

towards continuous quality improvement. They furtimelicate that strategies of service
guality management that involve people require ntbes aesthetic changes, implying
high commitment in doing things differently, such taining employees in multiple
skills, organizing workers in teams, instituting ggestion systems and solving

mechanisms like quality circles.

2.3.3 Customer Focus

Customer focus is a term used to cover all the corapts which contribute to
maintaining an efficient relation with clients. Theccess of all organizations is based on
the capacity to manage the expectations of clidatslitating loyalty and investments.

Customer focus doesn’t imply being only aware ofamganization’s clients, but also
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refers to the actions that need to be taken inrdalensure they will continue to clients
for a longer time. One of the most significant caments of customer focus is customer
service. It is considered as the most efficient wagdd value to products and services.
In most cases, clients have many available optisasthe decisive factor for them to
come back or not is the quality of service theyfgan the organization (Sureshchandar,

Rajendran & Anantharaman, 2002).

Customer focus Organizations depend on their custonmand therefore should
understand current and future customer needs amdildshalso meet customer
requirements and strive to exceed customer expauasathrough enhanced quality
management (Robinson, 1999). There are a numbebeoiefits that accrue to
organizations that are customer focused: increaseenue and market share obtained
through flexible and fast responses to market dppdres; increased effectiveness in the
use of the organization's resources to enhanceroestsatisfaction; improved customer
loyalty leading to repeat business; applying thimgyple of customer focus typically
leads to: researching and understanding custormetsn@and expectations; ensuring that
the objectives of the organization are linked tcstomer needs and expectations;
communicating customer needs and expectationsdhoui the organization; measuring
customer satisfaction and acting on the resultste®yatically managing customer
relationships as well as ensuring a balanced apprbatween satisfying customers and

other interested parties (Parasuraman, Berry 8hZeit, 1991).
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2.3.4 Employee Training and Development

Investment in education and training is very imaottfor service quality management
success. Employees should be regarded as valuablg,term resources worthy of
receiving education and training throughout thaieer. Their active involvement quality
improvement activities, employees acquire new kedgé, see the benefit of the quality
disciplines and gain a sense of accomplishmentdbyirgy quality problems (Zhang,
Waszink & Wijngaard, 2000). According to ZeitharBlitnerand and Dwayne (2008),
employees are the reflection of the quality of gegr\wcustomers can derive due to their

frequent contacts with the customers.

When employees are well trained and empowered, pheyent a better picture of the
organization to these customers. Employees ussallye as representatives of both the
organization and their services to the custometkeaservice delivery point. The quality
of the service and the satisfaction the customer degive will be an assessment of the
entire service experience. Employees who are adelguained have the potential of
providing a positive impact to customers. Sincelelyees have a major role to play in
determining whether a customer would enjoy the B®&pee, it is important for
organizations to focus on training employees irviserquality (Zeithaml, Bitnerand &

Dwayne, 2008).

2.3.5 Quality Information and Analysis
Service quality management cannot be possible witippoper communication of the
necessary information to all the stakeholders inoeganization. Information from all

quarters must be utilized to ensure that the orgaioin is able to provide products and
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services that meet high quality standards. It ipdrtant for organizations to come up
with appropriate systems of ensuring that relevqrdlity management information is
collected and analyzed. This will assist in engyrithat decisions made in the

organization are based on relevant and timely méion (Lai & Cheng, 2005).

2.3.6 Reward and Recognition

Reward and recognition activities stimulate empéoyeommitment to quality
improvement. Organization need to implement an eyg# compensation system that
strongly links quality and customer satisfactiorthwpay and the company’s quality

support initiatives (Brown, Hitchcock & Willard, 29).

According to Geralis and Terziowski (2003) orgatias that are keen on improving the
quality of their products need to invest in empangr their employees. This

empowerment can be achieved through several wagls @& training but also through
reward and recognition. When employees are addguatgarded and recognized for the
effort they make, they are motivated to do moretfer sake of improving the service

quality.

2.3.7 Product/Service Design

Product or service design is a very important aspeservice quality management. It is

always significant to consider the needs of custsmdenever an organization considers
designing a product or a service. Involving custamia product design is one way of

assuring customers that the quality they desirebeildelivered. The needs of customers
are very dynamic and only those organizations mglito address them will be able to

succeed over their competitions. This success cday lme made possible if there is
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efficient and appropriate product design that askke the needs of customers (Wang,

Hing-Po & Yang, 2004).

During product or service design it is important doganizations to ensure that quality is
maintained. It also requires that organisationdioanusly seek for ways of ensuring that
the quality of their products is enhanced in ordekeep up with the competition. Other
than involving the customers in product or sendesign, it is also significant to involve

other stakeholders such as employees who are istasincontact with customer since
they also understand the quality issues that needbet addressed. Service quality

improvement can improve the profitability of theyanization (Stevenson, 2002).

2.4 Challenges in Implementation of Service Qualitfylanagement

Practices

The implementation of SQMP in firms is not withochallenges. Lack of employee
commitment is one of the challenges. Customersiatpiate employees with the service
they are delivering. Non committed employees inviser delivery may lead to the
customer forming an opinion about the service mteni Employees that are treated as
valuable resources by their employers, will in ttneat their customers as valuable, and
evolve and lead to a committed workforce and custosatisfaction (Camison, Flor,

Cruz & Kuster, 1996).

Another challenge is leadership. Leading is onthefprimary functions of management,
but the complexities of leadership as a theoretcaicept continue to elude scholars.

Sureshchandar, Rajendran and Anantharaman (20@bmest that top management
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commitment to service quality management is a presge for effective and successful
implementation of high quality services. Lack atienary leadership with a clear
understanding of the concepts of service satigfactijuality, and values is needed to
stimulate the entire organization toward accompigha service quality management
vision, is a great challenge. Awareness, knowledge, understanding of basic service
quality management principles are prerequisitestépr executives in committing to

service quality improvement (Nwabueze, 2001).

Lack of training, inadequate perception of sengoality management practices by most
employees, resource constraints and the employsistaiet to change, are major
challenges to the implementation of SQMP (Keating Harrington, 2003). The
implementation of SQMP is not without costs. Emgley require training to acquire
knowledge on SQMP so that they can impact on tocttstomer positively this require
funds and it became a bigger challenge in a resotwostrained situation coupled with
lack top management commitment on resources aidocaiwards training. Employee’s
reluctance to change from old ways of doing thiisgs major setback in implementation
of SQMP. All these challenges should be addrefdgdby any firm aspiring to excel

and petroleum distributing firms in Kenya are notegptional.

