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ABSTRACT

Change is a constant reality in life and businedssag a part of everyday life are
affected by the ever changing dynamics of the lssrenvironment. Effective change
management is therefore a fundamental requirentemny organisation’s survival or
success in the current world. . Most organizatibase adopted a planned change
management so as to address the threats and tHenegeas and capitalize on the
opportunities and strengths as they implement ahabDgferent tools and methods have
therefore been developed to drive and manage changle organizations by different
scholars such Lewin and Kotter have developed eetlstepped and eight stepped
approaches to change management. Japanese cosnpawever seemed to use a
different approach to change management and tthigléheir companies such as Toyota
becoming very competitive in the global market. yimamed this tool Kaizen which is
derived from Japanese words ‘ Kai’ and ‘zen’ whiokean ‘change’ and ‘good’
respectively. The study sought to establish theeriv@tional change management
practices adopted through Kaizen and the challemgesuntered at Unga Holdings
Limited. The research design used for the study avaase study and five interviews
were carried out using an interview guide. The ifigd of the research showed that
although top management initiated the changes gaUHboldings, there was continual
involvement and support of all the employees anddtakeholders in the application of
Kaizen in the change management programmes. Ttlisdied from the formation of the
vision and mission statements to the continual tong and evaluation of the
performance of the organization.
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DEFINITION OF KEY TERMS

Kaizen Japanese for "improvement”, or "change is goodhti@aous

incremental improvement of an activity to createenaalue with

less waste.
Gemba means ‘real place’ or the place where real acaféles place
Muda Waste



CHAPTER ONE
INTRODUCTION

1.1.1 Background of the study

In the current world of business fundamental arcte@mental changes are constantly
occurring in the internal and external environmehbrganizations. This threatens the
survival of organizations that may have been inerise for many years and termed as
stable or infallible. One of the primary functiooEmanagement is organizing and using
the available resources in ways, which minimizeebminate the impact of adverse

changes and capitalize on the favorable opporasiirought by change.

Prudent managers therefore have realized the reedhticipate, recognize, plan and
implement adequate changes in a timely manner wdnslires financial and operational
efficiency, effectiveness and success. The adaptat change is reflected through
continuous product innovations, service excellearo@d the general management practices
of the firm in an industry. Hoskisson (2004), maint that to maximize long term
effectiveness, organizations must develop the ¢gptx cope with daily events in the
environment and with the external events that asth unexpected and of critical

importance.

To effectively deal with the change, emphasis hesnbput on management techniques
which focus on employee involvement and empowerntigrugh teamwork approach
and interactive communications. However in 1980gadase companies in quest for

global commitment demonstrated greater commitmerthése management techniques
1



and the philosophy of continuous improvement thagsi®n companies did. For such a
philosophy the Japanese used the term Kaizen. Japanese concept of change
management was exported to other countries. lbélgeng, Japanese companies such as
Toyota were the only ones who implemented Kaizetheir subsidiaries. Over time,
other organizations have also adopted this con¢épga Holding Limited adopted the
use of Kaizen to improve its performance in 200fisTwas after the milling market
liberalization which led to increased competitiorthe industry. The case study focused
on determining the success of Kaizen as a changmageanent strategy for Unga

Holdings Limited.

1.1.2 Concept of International Business
Bennett (2011) defines international business amnoercial activities across national

frontiers that concerns the international movenwérgoods, capital, services, employees
and technology; importing and exporting; cross bordransactions in intellectual

property via licensing and franchising, investmentphysical and financial assets in
foreign countries; and the import to one foreignroy of goods from a second foreign

country for subsequent local sale.

Businesses engage in international business inr e¢odexpand sales, acquire resources
from foreign countries, or diversify their actigs Anderson (1993). Specific reasons for
expanding businesses abroad may include the satucdtdomestic market, discovery of
lucrative opportunities in other countries, the chée obtain materials, products and
technologies not available in the home country.okding to Casvusgil et al (2010) the

force behind the development of international besinis the concept of globalization.

2



Technology has made it possible to access varicarkeats in the globe within a very
short time. This has largely influenced compamtesxpand their market share to other

countries other than the parent country.

1.1.3 Kaizen within International Context
In 1986 the book Kaizemhe Key to Japan’s succes®ss published; since then the term

Kaizen has come to be accepted as one of key conceptsanvdgement. In the first
decade of the twenty-first century Toyota Motor Qamy surpassed General Motors to
become the top automotive manufacturer in the waddsuccess was highly attributed to
Kaizenorganizations worldwide from manufacturers, hodgpitabanks, software
developers and Governments have championed chantge iinstitutions using Kaizen
philosophies, mindsets and methodologies. The sabfighese strategies have been
changing over the decades depending on the ordmmgaadopting names such as
continuous quality improvement and total quality n@gement, to just-in-time and

operational excellence, to six sigma and lean neatufing (Imai 2013)

Other than Toyota, other organizations have adopiaden to manage change and
improve their production successfully. Some of déhganizations are Walt Disney which
used Kaizen aiming to exceed customer expectatipagatas the largest manufacturer
of textiles and sports shoes in Argentina and it jpgnture partner with Nike USA used
Kaizen to address the quality issues and Leyland Truck$ LtBritain’s leading
commercial vehicle company used Kaizen to intredwhanges that led to its
productivity. Kaizenis a low- risk change management approach becaose t

organisation can go back to the old way withoutimiag large costs. According to Imai
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(2013), Masaaki Imai, Chairman of Kaizen Instituteroduced the concept of ‘Gemba
Kaizen’. Gemba in Japanese means ‘real place’eopldéice where real action takes place.
In the manufacturing sector, Gemba is the factastyile in the service sector; Gemba

refers to administrative offices.

Imai (2013) emphasizes on management involvemennamtenance of the current
systems and improvement towards the desired forzdfaito succeed. He further
emphasizes that processes must be improved foltg@suimprove. Failure to achieve
planned results indicates a failure in the procé&®cess oriented approach hence should
be applied in the introduction of the various Kaiztrategies: the plan- do-check-act
(PDCA) cycle; the standardize-do-check-act (SDCy¥le; quality, cost, and delivery
(QCD); total quality management (TQM); just-in-tim@IT); and total productive
maintenance (TPM).

1.1.2 Management of Change

Change is an intentional attempt aimed at improvirgoperational effectiveness of the

organization. Burnes (2004) notes that change eandwed as an ever present feature of
organization at both operational and strategicléevi&ccording to Nadler (2006) change

can be categorized into two; strategic and operatidtrategic change occurs mainly at
corporate level and involves fundamental changdlearbusiness of organization and its
future direction. It is concerned with vision, mas values and corporate philosophy
with the aim to achieve organizational effectivend3perational change occurs mainly at

business level and involves routine activities witithe organization to achieve
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efficiency. Operational changes are often proagtieasures to adapt to industry changes

or to improve processes for competitive advantage.

Doyle (2012) defines change management as thecatiph of the set of tools, processes,
skills and principles for managing the people sidechange to achieve the required
outcomes of a change project or initiative. As sublke skills required to lead, manage
and implement change are being incorporated intoettisting expectations, roles and
responsibilities of managers and other employeesk Lof understanding of change
implementation techniques and the inability to nfypdine’s management style or

organizational functions are cited as barrierauttcsss (Gilley, 2005).

Transformational change requires change within tleisting paradigm and
organizational routines; it entails a change inttdileen for granted assumptions and the
way of doing things. It is a fundamental changehimithe organization requiring a shift
in strategy, structures, systems, processes amareuBrightman (2001), define change
as a cyclical process. They further note that ckanmgnagement cycles go through the
process of understanding the current situationerdening the desired state and
developing a change plan, enlisting others and Idpwey a critical mass and tracking
and stabilizing results. It also involves the pssef coming up with a vision and
planning how to achieve the vision.

1.1.3 Milling sector in Kenya

The milling sector in Kenya is very competitive, inig because of its low entry barriers.



All that is needed is a small mill and a sourcegi@Ein to become a competitive player
(Windmill 1997). With the entry barriers this loand the flour being a staple food for
the country, it all boils down to pricing. Majoritf the Kenyans in the rural areas use the
local posho mills for their flour needs while mafprof the large milling firms are
confined to the major Kenyan towns. Though Kenyansagricultural country, there are
regular shortages of grains which are the raw nadgeior the millers. The shortages lead

to fluctuating prices which adversely affect thegtions of the industry.

The Flour Milling Industry is characterized by makegy features which distinguish it
from other sectors of the economy. With turnoved @&arnings driven primarily by
market share and capacity utilization, the majdeiaeinant of success among its players
is organic growth and cost leadership (Owuor, 200Bg level of competition that exists
within the industry is extremely high. The succedseach individual company is
dependent on its ability to gain market share amlhas made the industry players to go
through various lengths to increase capacity amdanage their costs. (Rotich 2013)

1.1.4 UngaHolding Limited

Unga Holdings Limited is one of the leading Huma @Animal Nutrition companies in
Kenya; it is a subsidiary of Unga Group Limited.danGroup Limited was established in
1908 by the late Lord Delamare primarily to mantdee and market wheat flour. Unga
Group Limited was publicly listed at the Nairobo8k Exchange in 1956. Today, Unga
Group is headquartered in Nairobi and is the hgldiompany for Unga Investments
Limited who own Unga Holdings Limited. Unga Holds Limited has four operating

companies - Unga Limited (human nutrition), UngankaCare (EA) Limited (animal
6



nutrition and health), Unga Millers (Uganda) Lingdtéhuman and animal nutrition) and
Bullpak Limited (paper packaging). Unga Limited mails in Eldoret and Nairobi; Unga
Farm Care has manufacturing facilities in Nakuru aairobi. These facilities are

supported by well-equipped analytical laboratofMstai, 2013).

Unga Holding Limited has a reputation of observarafevery strict and ethical
procedures in procurement of raw materials, pradagctsales and distribution hence
superior brands. For over 60 years Unga Farm (&#¢ [td an affiliate company of
Unga Holdings Limited manufactures and distribwgeality animal nutrition products as
the market leader in the industry. The company etarkour major product categories:
feeds, minerals, premixes and animal health predudnhga Limited's major Maize
brands targeted at the emerging market for heddibgs. and in the wheat category there

is family of specialty home baking flours

In mid 90s Unga Holdings Limited underwent throughange process that was
necessitated by the liberalization of the Kenyaronemy leading to increased
competition which threatened Unga’s core marketoufh the change was necessary,
the methods used were either too drastic and taegehdrivers not well thought out for a
company as big as Unga. This resulted to a huderfahe profits of the company
culminating in a Kes708 million loss in 1998.(Gith@007). In 2007, Unga decided to
start adopt the use of Kaizas a continuous improvement hence a change manageme
tool. Since then the management has shown comgetenitment to this Japanese mode

of change management to change its fortunes.
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1.2 Resear ch Problem

Change management is the process that requiresnaqal and structured approach to
help align an organization with the changes indperating environment. It involves the

organizational and behavioral adjustments that nieéstmade to accommodate and
sustain change. The objective is to maximize thkective benefits for all people

involved in the change and minimize the risk otui@ of change. To ensure that the
organization achieves its objectives of change-nta@ or increase its market share,
improved efficiency and revenue generation and ptadadership change management

is an effective tool that ensures that these goa&schieved

Unga Holdings Limited adopted the Japanese apprdactenwhich advocates creation

of a vision of the future and moving towards itincremental steps at all levels of
organization. Japanese are able to use this @oetsch has given them the reputation
of a nation that makes ambitious long term plangiwthey have slowly, relentlessly and

successfully achieved.