2.5 Empirical Review

This details a review of studies on service quatignagement practices and operational

performance and related studies in Kenya.
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2.5.1 Service Quality Management Practices and Opational Performance

A number of researchers have established that thexevery close positive relationship
between SQMP and performance of an organisatioor. irfistance Abdullah and Tali
(2005) study on SQMP influence on firm performatm&ards customer satisfaction in
Malaysian firms found that a significance relatioips existed between the two. Jin
(2005) conducted a study on service quality managénpractices on customer
satisfaction in the Korean hotel industry and ds&thbd that there exists a direct
relationship between SQMP and performance. Inateadlstudy Lagrosen and Lagrosen
(2003) established that service quality managenleatls to improved business
performance. Earlier on Huarng and Chen (2002)atsal confirmed that service quality
management had an impact on business performamak, B/ong and Rao (2000) also
showed that there is positive association betweervice management practices

implementation and business performance of thentegton.

These studies were conducted outside the Kenyairoeanwent. Some studies were
general while the specific ones were not conduatethe petroleum industry. These
studies were on the general firm performance amdndit focus on the operational
performance. Further, it is worth noting that engair studies on SQMP and firm
performance are currently inclined to the developeatld, and this indicates the
evidence of substantial association between SQMFien performance, in developing

countries like Kenya, is not conclusive.
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2.5.2 Related Studies in Kenya

Doreen (2013)'s study on the relationship betweerviee quality and operational
performance on tour operators in Kenya found thaespde significant level of
implementation of various quality components, firese still unable to attain high
operational performance. However the study pravidseful information on service
quality improvement and its effectiveness in impngvoperational performance. A study
by Rachilo (2013) on internal service quality magragnt and operational performance
among commercial banks in Kenya, established tabws service measures contributed
to operational performance. The study was a ddseigurvey of 22 banks in which 66

respondents participated.

A similar study by Tanui (2008) looked at qualityamagement practices by
pharmaceutical manufacturing companies in Kenya 3tudy sought to establish the
extent of implementation of service quality praeticand the challenges in their
implementation by these companies. The findingeatd that top management was
more supportive to quality management practicen thaver level management.
Momanyi (2012) carried out a study on the servigality management initiatives in the
public sector in Kenya. The study considered apsamf 9 ministries. The study
established that ministries that had adopted qualitnagement initiatives realised
overall improvement in areas of speed of servica@jity of service and customer service

and productivity.
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These studies were conducted in various sectdtsedfenyan economy but none was on
the petroleum sector. The petroleum industry isigd to the economy since petroleum
products lack close substitutes. It is in thisaregthat a study on effect of SQMP on the
operational performance of major petroleum distiiiy firms in Kenya and the
challenges of their implementation is inevitablénisT study sought to determine the
relationship between the service variables whichk la the other studies as is guided by
the conceptual framework in fig 2.1.

Figure 2.1: Conceptual Framework

Independent variable

Service Quality Management practices
» Top management support and
commitment Operational
* Employee involvement Performance
* Customer focus
* Employee training & development
* Quality information and analysis
* Reward and recognition
* Product/ service design

Dependent variable

A 4
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter gives the details of the methodoldgy vas used in this study. The chapter
gives details on research design, the populatiadhestudy, data collection, data analysis

and presentation.

3.2 Research Design

The research design was a descriptive cross satsarvey of all petroleum distributing
firms in Kenya. A single cross sectional desigattimvolved a single round of data
collection from the sample population was used rneestigate associations between
SQMP and operational performance. The design wpsoppate for this study since it
allowed the researcher to use both qualitative qarathtitative data in trying to establish
the service quality management practices on opeti performance of petroleum

distributing firms in Kenya.

3.3 Population of the Study

The population of this study was petroleum distiily firms commonly known as
Petroleum Marketing Companies (PMC), which are steged with the ministry of
energy to trade in the importation and distributadrpetroleum products. According to
Ministry of energy and the Petroleum Institute asSEAfrica (PIEA), the registered PMC
are 30. Adding KPC and KPRL, the population of stedy was 32, (Appendix Ill). In

this study, the entire population was consideratt@avas a census study.
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3.4 Data Collection

In this study, primary data was used. The data wa@kected through a structured
guestionnaire that was in form of five point Likedale, administered using ‘drop-and-
pick-later method. An introduction letter (Appard) accompanied the questionnaire.
The questionnaire contained four sections. Sec#orsought to capture general
information of the respondent. Section B sougfdrmation on the extent of adoption of
SQMP by petroleum distributing firms and sections@licited data on challenges
affecting implementation of SQMP. Section D congginquestions on the effect of
SQMP on operational performance in petroleum disting firms in Kenya. The target
respondents in the study were terminal managetsjl reutlets dealers, operations
superintendent and supervisors, planning and iogidticers and operations managers.

One respondent was considered from each firm.

3.5 Data Analysis

The data was first checked for completeness, cemsig and accuracy. It was then
edited, coded and tabulated. The data was fed antmmputer using the Statistical
Package for Social Sciences (SPSS) for analysiscripgive statistics that is the mean
and the standard deviation were used to analysefdathe first and second objectives
that is to determine the extent of adoption of senguality management practices by
petroleum distributing firms in Kenya and to deteren the challenges affecting

implementation of service quality management pecastiby petroleum distributing firms

in Kenya. Regression analysis was employed in dalachieve objective three that is to

determine the relationship between service qualiyagement practices and operational
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performance in petroleum distributing firms in Kanyl'he following regression model

was usedY = a + X1 + boXo+ baXz+ byXs+ bsX5+ beXg+ by X7+ €
Where:

Y = Operational performance index (Dependent végjab

a = Constant

by, by, bs, by, bs, bs and by are the coefficients

X1= Top management and commitment

X2 = Employee Involvement

X3 = Customer focus

X4= Employee training and development

Xs= Quality information and analysis

Xe= Reward and recognition

X7= Product/Service design

€ = Error term.

The multiple correlation coefficients R, was usedsdst the strength of the relationship
between the independent variables and the depewdeable. The strength of the model
was tested using?Rt 5% level of confidence so as to test the sigaifce of the model in

explaining the relationship between SQMP dimensiamd operational performance of

petroleum distributing firms.
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CHAPTER FOUR: DATA ANALYSIS AND FINDINGS

4.1 Introduction

The purpose of this study was to establish theceffé service quality management
practices on operational performance of petroleigtriduting firms in Kenya. The study
sought to achieve three objectives: To determiresttient of adoption of service quality
management practices by petroleum distribution girm Kenya; to determine the
challenges affecting implementation of service iyamanagement practices by
petroleum distributing firms in Kenya and to detarenthe relation between service
guality management practices and performance iolgein distributing firms in Kenya.
Data was successfully collected from all the 3geted firms thus providing a response

rate of 100%.

4.2 General Information

The general information sought in this study wédre numbers of years the firms have

been in business and if they have a service quakityagement department.