Several studies have been done on change managelifilemént scholars. Gichohi
(2007) noted that as a result of the market lileatibn, Unga Holdings Limited had to
undertake a change in order to survive. Thereneasl for a complete overhaul of past
strategies Unga hence resulted to changes imgéizational structure, lay-offs of non-
essential staff, changes in the credit policiegp#dn of new channels of distribution,
selling non-core assets, ceiling the wage bill emst leadership. The adoption of a liberal

credit policy resulted in cash flow and liquidityoplems, heightened provisions of bad
8



debts and expensive external financing arrangemesnise worsening the company’s
indebtedness. Unga Holdings also suffered from acedwstaff morale, staff resistance,
job insecurity and retrenchment which led to logsnecessary skills especially in

production and distribution functions.

In the year 2007 Unga adopted the use of Kaggea change management tool. Kariuki
(2013) did a study oKaizenand organizational culture in manufacturing firm¥ienya;
she concluded that there was a positive correldbetiveen continuous improvement
practices and organizational performance in the ufamturing sector. This was
evidenced by waste reduction in production, lowerduct and service costs during
production and distribution, increase operatiorfficiencies in their value chain and
increase innovations (new ideas, products & sesyicEo this end, this study seeks to
address the question has Unga Holdings Limited lseeeessful in the application of

Kaizen as an international approach to managinggef2

1.3  Research Objective

The objective of this study was to establish thpliagtion of Kaizenas an international

approach to managing change by Unga Holdings Ldnite

1.4  Valueof the study

For the scholars, the study provides additionairimftion to the body of literature in the
field of use of Kaizen as a change management liente transformation of Kaizen

practices; various scholars can also conduct g studerify the study's findings



For Managers the study findings will provide usednld pertinent information and that
would enable them to consider adopting Kaizen elsamge management tool in Kenyan

organizations with understanding of the challertgesxpect.

The study will help understanding the use of Kaizsngiving insights to the best
practices to adopt and manage change the milliogpiseOther studies on “Kaizen” as a
change management too have been done mostly inopedeworld and done in other

sectors other than the milling Industry in Kenya.

The study will be useful to management of Unga khgd in implementation of
decisions the effectiveness of Kaizen as a charggagement tool in order to enhance
positive opportunities and minimize disruptive agpeManagers implementing Kaizen
in change transition can use the study to deteteinpial challenges to change and adopt

the appropriate strategies to manage change.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

The chapter covers the literature review and exgldhe theoretical foundation of the
study, Kaizen, change management, and challengasaniye management and practices

to adopt in managing change.

2.1 Theoretical Foundation of the Study

Many scholars have developed different models ofinge management that
organizations may adopted when faced with chan@e.1951 Kurt Lewin a social

scientist introduced the three-step change model.vidwed behavior as a dynamic
balance of forces working in opposing directiondit¢hell 2012). Normandin (2012)

further noted that according to Lewin, the drivifgyces facilitate change through
pushing employees in the desired direction, whilstraining forces hinder change by
pushing employees in the opposite direction. Lewoted that the forces must be
analyzed and used the Lewin’s three-step modehefmshift the balance in the direction

of the planned change.

Lewin (1951) breaks down change management ineg tfiage model these stages are :
unfreeze stage which is based on the assumptaintbst people make an active effort
to resist change. In order to overcome this tengl@ngeriod of thawing of unfreezing is

initiated through motivation for employees to skargye is needed. The second stage is

11



the transition stage, at this stage change isatedi and the company moves into
transition which may last some time. Adequate lestldp and reassurance is necessary
for a successful process. After change has oatuared has been successfully
implemented and accepted, the company stabilizem amnd the staff refreezes as they
operate under the new guidelines. This is the stayds called refreezing stage when

the equilibrium is attained.

Change management is influenced by changing paredig the field of management of

organizations. Kanter (1992) states that the moalethange process tend to share three
basic stages. The first stage involves questioiingy organizations current state and
dislodging accepted patterns of behavior. The skcstage is a state where new
approaches are developed to replace suspendedtoliies. The final stage consists of

institutionalizing the new behaviours and actigtid@here are many change theories that
have been conceptualized on how successful chaageehs. The theories serve as a
testimony to the fact that change is real and carolbserved and analyzed through

various steps and changes.

According to Kotter (1996), major change effortsvénahelped organizations adapt
significantly to shifting conditions, improved trmmpetitive standing of others and
positioned a few for a far better future. For chang be effective, two critical aspects
must be looked into by the organizations managenteatbusiness dimensional and the
people dimension. The business change elementththatanagement must consider the
following five elements, the need for change, tisatwhy the change is necessary, the

change strategy, the scope and objectives of tlaageh and the business processes
12



change, systems and structures, this will show lgvels of the change. Change

management can either be planned or emergent.

An emergent change is viewed as a continuous opeedeand unpredictable process of
aligning and realigning the organization to its mfiag environment. It recognizes the
need for organizations to align their internal pices to the external conditions. Under
this approach, change cannot be characterized ratiomal series of decision making
activities and events. Change is not a seriesnefali events within a given period but
rather a continuous process. It emphasizes on rotip approach. Grundy (1993)
defined emergent change as change which is mankeapid shifts in strategy, structure

or culture or in all three.

Nelson (2003), states that change cannot be reped to occur at a steady state, rather
there are periods of incremental change sandwitietdeen more violent periods of
change which have contributed to illusion of sti&pibnce assumed to be the case.
Although the discontinuous approach to change il esnployed in recent change
initiatives Duncan,(2001), there seems to be aems among contemporary authors
that benefits from discontinuous change do not lasg Bond,(1999). According to
Luecke (2003), this approach allows defensive belacomplacency, inward focus and

routines which again creates situations where nrajorm is frequently required.

Planned change view organizations as a processoofng from one fixed state to

another through a series of preplanned steps (Gat998). It emphasizes on top down
13



approach and distinguishes change that is cons@suspposed to change that was
brought about by accidents or impulses. Burnes 4P@Xplains that planned change
involves common sense, hard work which is applidigehtly overtime, a systematic

goal; oriented approach, and valid applied knowgedigout organizational dynamics and
how to change them. It places high value on dentigaetaon of organizations through

power equalization through five main approacheg@mering employees to act, creating
openness in communications, facilitating ownershipthe change process and its

outcomes, promotion of culture of collaboration @ndmotion of continuous learning.

Given the dynamic work environment that exists insimorganization, understanding
planned change and its components for successaseassary skill for managers involved
in implementing short and long term strategic otiyes. Bossidy (2003), suggests that
the value placed on knowing how to manage is irsinga Leadership, effective
communication and teamwork are among the most itapbrelements for planned
change Hewison(,2003). The role of leaders is fagkited. Schifalacqua, (2009) states
that an impassioned champion is essential in ahgh models because they provide
inspiration, visions and support to everyone inedlvFurther, Murphy (2006) suggests
that leaders should be seen as team players vathaime goals as the rest of their team,
rather than as stereotypical organizational leaders

2.3 Kaizen I deologies

Kaizen deals with managing change and is a metbggolused to improve
manufacturing operations, on a continual and inergal basis following the right steps

by establishing a plan to change whatever neetle improved, carrying out changes on
14



a small scale, observing the results and evaluatwegresults and the process and
determining what has been learned. This approashptemised on the assumption that
employees are the best people to identify roomnfirovement since they are involved
in the processes in action all the time. This isi@ced by motivating employees through
rewards for their contribution to constantly impeotheir surrounding Imai (1986).
Kaizen involves everyone in the organization framp thanagement, to managers then to

supervisors and to workers.

According to Imai (2013) Kaizen operates at thaviddial level, or through groups or
guality circles which are specifically brought ttiger to identify potential improvements.
This encourages team work or cell production stheeimprovements could form part of
team’s aim. The main features of Kiazen are basedprovement based on focusing on
small changes rather than radical changes that tmaglse from research and
development. Further, ideas come from the workeakimg them less likely to be

radically different hence easier to implement.

Kaizen focuses on employee involvement and empowetrnthrough interactive
communication and teamwork approach and on impgojoh design. This enables them
to improve their global competitiveness and dematst greater commitment to
continuous improvement compared to the western eomp. Hammond(1991) .
According to Imai (1986), the philosophy assumeat ttour way of life deserves
continuous improvement” Thessaloniki (2006) notest tKaizen improvements have a

process focus therefore they generate a processted thinking which is people-
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oriented, and is directed at people's efforts. &athan identifying employees as the
problem, emphasis is given that the process istdahget and employees can provide

improvements by understanding how their jobs tib ithe process and changing.

According to Imai (1996), today’'s managers ofterplgpsophisticated tools and
technologies to deal with problems that can beexblwith a common sense, low cost
approach. Kaizen however involves setting standaras then continually improving
those standards, providing the training, materaisl supervision that is needed for
employees to meet those standards on an on-gosig. l&aizen is also emphasizes on
which begins with the customer, noting that cust@maews are continuously changing
and standards rising hence the need for continupiovement.

2.2.1 Kaizen within International context

Resht’'s (1998) based on theoretical contributiorsexperience concluded that “Kaizen-
oriented suggestion systems are transferable teJapanese cultural environments.” In
transitional countries in Eastern Europe, the Kaizeems to be easily transferable as a
change management tool because the employeessef dhganizations are eager to learn
advanced technologies and management systems edpédm abroad in order to
survive in the international competition Bruijir010). Tasie (2009) in his study on the
use of Kaizen in Nigeria, Ghana, Zimbabwe, and kempmes to the concluded that if
African countries are to use Kaizen to improve itireanagement styles efficiently and
effectively, caution must be applied otherwise ¢hemls in the absence of the requisite
group cohesion, organizational loyalty and flexipiln attitude, may at best serve only a

window dressing purpose.
16



Ishiwata (2009) studied the implementation of Kaiae Africa and in particular in Ethiopia
and noted that there are challenges because igaffrcountries have a socialistic nature
where power is mainly concentrated in the handa tdp manager. Whereas Kaizen’s the
basic concepts are to empower the workers. Furtblginvata argues that the sources of the
loss in productivity in Africa are mainly found side the company. There are delays in the
delivery of materials and sudden interruptionsraeos from retailers and traders. Given this,
Ishiwata suggests that there needs to be improvieméusiness networking, both backward
and forward, if business productivity is to imprdee most African manufacturers.

2.4 Challenges of Change M anagement

Change is usually implemented for positive reasmrisemployees often respond negatively
towards change and resist change efforts. Klin®@{2@xplains that this is because change
fosters uncertainty about the future, stimulates &bout job loss, status quo and is naturally
threatening. Employees do not resist all changly, dmange that they do not understand or
that they see as psychologically or economicalhgdtening. Hayes (1996According to
Kottler (1996), one of the reasons change procedagsis because companies
underestimate the importance of individuals invdlirethe change and their interactions.
Carnall (2007) noted that it would help if peopladarstand what is to be achieved, why,

how and by whom.

A continuous training module for employees in nesgaa of operation is put under
change department. Most organizational changes $s@we impact on informal networks
in the organization. Breaking-up a closely knit l#group or changing social
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relationship can provoke resistance. Informal gsodgar that their cohesiveness or
existence is threatened by change. This is truenwgheup members feel a strong sense of
belongingness to the group and perceive that treup is superior to others (Kotter,
1996). Social reasons for resistance include negarorational set-up requiring new
social adjustments which are not liked by people ttustress and strain. Most workers

fear that the new set-up will be less satisfyirantkhe present set- up.

Change processes that aim to change the cultutbeobrganization are difficult to
operationalize because of the inherent difficuittyuncovering the informal systems that
guide people’s behaviour Robinson (2002).Orgaronadi culture refers to a set of shared
values, belief, assumptions and practices thateslaap guide membersattitudes and
behaviour in the organization. Most of them are entbreoretical than practical hence
using a mix of insider knowledge and experienceasakchallenging for organization to
manage change.