4.2.1 Duration in Business
The researcher sought to find out the numbers aifsya petroleum distributing firm has
been in operations in Kenya. The duration can deter the firms experience and

resources it has for its operations. The findingspresented in table 4.1.
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Table 4.1: Duration in Business

Duration (years) Frequency Percent
1-5 6 18.8
6-10 8 25.0
11-15 5 15.6
16 - 20 7 21.9
Above 20 6 18.8
Total 32 100.0

Source: Research data

It is evident from the research findings in tablé dbove that 25% of the petroleum firms
have been in business for 6-10years; 21.9% ofithes fhave been in business for 16-20
years; 18.8% of the firms have been in businesslfbryears and 11-15 respectively
whereas 15.6% of the firms have been in businastfd5 years. This is an indication
that most of the firms have been in business f@latively long duration hence were in a
position to provide relevant information on servapgality management and operational

efficiency.

4.2.2 Service Quality Management Department

The researcher sought to find out whether a firrd haservice quality management
department. The existence of a service quality mament department in firm can help
in the implementation of service quality managenpattices. The study results are as

presented in table 4.2.
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Table 4.2: Existence of a Service Quality Manageméebepartment

Response Frequency Percent
Yes 18 56.3
No 14 43.8
Total 32 100.0

Source: Research data

On the availability of a service quality departmesithin the petroleum distributing firms

in Kenya, the study results as shown in table dv2als that 56.3% of the firms have a
service quality department whereas 43.8% of thadido not have a service quality
department. This implies that majority of the firrnave a service quality department

hence their ability to provide relevant responsegHis study.

4.3 Extent of Adoption of Service Quality ManagemetnPractices

The researcher further sought to investigate thengéxo which petroleum distributing
firms have adopted service quality management ipexclike top management support
and commitment, employee involvement, customer dpcu employee
training/development, quality information and ams&y reward and recognition and
product/service design in their operations. Th@eoadents were required to indicate the
extent to which they agreed with the perceived rextéd adoption of service quality
management practices. The responses were subjectddscriptive statistics and the

findings are presented in table 4.3.
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4.3.1 Top Management Support and Commitment
The researcher sought information on the extenttich the top management of the
petroleum distributing firms were supportive andnoaitted to the operations of these

firms. The findings are presented in table 4.3

Table 4.3: Top Management Support and Commitment

Std.

Top management activity Mean Deviation
Employees are encouraged by top management todes 4.44 .759
customer needs and expectations
Active involvement of top management in que 4.34 .653
improvement
Evaluation of top management for service qui 4.09 .928
performance
Management provides the necessary resources tp @at 4.00 .880
activities efficiently
Dissemination of management service quality obyestitc 3.59 1.012
all employees
Average 4.09 0.846

Source: Research data

It can be observed from the study results in tabl above that encouragement of
employees by top management to consider custonaelsrend expectations has a mean
of 4.44 and a standard deviation of 0.759. Thisliespthat most of the respondents
agreed that top management encourage employeesngider customer needs and
expectations. Active involvement of top manageniermjuality improvement has a mean
of 4.34 and a standard deviation of 0.653 whichfioms that most respondents agreed

that top management are actively involved in qualhprovement. Evaluation of top
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management for service quality performance hasanmé4.09 and a standard deviation
of 0.928 an indication that most of the respondexgseed that top management of
petroleum distributing companies are evaluated $ervice quality performance.
Management provides the necessary resources tp @atractivities efficiently have a
mean of 4.0 and a standard deviation of 0.880. Theans that majority of the
respondents concurred that the necessary resotocearry out activities efficiently.
However, the respondents were not sure whethemtémegagement disseminates service
quality objectives to all employees. This is suppdrby a mean of 3.59 and a standard

deviation of 1.012.

4.3.2 Employees’ Involvement
The extent to which employees were involved in dperational activities of the firms
was sought in this section and the findings preskimt table 4.4.

Table 4.4: Employees’ Involvement

Std.

Employee involvement Mean Deviation
Employees are encouraged to be totally involveduality 4.19 .859
improvement
Management lets employees participate in achie 4.09 .689
organisational goals
Existence of bottom-up, togewn and horizont: 4.03 .897
communication among all staff
Employees get feedback on their quality performascd 4.00 .880
are encouraged to give comments
Employees are responsible for the tasks they parfamc 3.75 1.078
inspect their own work
Average 4.02 0.881

Source: Research data
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The findings from the study reveal that encouragenw employees to be totally
involved in quality improvement has a mean of 4ah@ a standard deviation of 0.859.
This is an indication that most of the respondagige that employees are encouraged to
be totally involved in quality improvement. Managent lets employees participate in
achieving organisational goals has a mean of /ad%astandard deviation of 0.689. This
implies that majority of the respondents agree tthet management of petroleum
distributing firms in Kenya let employees partidgpan achieving the goals of the
organization. The study reveals that existence atfom-up, top-down and horizontal
communication among all staff has a mean of 4.08 standard deviation of 0.897
implying that the firms have a bottom-up, top doand horizontal communication
among all staff. Providing feedback on quality pemiance to employees has a mean of
4.0 and standard deviation of 0.880. This confirtingt most of the firms provide
employees with feedback concerning their qualityfggenance. However, the study
reveals that employees being responsible for twerk and inspect their work has a
mean of 3.75 indicating that this is not the cas®oreg the petroleum distributing

companies in Kenya.

4.3.3 Customer Focus
The respondents were required to give informatianttee extent to which petroleum
distributing firms were committed to addressing ameéeting customer needs. The

findings were presented in table 4.5.
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Table 4.5: Customer Focus

Std.

Customer focus activity Mean Deviation
The firms carry out studids determine customer needs 4.22 .870
wants
The firms carry out studies to evaluate customisfaation 4.22 .751
The firms have a system for collecting and addng 3.97 1.121
customer complaints
The firms encourage their customers to dgigedback o 3.97 .967
quality and delivery performance
Integration of customers in product/service develept 3.84 1.167
process
Average 4.04 0.975

The findings from the study as tabulated in tabfeestablished that carrying out studies
to determine customer needs and wants has a med2dfand standard deviation of
0.870 indicating that most firms carry out stud@sletermine customer needs and wants.
It was also evident that carrying out studies taleate customer satisfaction has a mean
of 4.22 and standard deviation of 0.751 a confiromathat the firms carry out customer
satisfaction studies. However the study establighatithree aspects of customer focus:
having a system for collecting and addressing oostocomplaints; encouraging
customers to give feedback and integration of ensts in product/service development
have a mean less than 4 but very close to 4. Bhésdonfirmation that these activities
were carried out though not to very significantdlev

4.3.4 Employee Training and Development

The researcher sought the views of the respondaemishat extent their firms adopted
employee training and development programs. Tharfgs were presented in table 4.6.

Table 4.6: Employee Training and Development
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Std.

Employee training/development activity Mean Deviation
Employees are trained on team working 3.94 1.014
The firms provide continuous training for managestaff 3.91 .963
The companies offer continuous training for moanagerie 3.66 1.125
staff
Training needs are always evaluated and addressed 3.50 1.016
The firms often measure employee satisfaction bageithe 3.41 1.132
training received
Average 3.68 1.05

Source: Research data

It can be observed from the research findings tdbdlin table 4.6 above that training of
employees in teamwork has a mean of 3.94 and sthdeaiation of 1.014. This mean is
close to 4 an indication that a sizable numbeiraid train employees to work in teams.
Providing continuous training for managerial stad a mean of 3.91. This indicates that
a number of firms provide this form of training.f&fng continuous training for non-
managerial staff has a mean of 3.66. This imples tew firms provide training to no-
managerial staff. Evaluating training needs hasamof 3.5, an indication that that this
activity is not very common among the firms. Measgiemployee satisfaction based on
training received has a mean of 3.41 implying tmatst of the firms do not measure

employee satisfaction based on the training the naceived.

4.3.5 Quality Information and Analysis
The respondents were required to give their viewstlte extent to which quality

information and analysis activities were carried ionuheir firms .The findings are given
in table 4.7.
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Table 4.7: Quality Information and Analysis

Std.
Quality information and analysis Mean Deviation

Harnessing of information to improve key process an 4.06 .759
services

The firms collect and analyse data related to thetivities 3.84 .847
Use of quality data to evaluate supervisory andaganal 3.72 1.085
performance

Quality data and information is timely and readilxailable 3.66 971
Availability of quality data and information to adtaff 3.34 1.066
Average 3.72 0.946

Source: Research data

The study established that harnessing of informatim improve key processes and
services has a mean of 4.06 and a standard deviati@.759. This means that most
petroleum distributing firms in Kenya harness infiation with the aim of improving key

processes and services. Collection of data retatédn activities has a mean of 3.84 and
standard deviation of 0.847; use of quality dat@\aluate supervisory and managerial
performance a mean of 3.72 and use of timely aadilseavailable quality data a mean
of 3.66. This is an indication that these actigitege carried out by the firms though to a
limited extent. However, the study established thate is no availability of quality data

and information to all staff as supported by a meaB. 34.

4.3.6 Rewards and Recognition
The researcher sought respondents views on thetéateshich various reward and

recognition practices were being carried out inrtfiems. The findings are presented in
table 4.8.
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Table 4.8: Rewards and Recognition

Std.
Rewards and recognition Mean Deviation

Existence of reward system to appreciate empl 3.69 1.256
contributions

Reward policy and criteria is known to all employee 3.56 1.243
Employees are well motivated 3.44 1.268
Employee’s remuneration is proportional to w 3.37 1.362
knowledge and contribution

Average 3.52 1.282

Source: Research data

The findings in table 4.8 show that petroleum dsting firms have generally a weak
reward and employee recognition system. Appreciatib employee contribution with

corresponding reward had the highest adoption Mitela mean of 3.69. The knowledge
of the reward policy and its criteria to employemsne second with a mean of 3.56
followed by employee motivation with a mean scor@.d4. The least practiced was the

employee remuneration proportionality to knowledge contribution which had a mean

of 3.37.

4.3.7 Product and/or Service Design

The respondents were required to give their viewthe extent to which various product

and /or service design practices had been adoptdteir firms. The findings were

presented in table 4.9.
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Table 4.9: Extent of Adoption of Product or ServiceDesign

Std.

Product/service design Mean Deviation
New product/service is tested before its offerec 4.03 .967
customers
The companies carry out thorough review of | 3.84 .920
product/service design before theroduct/service i
produced or offered
Customer requirement are factored in the developmoia 3.84 1.051
new product/service design
Product/service design and development invc 3.13 1.157
everybody
Average 3.71 1.024

Source: Research data

The findings as tabulated in table 4.9 indicate tha testing of new product/service by
petroleum distributing firms before offering to tmmers was highly adopted with a
mean of 4.03 and standard deviation of 0.967. & fwlowed by the practice of factoring
in customer requirement in the development of a pesduct/service design and carrying
out thorough review of new product design beforedpction both with a mean of 3.84.

The least practiced was the involvement of everyartee product/service design which

had a mean of 3.13 and standard deviation of 1.157.

4.3.8 Summary of Service Quality Management Practes

Here, the researcher sought to rank the summatlyeofarious types of service quality

management practices. The findings of the studypeaesented in table 4.10.
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Table 4.10: Summary of the Extent of Adoption of Seice Quality Management

Practices
Service quality management practices Mean Rank

Top management support and commitment 4.09 1
Customer focus 4.04 2
Employees’ involvement 4.02 3
Quality information and analysis 3.72 4
Product/service design 3.71 5
Employee training and development 3.68 6
Rewards and recognition 3.52 7

Source: Research data

It is apparent from the data tabulated in tabléd4Hat top management support and
commitment with a mean score of 4.09 is ranked.fifhis implies that majority of the

petroleum distributing firms in Kenya have adoptegh management support and
commitment as part of their service quality managm@npractices. It is also apparent
from the study results that customer focus with eamscore of 4.04 is ranked in the
second position. Employee’s involvement (mean 24ddmes third followed by quality

information and analysis, product/service desigwl, @mployee training and development
with the mean scores of 3.72, 3.71 and 3.68 respeéct Rewards and recognition is
ranked last with a mean score of 3.52, an indioatiat it is the least adopted service

guality management practice among the surveyealpatn distributing firms in Kenya.
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4.4 Challenges Affecting Implementation of ServicQuality

Management Practices

The researcher also sought to establish the clgalethat petroleum distributing firms in
Kenya face in implementation of service quality mg@ment practices. The challenges
were rated on 1-5 scale and were ranked basedeoeffifct each challenge had on the
implementation of service quality management peastby petroleum distributing firms.

The study results are presented in table 4.11.