2.5 Managing Challenges of Change

Some of the practices used to overcome challengelside communication, employee
participation and involvement, management suppadt @mmitment, training, negotiations
and manipulation. Communication is regarded as Iyigmportant in the successful
implementation of the change processes, because used as a tool for announcing,
explaining and preparing the change Daly,( 200®m@unication is essentially viewed as
the collective interactive process of generating amerpreting messages between people

within the organization through either directiof@ahe-way) or bidirectional (two-way).
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The communication strategy is perceived as a mestmato clarify the facts to stakeholders
of what is going to change, why and what beneffiey tcan expect to derive from the change.
Open communication provides for feedback, inputglaints and for the full involvement
of all personnel in the change process. The impefuthe change process is to rely on
people. This requires management to communicate pabple, communicating the vision,
the strategy, training and development Michelma&0@. Viable communication counts for
an increase in not only individual receptivenessatgp organizational change preparedness.

2.6 Empirical Studies

According to Kariuki (2013) there is small proli&ion of Kaizen in Africa due to the
limited number of players who bring in the practi¢tedividual companies have not
managed to be the major force in transferring Kaizlee activities of organizations such
as Kaizen Institute, Japan International Coopemafigency (JICA), Asia Productivity

Organization and International Labour Organiza{ii®) have been considered vital in

transferring the Kaizen method to Africa.

Shaari (2010) noted that the implementation of Kaihas been challenging because of a
lack of synergy between the requirements of Kaiaex the work ethics of local
industrial workers. Kaizen practices are embeddedhe Japanese culture which is
difficult to transfer to organizations abroad. Tdhesfunction of the Kaizen management
techniques occurs when the organization is inggasib domestic cultures of foreign
manufacturing companies. Kaizen is said to be medion the assumption that what
works in Japan has to be uniformly implementedtirencountries, and Japan insists that

foreign-owned companies must emulate its managesystem.
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Nderi (2012) in her study sought to establish #lationship between Kaizen implementation
and operations performance improvement in Kenyanufa&turing firms. The researcher
concluded that there was a strong positive relalignbetween Kaizen implementation and
operations performance improvement. This impliest tompanies that implement Kaizen
are likely to improve their operations performartoence achieve the change they were

seeking for.

Gichohi (2007) studied change management in Undanated that the change idea was
rushed and based on fear and panic hence lackijegtne analysis of the internal and
external environment. He further proposed thatetheas misdiagnosisf the problem;
hence wrong solutions were prescribed the leadindigastrous consequences. The change
design and implementation seemed to have beendnatiy handled and given a text book
approach rather on underlying organizational calnd dynamics - day to day core issues
and functionalities were ignored and so was themsamcation strategy. Staff resistance was
also observed due to the failure by the consultant$ the Group’s Board to adequately
involve the staff in the change process, leadirduced staff morale and organizational

performance and compromised the success of theevinotess.

The adoption of Kaizen as a change managemerivyddnga Holdings Limited in the year
2007 was meant to address the issues that came édning the change management. This
study seeks to address the implication of the apfitin of Kaizen as an international change

management tool by Unga Holdings Limited and trezess or failure thereof.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes various aspects of reseaetmodology that the researcher
employed in this study. These include the reseaesign, data collection and data
analysis.

3.2 Resear ch Design

The research was conducted through a case studyodhdt was aimed at getting detailed
information regarding using Kaizen as a change gream&nt tool in Unga Holdings Limited.
Case study can be defined as a form of qualitainadysis where one organization is studied
and it gives detailed investigation of a singlejsab According to Kothari (2004) a case
study involves a careful and complete observatiosooial events. It is a study that focuses
on the depth rather than breadth and places moghasis on full analysis of a limited
number of events or conditions and their interrefet. Primarily, data collected from such

a study is more reliable and up to date.

According to Cooper and Schindler (2006) a casgystuovides a very focused and valuable
insight to phenomena that may otherwise be vagkatywn or understood. Case study
designs are the most appropriate research desegeaige it is a study of a single unit hence
it facilitates intensive study and analysis of soém Further they note that Case study most
likely provides more realistic responses than alyustatistical survey. Case study is a one

approach that supports deeper and more detailesbtigation and answers how and why
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guestions. This research design was successfidly g Rotich (2013), Maroko (2013) and
Ogwora (2006) among others.

3.3 Data Collection

To meet the objectives of the study, the researclodected relevant primary data and
secondary data. Secondary data was obtained framfittancial statements, training

schedules, employees’ goal sheets, key skill arafixnand the project charter. In-depth
interviews were conducted with interviewees who evve heads of key departments in
Head office and charged with change implementatidohe key departments were;

Information Technology, Operations, Human resourE@ance and Marketing. The

interview guide used probing questions coveringiegsson use of Kaizen as a change
management tool. This facilitated a more in-deptieraction with the interviewees of the

study.

3.4 Data Analysis

Content analysis was used to analyze the datactedle Nachmias and Nachmias, (1996)
note that content analysis is a technique for nwakinferences by systematically and
objectively identifying specified characteristic rnessage and using the same to relate to
trends. Further Mugenda (2003), emphasizes thatenbnanalysis is the systematic
qualitative description of the objects or matenélthe study. It involves observation and

detailed description of objects, items or thingst tomprise the study.
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CHAPTER FOUR

DATA ANALYSIS, RESULTSAND DISCUSSIONS

4.1 Introduction

This chapter discusses the findings of theystobased on the analysis and interpretation of
primary and secondary data collected through igers. The researcher collected primary data
from five interviews through in depth interviewsing an interview guide with open - ended
guestions. The procedure involved personal intemadhterviews conducted by the researcher.
The interviewees included the Group Finance Dimrect@roup Human Resources Manager
Information Technology Manager, National Sales Mgmeand Group Operations Manager. The
findings of the study are presented into two sestiaccording to the objectives namely; the
extent of application of Kaizen as an internatioapproach to managing change and identify

practices to adopt in managing change.

4.2 Application of Kaizen as a Change Management Tool in Unga Holdings Limited

The interviewees were asked if Unga Holdings Liohited a formal change management plan
which they confirmed that the organization stamethg Kaizen as a change management tool in
year 2007.They noted that they worked closely withsultant from Kaizen institute who assist
in preparation of the organization strategic oliyest which were then deployed to the staff
members. Change programme was mainly to responexternal threats which had led to
decreased profitability of the organization. Thealgo included increasing organizations
profitability and sales volumes through increabehd loyalty and reduce production waste by
employing efficient methods of production. The imtewees acknowledged that the top
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management initiated the change process and allogegs were informed and involved in the

change programme.