Table 4.11: Challenges of Implementing Service Quéy Management Practices

Std.
Challenge Mean Deviation Rank

Lack of visionary leadership 4.22 .832 1
Lack of top management support 4.16 .954 2
Lack of employee commitment 4.13 942 3
Inefficient transport rail and road networks 4.06 .948 4
Lack of enough resources 4.00 1.047 5
Employee resistance to change 4.00 916 5
Inadequate information on service que 4.00 1.047 5
management practices whichinder successf

implementation

Long lead time to import petroleum product 3.91 .893 6
Setbacks related to costs of implementation 3.63 1.129 7

Source: Research data

From table 4.11, it is apparent that the findingdicate that lack of visionary leadership
was the biggest challenge to the implementatioseofice quality management practices
with a mean of 4.22 and standard deviation of 0.83&s was followed by lack of top

management support with a mean score of 4.16; ¢édakmployee commitment with a
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mean of 4.13; inefficient transport rail and roastworks with a mean of 4.06; lack of
enough resources in a firm, lack of enough ressuyrtiee resistance to change by
employees and lack of adequate information all &itmean of 4.0. Long lead to import
petroleum product has a mean of 3.91 and the onsidered as the least challenge is
setbacks related to costs of implementation ofsérgice quality management practices

with a mean score of 3.63 and a standard deviafidnl129.

4.5 The Relationship Between SQMP and Operationald?formance

Here, the researcher sought to determine the oshtip between service quality
management practices and operational performanice. S€rvice quality management
practices were rated on a 1 - 5 scale for variquesation performance indicators. The
average responses obtained for each of the aspkette extent of adoption of service
guality management practices and composite opedtiperformance are presented in

table 4.12.

Table 4.12: Average Responses of each Aspect of \Bee Quality Management

Practices and Corresponding Composite Operational &formance

Respondent Y X1 X2 X3 Xa Xs X6 X7
1 3.5 4.6 4.2 5 4 3.4 2.5 3
2 3.7 5 4.6 5 4.6 4.6 4 4.75
3 4.2 4.6 4.6 4.6 4.2 4.4 4 4
4 4.9 4.8 4.6 4.8 2.8 4.4 3.75 475
5 3.5 3 2.8 3 2.8 2.8 3.5 2.25
6 3.7 4.8 4.8 5 5 5 5 5
7 3.4 3.8 4 3.8 3.2 3.6 3.75 4
8 4.3 4.2 4.2 4.2 4.2 4.2 425 4.25
9 4.3 3.8 4.2 4.4 3.8 3.8 3.75 4

=
o

4.8 4.8 4.8 4.8 4.6 3.4 5 4.5
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11 3.7 3.2 3.6 2.8 3.4 2.6 1.5 3.75
12 3.8 3.2 2.8 3 3.6 3.6 4.75 3
13 3.8 3.2 2.8 2.2 3.4 3.8 3.75 3.5
14 3.9 3.8 3.2 4.6 4 4 3.75 3.75
15 4.9 4.6 4.6 4.4 4.6 4 2.75 4
16 4.5 5 5 4 4.8 5 5 5
17 4.2 4.2 4.2 4.4 4.6 4.4 5 4.75
18 4.3 4.4 4.4 4.8 4 4 4 3.75
19 3.8 4.4 4 3.6 3 4 4.25 3
20 3.6 3.4 4.2 3.2 3.4 2.8 2.25 3
21 4.2 3.8 4.6 4.2 4 4.4 3.5 4.75
22 3.7 3.6 3.2 2.8 3 2.8 3 2.75
23 4.8 3.8 4 4.8 4.8 3.8 4 4.25
24 4.5 4.4 4.4 4.4 4.4 4.8 4.25 4
25 3.4 3.6 3.4 4 2.8 2.4 2 3
26 3.8 4.6 4.4 3.8 2.8 3.6 1.5 3
27 3.5 3.8 3.8 3.8 3.2 3.2 3.25 275
28 4.6 4.6 3.8 4.6 4.8 4 425 3.75
29 4.9 3.6 3.8 3.2 3.2 3.8 3.5 4
30 4.5 4.4 3.6 4.6 3.6 4 3.5 3.5
31 4.4 4.8 4.6 4.4 4 4.2 3.5 3
32 4.5 3 3.4 3.2 1.6 2.8 1 3.5
Where:

Y = Operational performance index

X1= Top management support and commitment
X, = Employees’ involvement

X3 = Customer focus

X4= Employee training/development

X5 = Quality information and analysis

Xe= Rewards and recognition

X7= Product/Service design
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The researcher applied the regression model torrdigie the relationship between

service quality management practices and operatjpeidormance. The results are as

presented in the following parts.

Table 4.13: Regression Model Summary

Std. Errol Change Statistics
R [Adjusted| ofthe |R Squard F Sig. F
Model R [Squard R Squarq Estimate| Change|Changqd dfl | df2 | Change
1 |.518 | .269 .055 47410 269 | 1.259| 7 24 312

a. Predictors: (Constant), Product/Service desifjiop management support e
commitment, Rewards and recognition, Employeening or development, Custon

focus, Quality information and analysis, Employeeolvement

As shown in table 4.13 above, the value of AdjusRe8quare is 0.055, which is 5.5%.
The value is very small implying that the consideraspects of service quality
management practises are insignificant in detemginoperational performance of
petroleum distributing firms in Kenya. This furthemplies that the other 94.5% is due to
other factors that were not considered in thisystitds also apparent from the table that
the significance value is 0.312, which is quitehhoagmpared to the critical value of 0.05.
This implies insignificance relationship betweere tindependent and the dependent
variables. From the table also, the correlationffment value is 0.518 which is fairly
small, an indication of a weak relationship betwd¢lea SQMP’s and the operational

performance.
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Table 4.14: Regression Coefficients

Stand4
Unstandard rdized 95.0%
zed Coeffi Confidence
Coefficientq cients Interval for B Correlations
Std. Lower| Upper| Zero-
Model B |Error| Beta| T | Sig. (Bound Bound| order| Partial| Part
1 (Constant) |2.609 .606 4.29qg .000]| 1.353| 3.856
Top .059| .332| .075|.177]| .861| -.627| .745 | .347| .036 | .031
managemen|
support and
commitment

Employee |[-.001(.290( -.002[-.005| .996| -.599| .597 | .386 | .000 | .000
involvement

Customer | .054|.191| .084 | .281( .781( -.341| .448 | .350| .057 | .049
focus

Employee |[-.054|.177|-.087(-.303| .765| -.420| .312 | .304 | -.062 |-.053
training or
development|
Quality .077|.252| .109|.306| .762| -.444| .598 | .418| .062 | .053

information
and analysis

Rewards anq-.013| .134| -.027(-.095| .925| -.290( .265 | .258 | -.019 |-.017
recognition

Product/Servi{ .268( .200| .407 |1.343 .192| -.144| .681 | .496 | .264 | .234
e design

a. Dependent Variable: Operational performance index

Source: Research data

The regression equation established from the datable 4.14 above is as follows:=
2.605 + 0.059X - 0.001% + 0.054X% - 0.054% + 0.077>% — 0.013X% + 0.268%. The

equation is not relevant because all the sevencespé SQMP considered were found
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insignificant in the determination of operationakrfprmance of the petroleum

distributing firms in Kenya since all had significze values above 0.05.