The top management formulated a strategic visidmewith the shareholders needs and a five-
year strategic plan was developed by the senioagement team. The vision was communicated
to all the employees and urgency built to get thentooperate by involving them from the
initiation period of the change programme. Accogdio the interviewees, in the year 2007, a
workplace strategy to eliminate waste and reducstscin plant maintenance, inventory
management and in all other areas of the orgaoizatas adopted through the use of Kaizen as a
LEAN manufacturing system at two production sitébey further advised that Kaizen was
chosen because its essence was that the peoplgdifatm a certain task were the most
knowledgeable about that task; consequently, bglumvg them and showing confidence in their
capabilities, ownership of the process was raisdtbsthighest level. In addition, the team effort
encouraged innovation and change and by involvilhdagers of employees, the imaginary

organizational walls disappeared to making for pabide improvements.

The interviewees mentioned that the change manageesm formed consisted of a pillar heads
for each site, the heads of department, key stefhbers and the old staff who had witnessed
different management styles, heads of informal seavho have influence on the others and
active aggressive individuals who are ready fomgea The team members were empowered to
undertake their responsibilities in the change @ssc The heads of department were strictly
responsible for their departments. According toittierviewees all reports and progress of their
department reflected as departmental objectivexiwhiere set by analysing weaknesses and
areas for improvement. Goals were then set fon eatployee ensuring that they played part in

the achievement of the company objectives.
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The interviewees noted that Unga Holdings Limitdd@ed Kaizen activities which started with

standardizing operations and activities, followgdnteasuring the operations (find cycle
time and amount of in-process inventory), then gaygmeasurements against
requirements after which innovation to meet requeets and increase productivity
followed and finally standardized the new, improvgaerations. These activities are
continuous circle and are known as Shewhart cyatning cycle or Plan- Do-Check-

Act (PDCA). When goals were not met, root causdyaisawas done using five whys in

which the user asked a series of five ‘why’ quesiabout a failure that occurred basing
each subsequent question on the answer to theopgevihe aim was to establish the root
cause of failure and solve it. Use of fishbone diagwas used so that the whys are

visualised as well as tables.

The interviews advised that in the year 2010, Uhildings adopted the use of
continuous improvement tools also known as ‘9 Toolall plants these included:

process flow charts, Pareto analysis, run chams$a dollection, histograms, scatter
analysis, checklist ,a cause and effect diagramiralbcharts, that used by the teams to
detect problems , facilitate processes and implérpesposal, Thessaloniki (2006) The use

visual management as a concept, practice or toslpsmamoted through individuals and teams to
help people identify problems and promote empowatmEhe practice of visual management

involved clear display of tangible objects (gembutsu), ahariists, records of
performance, so that both management and workers gantinuously reminded of all

the elements that made the visual controls hendemaasy for everyone to identitye
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state of a normal or abnormal conditions, thus jolex¥ operators and management visibility into

performance

Team work was highly encouraged and visual contredse used to track performance and
captured the team effort rather than the individudisual controls usually lead to visual
management, which was used to replace the bure&ueranitoring systems. Emphasis was laid
on proactive actions, rather than blaming. The alisuorkplace improved safety, made critical
information available at a glance, gained immedmtasurable results which included reduced
floor space, decreased process time and machinen dowe, kept everyone informed of
production schedules, daily attendance, inventewvels, reduced search time by as much as fifty
percent, reduced inventory as much as ten to timescent and raised morale and on-time
delivery. Peer monthly reviews were done to enslua¢ the teams were continually improving
and innovations were rewarded. The teams that wble to meet all the standards and live

Kaizen were given tokens of appreciation therefoodivating the staff to embrace change.

The Group Human Resources Manager noted that dffespient most of their time focusing on
their key skill areas because the overall skillrecs a very important component to the
achievement of their goal score. The lower levaffs were expected to have Kaizen and the
technical skills while the middle level managersl éime top management have the management,
Kaizen and technical skills. These skills are depetl and managed through the training within
industry program which involves the job instructitraining, job methods training and job
relations training. Evaluations of these key séittas are done on quarterly basis and the action
plans are drawn which forms the basis of the tngimeeds analysis which is used in coming up

with the training programs.
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In the year 2011 Unga Holding Limited adopted spafformance appraisal process called
Hoshin Kanri (Focused Direction) which containsed sf measurable target with critical

success factors that is reviewed on a monthly babkis model of performance management
is structured in a way that the goals for the oizgtion goals are deployed to the Group
Managing Director, then to the General Managersaaadurther deployed down to the plant
level such that every staff in the organization lagoal that is linked to the General

Managers goals. The reviews are conducted botieatentral support office and at the plant
level. The heads of various departments at thet papl are reviewed by the Plant Manager
who is in charge of the plant and the Plant Managerthe Production Manager on the other
hand are reviewed by the General Manager. Sonteedsttategies for the Plant Manager are
linked to the plant overall strategy and this isewehthere is a link between the overall
strategy and the specific goals of the plant manaljee commitment by the plant to carry

out a strategy related project is done througtctmpany project charter.