Table 4.15: Correlations Between Operational Perfanance and SQMPs

SQMPs | Top Employees’ | Customer Employee | Quality Rewards Product/
management | involvement | focus training/d | information | & Service
support and evelopme | and analysis | recognitio | design
commitment nt n

P 0.347 0.386 0.350 0.304 0.418 0.258 0.496
R 0.026 0.015 0.025 0.045 0.009 0.077 0.0(

Signifi | Significant Significant | Significant | Significa | Significant | Not Signific

cance nt significant | ant

at 0.05

Further, the findings from correlation matrix (Appkx V) and as presented in table
4.15, reveal that all the SQMPs except rewards eswbgnition had significant

correlation coefficient with operational performancProduct/service design had a
significant coefficient of 0.002 followed by qualiinformation and analysis, employee
involvement, customer focus, top management suppaod commitment, employee
training and development with values of 0.009, B8,00.025, 0.026 and 0.045

respectively. Rewards and recognition had an ifsegmt correlation coefficient of

0.077.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary of the findingmftbe study; conclusions and the
recommendations for further study. The study airtedexplore the effect of service
guality management practices on operational pedioga of petroleum distributing firms
in Kenya. The study had three objectives: To detezrthe extent of adoption of service
guality management practices by petroleum distidloufirms in Kenya; to determine the
challenges affecting implementation of service iyamanagement practices by
petroleum distributing firms in Kenya and to detarenthe relationship between service
quality management practices and operational pedoce in petroleum distributing

firms in Kenya.

5.2 Summary of the Findings

5.2.1 The Extent of Adoption of Service Quality Maagement Practices by

Petroleum Distribution Firms in Kenya

It was found out from the study that to large ektemajority of the petroleum distribution
firms in Kenya have adopted the practices of serguaality management. Out of the
thirty two surveyed firms, eighteen of them had ervige quality management
department. This is an indication that majoritytbé petroleum distribution firms in
Kenya have a service quality department. The stundlyngs revealed further that as part
of the adoption of service quality management prast the top management encourage
employees to consider customer needs and experdatMost respondents agree that top
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management are actively involved in the improvemanservice quality. It was also
found out that top management of petroleum distirigucompanies are evaluated for
service quality performance and the managementigesvthe necessary resources to
carry out activities efficiently. The study parpetes were however not sure whether the
management disseminates service quality objectoveli employees. Moreover, most of
the respondents agreed that employees are encdut@adpe totally involved in quality
improvement. Management of petroleum distributimgng in Kenya let employees
participate in achieving the goals of the orgamiret. Also, the firms have a bottom-up,
top down and horizontal communication among alif t|ad most of the firms provides

employees with feedback concerning their qualitygrenance.

The findings indicate that most firms carry outdsés to determine customer needs and
wants as well as customer satisfaction studiesvaé found out that three aspects of
customer focus that is having a system for colkectand addressing customer
complaints, encouraging customers to give feedkmuk integration of customers in
product/service development were carried out byopeim though not to very significant
level. The study also ascertained that a sizalbheben of petroleum distributing firms in
Kenya train employees to work in teams; they prevadntinuous training for managerial
staff and they provide training to no-manageriaffstEvaluating training needs was
found not very common among the firms. Also, mdsthe petroleum distributing firms

in Kenya do not measure employee satisfaction basede training they have received.
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The study further established that most petroleustributing firms in Kenya harness
information with the aim of improving key processesl services. The study results also
revealed that to less extent, the petroleum diginly firms in Kenya collect data related
to firm activities; they use timely and readily dable quality data and they use quality
data to evaluate supervisory and managerial pediocen On the other hand, the study
established that there is no availability of qyalitata and information to all staff as
supported by a mean of 3.34. Concerning rewardsegwhnition, the study established
that petroleum distributing firms have generallyeak reward and employee recognition
system. Appreciation of employee contribution witbrresponding reward had the
highest adoption level with a mean of 3.69. Thevkedge of the reward policy and its
criteria to employees came second with a mean %6.3The least practiced was the
employee remuneration proportionality to knowledgé contribution which had a mean
of 3.37. Pertaining product/or service design, d@swestablished that testing of new
product/service by petroleum distributing firms dref offering customers was highly
adopted by petroleum distributing firms in Kenyawas followed by the practice of
factoring in customer requirement in the developimedna new product/service design
and carrying out thorough review of new productigiedefore production. The least

practiced was the involvement of everyone in tragpct/service design.

In ranking the summary of service quality managdmaactices, top management
support and commitment was ranked first with a msaore of 4.09 implying therefore
that majority of the petroleum distributing firms Kenya have adopted top management

support and commitment as part of their servicdityumanagement practices. Customer
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focus with a mean score of 4.04 was ranked in theorsd position. Employee’s

involvement comes third followed by quality infortiman and analysis, product/service
design, and employee training and development thighmean scores of 3.72, 3.71 and
3.68 respectively. Rewards and recognition waseadnést with a mean score of 3.52, an
indication that it is the least adopted serviceliguananagement practice among the

surveyed petroleum distributing firms in Kenya.

5.2.2 The Challenges Affecting Implementation of $eice Quality Management
Practices by Petroleum Distributing Firms in Kenya

The study established that lack of visionary legkigr was the biggest challenge
hindering the implementation of service quality @m@ament practices by petroleum
distributing firms. This was followed by lack ofpgananagement support wile lack of
employee commitment was ranked in the third pasitinefficient transport rail and road
networks; lack of enough resources in a firm, latkenough resources, the resistance to
change by employees and lack of adequate informasowell as long lead to import
petroleum product were ranked in the fourth, fifsixth, seventh and eighth positions
respectively while setbacks related to costs oflementation was ranked the least
challenge affecting implementation of service dyalmanagement practices by

petroleum distributing firms in Kenya.

5.2.3 The Relationship between Service Quality Mamggment Practices and
Operational Performance in Petroleum Distributing Frms in Kenya

The study derived the regression equation modelchwvhindicates that operational
performance of petroleum distributing firms in Kanyould be at 2.605 when holding

top management support and commitment; employeesihiement; customer focus;
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training/development; quality information and arsédy rewards and recognition and
product/service design to a constant zero and HQgirw all other relevant factors
constant. The regression equation however, doeserplain fully the relationship
between service quality management practices aachtipnal performance in petroleum
distributing firms in Kenya since the value of Adgljed R Square was found to be 0.055,
which is very small while significance value wa812 implying therefore that the seven
aspects of the extent of adoption SQMPs are ingegnit in explaining the operational
performance of petroleum distributing firms in Kanyhus, apart from the seven aspects
there are other factors that affect the operatipesformance of petroleum distributing
firms in Kenya. Finally, despite the insignificaelationship, from the correlation matrix,

the correlation coefficients for six out of the se\6QMPs were found to be significant.

5.3 Conclusions

The study findings are in line with the observasianade in the literature. The findings
that the adoption of service quality managementtes by petroleum distributing firms
in Kenya is inevitable and is already effected bgng of the firms concur with Jin
(2005)’s assertion that the practices of servicalifumanagement are inevitable since
they provide entities with holistic management gédphy that focuses on continuous
improvement in all functions of a service organmat The practices as stated by Jin
(2005) are top management support and commitmeglogee’s involvement, customer
focus, employee training and development, qualitiorimation and product/service
design. As revealed by the study, top manageme@muostiand commitment is the most
adopted service quality management practice byleetm distributing firms in Kenya.

This corresponds to Saraph (1989)'s argument in rthgewed literature that top
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management plays a decisive role in paradigm shiftsritical areas such as quality
management, product development and innovation.nWWye management is committed
to quality it will assign a higher priority to quigi provide adequate resources to the
implementation of quality management efforts, angest in human and financial

resources and make quality a dimension in perfoceavaluations for everyone in the

organization.

The findings on the challenges affecting implemgoitaof service quality management
practices by petroleum distributing firms in Keng@arespond with the assertions made
in the literature. For instance, the findings thetk of visionary leadership affects
implementation of service quality management pecastiby petroleum distributing firms
in Kenya is in agreement with the argument put &dvin the literature review by
Nwabueze (2001) that lack of visionary leadershithva clear understanding of the
concepts of service satisfaction, quality, and @glis a great challenge in stimulating the

entire organization toward accomplishing a sergigality management vision.

The study results that lack of top management stgsoanother challenge affecting the
implementation of service quality is also consistenwith the Rajendran and
Anantharaman (2001a)’s suggestion that top managecoenmitment to service quality
management is a prerequisite for effective andessgfal implementation of high quality
services. The findings that lack of employee commaitit; lack of enough resources in a
firm; lack of enough resources; resistance to cadnygemployees and setbacks related to

costs of implementation are in line with Keatinglatarrington (2003)’s observation that
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inadequate perception of service quality managenpeattices by most employees,
resource constraints and the employee resistaohdoge, are major challenges to the

implementation of SQMP.

5.4 Recommendations

The researcher recommends that service quality gesmant practices, especially top
management support and commitment, employee’s vwewadnt, customer focus,

employee training and development, quality infoioratand analysis, rewards and
recognition and product/service design, should depted by every firm, in the

petroleum industry and other industries that cosgpthe Kenyan economy due to their
positive impact on operational performance. Thagishould also be in the front run in
addressing the challenges which affect the impleatem of service quality management

practices in order to reap the full benefits ofstheractices.

The researcher further recommends that policy nsaklee the ERC and MOE should
ensure that all petroleum distributing firms in Kanfully adopt service quality
management practices as one way of ensuring tlatgtlvernment gets maximum

revenue from these firms and this will lead to é&etind improved lives of Kenyans.

5.5 Limitations of the Study

The study was faced by a number of limitationsstfiyr the study adopted a descriptive
cross sectional survey that involved a single roahdata collection that affected the
study effectiveness and accuracy. Secondly, theareBer faced some resistance from

some of the respondents as they feared that themation they gave would be used by
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competitors to fight them business wise. This wawsédver resolved through the issuance
of the introduction letter and explanation that théormation would be confidential.
Thirdly, the researcher also faced challenges nmgeof resources such as finances for
commuting to the different firms and time in thexse that, a lot of time was needed for
going to the firms, meeting with managers, convigdhem to fill the questionnaires and

finally going back to pick them.

5.6 Suggestions for Future Research

The study only covered petroleum distributing firmd<enya. Petroleum industry is just
one of the many sectors in our economy, meaningalade knowledge gap exists and
there is need to carry out similar research in @hegctors. The adoption and
implementation of service quality management pecastiin all sectors of Kenyan
economy will go a long way in improving service idety; better customer satisfaction

hence improved GDP.

Since the explored seven aspects of SQMPs werel famube insignificant in explaining

the operational performance of petroleum distriftirms in Kenya, a study should be
carried out among the petroleum distributing firm&enya to explore other factors such
as firm size and years of operation that may endélermine fully the factors that affect

the operational performance of petroleum distritgifirms in Kenya.

The same study may be replicated across differshistries in order to establish the

effect of service quality management practices perational performance and compare
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the results since the business environment is dynaarbulent and varies from industry

to industry.
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APPENDICES

Appendix I: Introduction Letter

UNIVERSITY OF NAIROBI
MOMBASA CAMPUS

Telephone: 020-2059161 Tel: 020 2059161
Telegrams: “Varsity”, Nairobi Mombasa, Kenya
Telex: 22095 Varsities

DATE: 307H July, 2014
TO WHOM IT MAY CONCERN

The bearer of this letter, Munyao Samuel of Registration Number
D61/73281/2012 is a Master of Business Administration (MBA)
student of the University of Nairobi, Mombasa Campus.

He is required to submit as part of his coursework assessment a
research project report. We would like the student to do his project on
Effect of Service Quality Management Practices on Operational
Performance of Petroleum Distributing Firms in Kenya. We would,
therefore, appreciate if you assist him by allowing him to collect data
within your organization for the research.

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

Thank you.

/>Jose€ph Afanga

Assistant Coordinator, School of Business-Mombasa Campus
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Appendix II: Research Questionnaire

Section A: General Information.

1. Name Of the COMPANY.......uitiit it e e e e e e e e

2. Duration in Business:

(] 1-5 Years [16-10 Years [111-15Years

[] 16-20 Years [] 21 and above Years

3. Do you have a service quality management degattn

[0 Yes [1 No

Section B: Extent of Adoption of Service Quality Mamagement Practices

Please indicate with a tick the extent to which you agree with the following statements

Use the following scale:
1= Strongly Disagree; 2= Disagree; 3=Not Sure; 4=gkee; 5=Strongly Agree

Top Management Support and Commitment

Description 1 ]2

1 | Management provides the necessary resources to/ aart
activities efficiently.

2 | Top management is actively involved in quality imypeEment.

3 | Management service quality objectives are disseiethdo all
employees.

4 | Top management is evaluated for service qualitiop@ance.

Management encourage employee to consider custoesels and
expectations.

62




Employee’s Involvement

Description

1 | Employees are encouraged to be totally involved gimality
improvement.

2 | Management let employees participate in achieviggmisationa
goals.

3 | Employees are responsible for the tasks they paréomd inspect
their own work.

4 | Employees get feedback on their quality performanod are
encouraged to give comments.

5 | There is bottom-up, top-down and horizontal comroation

among all staff.