The interviewees mentioned that external conswdtacinduct regular audits on the

innovations and projects aimed at improving operetiwere done on annual basis. They said
that the strategic plan is reviewed monthly by skaior management team by analysis of all
objectives which have a timeline and a summarphefreport is generated for activities to be
done for the month. Standard operating proceduege @rawn for all departments to ensure
continuity and consistency. The interviewees ackadged that the change programme at
slow but successful. They added that a rewardirsgesy had been set up. The staff and
departmental appraisals are conducted monthly .bHasity review of targets using real time

system introduced at the institution is also use@ anonitoring tool of the progress. Those
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employees and departments that achieved theiasggts are rewarded annually by giving

them certificates of recognition, gifts and bonuses

To reduce costs and dependence on the cleanersintdteiewees advised that Unga
Holdings Limited adopted a tool called 5S in Kaizand localized it to 6S/K5S is
considered a tool of lean that combines with otean tools such as Kanban, Kaizen,
Total Productive Maintenance. The 6S/K are Sorticfkagua), Set(Kusanifisha),
Shine(Kupanga), Standardize(Kusanifisha), Sustaid(iknisha) and Safety(Kusitirisha)
— these are the 6S system’s basic steps that Umd@ings Limited employ at the
workplace organization and standardization. Based simple set of visual cues, the
6S/K Visual Management helps you quickly locateldpanaterials, information and
guantity limits, identify issues before they becopreblems and create ownership for
your operators. This proven set of techniques &b help you improve quality, reduce
changeover time, improve safety, improve employeeate and reduce storage costs,
cycle time and machine down time. Peer monthly taualie conducted using a sample

guide in appendix 4 and quarterly senior manageiaedits for the whole organization.

4.3 Challenges of using Kaizen as a change Management T ool

The findings of the study revealed that various llehges were encountered in the
implementation of Kaizen as a change management @ae of the major challenges
identified in the study was resistance to changtrViewees attributed the resistance to a
number of factors which included; fear of job lobslding on to status quo, inadequate
training, poor communication and frequent changéswork schedule. The effects of
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resistance as interviewees noted was slow semwicadtomers, delay in implementation and
additional costs. Other challenges noted duringerutw discussions were; financial

limitations, structural, social constraints ancemtl politics. The study established that the
study organization had embraced a number of charggeagement practices as pointed out
by the interviewees. Results revealed that the mzgéion had embraced well-structured

change department constituting of change

Kottler (1996), noted that one of the reasons cbagirgcesses fail is because companies
underestimate the importance of individuals invdlue the change and their interactions
Thessaloniki (2006) notethe successful implementation of Kaizen is highlgetelent on the
active involvement of the entire workers as well rmanagement staff across spans of
activities with special emphasis placed on nurtyrithe culture of continual small
improvements, which overtime would yield large tesun Africa, however power is very
much concentrated in the hands of top managerskevsrmotivation to improvement and
change in the organization were limited. Interviewenoted that Unga Holdings Limited
being a company in African and managed by Africaas not exempted from this challenge.
This caused some employees de-motivation leadirgjadge managed performance as they

did their tasks to score their goals at the englgh month.

Awareness creation among the management and eregldg@k much time leading to

confusion in the organization. Some departmentseaisbraced Kaizen faster than others and
this caused to disharmony and rivalry within theattments. The interviewees said that
Unga Holdings Limited being a milling company, difént departments had employees with

different levels of literacy, majority of the emptes however did not have high literacy
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levels and hence they faced a problem of weak humsources. Kaplinsky (1995) Noted
that continuous improvement requires a seamlesgnsixin of training and skills
development to the entire workforce; it was difficior miller to implement such a training
system for the entire workforce. A consultant waerefore hired to facilitate the trainings

using different methods for the different departtseand levels of production.

The interviewees also noted that another challéimgye experienced was short term focus
where employees were focused on immediate perfazenaometimes at the expense of
the future. There was also lack of upward mobilitie to the structure Kaizen brought
where people are encouraged to be experts in #ineas of operation. The operations
manager also said that though employees were %peres’in their gembas they had a
tendency of inattention to details which added tanagement’s problems. In addition,

some supervisors had misconceptions about conttniroprovement and still expected

instant results, whereas in reality it takes tinefoke the benefits of Kaizen become
visible in some areas. Pennink(2007). In some nmistances, the managers knew the
concept and tools; however, translating these iddagractices and internalizing kaizen

as a company-wide movement remained a very comyidgrtaking.

4.4 Discussions

Change management entails thoughtful planning anditve implementation, and above
all, consultation with, and involvement of, the pkpaffected by the changes. When
managers force change on people normally problemss.aChange must be realistic,
achievable and measurable. Sunstein(2008). Undgdirtgs Limited has been involving

all the staff members in the setting up of all tlgmals in line with the company goals. In
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the appendix 2, the sample goal sheet clearly shbesexpected deliverables of the
employee, if the goals are well set and achievedmayority of the employees, the

company would also meet its goals and objective.

One of the main reasons why Unga adopted Kaizentwasmain competitive in the
milling industry, the management wanted to increaates and its profit margins.
Appendix 3 shows that Unga Holdings has been ctamlg posting profits from the
years 2006 and sales have been continuously inegeaten 2006 is used as a base year.
In an industry where profit margins are very lohe tonly way to sustain a profit over
time is through continuous improvement of the opens to lower the costs of operation.
Through the years 2007 to 2013, sales have moredbabled and the net profits have
increased by more than three times over the samedpe However the gross profit
margins have been decreasing from 15% in 2007 tin922013. Unga Holdings Limited
has therefore attained its aim of increasing saéekjcing costs and hence able to remain

competitive in the milling market.

In line with the theories of change, Unga adoptémhmed change model with well
calculated steps, in line with the Lewin’s threepstheory, Unga Holdings Limited
management started with unfreezing the conditiang®s to reduce change resistance
from employees. At the stage is the transition estdge change was initiated and the
company moved into transition which was still omgpas at the time the researcher was
doing the research. As change occurred and wagssfaly implemented and accepted,

the company stabilizes again and the staff refieexe they operate under the new
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guidelines. This is in line with the Kaizen contus improvement where once a change

is done the organization moves forward and newvearne back to its original place.

According to Masaaki (1986) , for kaizen implenaian to take place at any place of
work, on job training for workers must be done egular basis so as to maintain quality
production in that organization. Unga Holdings Limi management placed a lot of
emphasis on the training noting that trained wakperform better than un-trained
workers in quality production of products. Masaf@kither emphasized that team work
was important in getting the workers to produceesgy at their place of work. Unga

Holdings Limited has dedicated staff members whaoceatrated on training staff

members both new and old on the Kaizen principtesamtinuous basis.