Customer focus

Description

1 | Customers are integrated in product/service dewadop process.
Your firm carries out studies to evaluate custosagisfaction.

3 | Your firm carries out studies to determine its oustr needs and
wants.

4 | Your firm has a system to collect customer compéaand address
them.

5 | Your firm encourage its customer to give feedbackgoality and

delivery performance.

Employee Training/Development

Description

Your firm provides continuous training for its mgeaial staff.

Company offers continuous training for its non ngeral staff.

Training needs are always evaluated and addressed.

Firm measures employee satisfaction on the trairengived.

gl b W N| =

Employees are trained on team working.
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Quality Information and Analysis

Description

Your firms harness information to improve its kesogess ang
services.

Quality data and information is available to adif&t

Your firm collects data and analyse data relatatstactivities.

Quality data and information is timely and readilailable.

gl Ml WO N

Quality data are used to evaluate supervisory andnageria
performance.

Rewards and Recognition

Description

Company has reward system to appreciate employegladions.

Reward policy and criteria is known to all employee

Employees are well motivated.

Al W N

Employee’s enumeration is proportional to work kfenge and
contribution.

Product/Service Design

Description

1 Company does thorough review of new product/sert@sgn before th
product/service is produced/offered.

2 | Product/service design and development involvesyboely.

New product/service is tested before its offeredustomers

Customer requirement are factored in the developroEa new
product/service design
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Section C: The Challenges Affecting the Implement&dn of Service Quality
Management Practices

Please indicate with a tick the extent to which you agree with the following statements.

Use the following scale:

1= Strongly Disagree; 2= Disagree; 3=Not Sure; 4=gkee; 5=Strongly Agree

Challenge Description 1, 2 3| 4/ 5

1 |Lack of employee commitment hinders the success of
service quality management practices implementation

2 | Long lead time to import petroleum product adversdfect
the implementation of service quality managemeatices.

3 | Inadequate information on service quality manageémen
practices hinders their successful implementation.

4 | Lack of enough resources in a firm can be a sowifce
unsuccessful  implementation of service quality| a
management practices in that firm.

5 Implementation of service quality management pcasti
cannot be successful without top management support

6 | Resistance to change on the part of employee canchese
of failure in implementing service quality managerne
practices.

7 |Lack of visionary leadership is a hindrance to [the
implementation of service quality management pcasti

8 | Inefficient transport rail and road networks areuses oOf
failure in implementing of service quality manageme
practices by petroleum distributing firms in Kenya.

9 | The cost of implementation of service quality maeragnt
practices is a setback in their implementation finm.

10 | Other(s).Please specify
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Section D: The Effects of Service Quality ManageménPractices on Operation

Performance

Please indicate with a tick the extent to which you agree with the following statements

Use the following scale:

1= Strongly Disagree; 2= Disagree; 3=Not Sure; 4=gkee; 5=Strongly Agree

Description 1|12 |3

1 | Service quality management practices improve firodpctivity

2 | Service quality management practices implementaigrances
firm’s efficiency.

3 Implementation of service quality management pcastireduce
the cost of quality.

Uy

4 | Service quality management practices implementagohances
firm’s capacity utilization.

5 Implementation of service quality management pcastireduce
operations cycle time.

U

6 | Service quality management practices adoption exlube lead
time of importation of petroleum products.

7 | Timeliness in delivery can be improved by implenagion of
service quality management practices.

8 | Service quality management practices implementatieduces
errors and defects in service delivery.

9 | Implementation of service quality management pcastileads to
improved vendor relations.

10 | Service quality management practices implementagosures
waste reduction in service delivery.

END

THANK YOU FOR TAKING YOUR TIME TO ANSWER THIS
QUESTIONNAIRE!
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Appendix IlI: List of Petroleum Distributing firms in Kenya

NO | COMPANY
1 | HASS PETROLEUM
2 | GAPCO KENYA LIMITED
3 | BANODA OIL LIMITED
4 | KENOL KOBIL LIMITED
5 | VIVO KENYA LIMITED
6 | RIVAOILS KENYA LIMITED
7 | MULOIL KENYA LIMITED
8 | MOGAS INTERNATIONAL LIMITED
9 | ROYAL PETROLEUM LIMITED
10 | ADDAX KENYA LIMITED
11 | RIVAPETROLEUM DEALERS LIMITED
12 | BAKRI INTERNATIONAL ENERGY KENYA LIMITED
13 | OILCITY SERVICES LIMITED
14 | REGIONAL OIL KENYA LIMITED
15 | PETRO OIL KENYA LIMITED
16 | GULF ENERGY LIMITED
17 | TOTAL KENYA LIMITED
18 | NATIONAL OIL CORPORATION OF KENYA
19 | FOSSIL FUELS LIMITED
20 | OILCOM KENYA LIMITED
21 | JADE PETROLEUM LIMITED
22 | HASHI ENERGY LIMITED
23 | DALBIT KENYA LIMITED
24 | INTOIL OIL KENYA LIMITED
25 | GALANA OIL KENYA LIMITED
26 | LIBYA OIL KENYA LIMITED
27 | GLOBAL PETROLEUM PRODUCTS KENYA LIMITED
28 | ESSAR PETROLEUM EAST AFRICA LIMITED
29 | ENGEN LIMITED
30 | TROJAN INTERNTIONAL LIMITED
31 | KENYA PETROLEUM REFINERIES LIMITED

KENYA PIPELINE COMPANY
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Appendix IV: Correlation Matrix

68

Top
manage Quality
Operatil ment inform
onal |[supportEmploy Trainin| ation | Rewar
perform and ee |[Custg gor and [ds and Product/
ance | commit|involve| mer [develod analysirecogn| ervice
index | ment | ment |focus| ment S tion | design
PearsoOperationy 1.00¢ 3471 .38§ .350 304 418 .258 496
n al
Correlaperformar
tion  ce index
Top 347 1.00q .809 .77 594 .697 .421 487
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ent
support
and
commitm
ent
Employeef .38 .809 1.00q .6774 .537 .61Y] .27C .634
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focus
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or
developm
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Appendix V: Proposal .Correction Form

UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
PROPOSAL CORRECTION FORM

Student Name.. Mlunyae Samauel.
Registration Number..... B> QSI’FB QSI}'R ;R et U,

Title 6f Project Proposal. E_ﬁmﬁ o Senned. Qhuality, Mﬂq?ﬂmu\b

Peaictr. on.. Qpershobal. Fergemensn og. Betmienm

Dosrauning.. Fioros, o Keng@ s
“The student has done all the comections as suggested doring the Proposal Presentation and can
now praeged to collect data. -

Name of Supervisor. Qd ek §.0. . ..Signature, Sersldon
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