Kaizen lays a lot of emphasis on team work for @essful implementation. To improve
teamwork Unga Holdings Limited introduced a cultwigich they called PaTaMu. This
is an acronym for mixture Swabhili and Japanese wdmhmoja tuangamize muda”
meaning together we eliminate waste. The compamyglge was done and all the
employees are expected to master it and live lag iit emphasizes on team work and
continual improvement. On at least monthly meetjniipe pledge is recited by the
employees as they hold hands to symbolize theiruitmment to each other and to the

organization.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

From the analysis and data collected, the followidigcussions, conclusion and

recommendations were made. The responses frorntberiewees were based on the
objectives of the study. This study therefore souglestablish the application of Kaizen

as an international approach to managing chandénigga Holdings Limited.

5.2 Summary of findings

The purpose of the study was to determine the hagalHoldings Limited had applied

Kaizen as an international change management tubltlae challenges they faced in
managing change. The research design used for ttlly svas a case study. The
researcher interviewed five key people involvedtine change management. These
included the Group Finance Director, Group Humansdreces Manager, Group

Operations Manager, Information Technology Managed a Plant Manager. The

findings of the research showed that the changeegsowas initiated from the top

management. However, there was communication tenailoyees and key stakeholders
on the necessity of the change. External conssltaete hired to assist in the training of
the change management teams who then trained aimgloyees in the change

programme exercise.
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A vision was formed after several meetings of thange management team and was
communicated throughout the institution. A pledigat emphasized on team work and
continual improvement was developed and rehearsethanthly basis in all the five
sites. There was patrticipation and involvement akptial resistors to change to reduce
the risk of resistance to the change process. Eaft@onsultants were involved in the
regular audits and senior management team met igotathreview the set objectives
which have a timeline. The management then heldtedy strategic meetings where
they reviewed the performance of the organizatiod the effects of the implemented
changes. These meetings were usually held beforedBuf Directors quarterly meetings

So as to ensure that the board is aware of whetppening in the organization.

According to the interviewees, the challenges entmred by the organisation in

implementation of the changes included human @asist which was overcome by the
involvement of people in the change process anlidimyg the potential resistors in the
change management team. Organisational resistaasealso experienced and this was
solved by redefining the organisational hierarchthwa clear line of command. Another

challenge resistance from the customers and distii whose terms and conditions
were changed as the organization sought to imptsv@perations. In an environment of
stiff competition, there was need to ensure thagdJhloldings Limited was able to

balance between payments terms that favor the mag#n and those that favour the
market. For example, the distributors would likepy as late as possible while Unga

Holdings Limited would want to collect cash. Casid 8ank Guarantees were therefore
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introduced to deal with the risk of bad debts als® allowing manageable credit limits

for the customers and distributors.

Communication was carried out in the study orgation through internal email, memos
and formal meetings were the most preferred channet communication.
Communication helped to dispel rumours of losing gmd explain clearly the objectives
of change to all employees. Findings also reve#tatl the organization adopted other
practices like top management support, who playeg ole in crafting objectives of
change, communicating urgency of change and appofvaudgets on change process.
The employees were also equally engaged in thegehprocess which helped increase
ownership during implementation of change. Lasttpercion was used by the
management as last resort to deal with active teagis from employees who were
adamant to accept change and causing unnecessayy ttethe change process.

5.3 Concluson Summary

Based on the researchers findings at Unga Holdimggted, Kaizen can be used an
international change management tool because Whislesome and addresses all the
aspects of planned change management. For exainptephasizes on inclusion of the
employees in driving change, empowerment, recagniéind reward of the successful
changes and measurable goals and objectives. Hovibeee is need to train all workers
on Kaizen for them to be empowered to implemenadt an international change
management tool. The training will also give thenderstanding of the Kaizen tools that
are need to drive the continual change in the arg#ion. There is need to have a

training register to capture trained and non-trdim@rkers for the purpose of planning
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and also the new staff members need to be induntedKaizen before they formally
start working in the organization. This will emsuhat the culture is continued and that
all staff members are aware of what is expectethein in the entire organisation. The

top management should support the training andatkoa budget for the trainings.

For Kaizen to be successful, the management teash snpport it since no kaizen can be
implemented without the guidance and directionsheftop management. For example,
Kaizen advocates that change is driven by the pedping the work, if the management
is not ready to support the changes proposed byethgloyees, then Kaizen is not
practical in such a set up. Management need t@atotime for kaizen activity every

week to sustain it implementation. Management riedally the required kaizen material
especially the soft boards for pinning kaizen infation at Gemba. Management should

provide guidance, to kaizen quality standards ¢orést of the workers.

Due to the fact that most of the employees in tiikng sector are semi-illiterate, use of
other languages like Kiswahili to communicate thengples of Kaizen and the
expectations of the employees may help in passiogmation. This would be supported
by the use of the boards which give visual pictuethe expected deliverables for each
employee. Team work is also essential in the impl&ation of change through Kaizen.
Most processes are dependent on each hence anflopeileads to a flop in the entire
process.There is need to set aside personal opirdad embrace every person idea.

Hence, the need for team leaders to create a wim-situation in group discussion to
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avoid division within the team which is brought Wwnner takes it all. Team work had
the greatest influence in the implementation oz&ai

5.4 Recommendationsfor Policy

The findings of this study support Kaizen as amrimational change management tool
studies and literature on universalistic change agament practices for successful
implementation of change. Based on the review @f itterviews carried out, the
researcher found out that change management mscts advocated by Kaizen
recognise the complexity of change in its contemtl a&ontent combined with an
involving and engaging different leadership stydéad to result in successful change

implementation through Kaizen.

Leaders also need to develop an ability to buikl ¢hpability of teams and individuals
they are working within the implementation of chanGhange managers in organisations
should have a clear vision and develop a roadmapown to manage people through
change process. Preparing people is critical i€ssg is to be realised. A comprehensive
framework to integrate all the change programmesilshbe developed so that all change
programmes are aligned and synchronised with osgdons’ visions and mission

statements and overall organisations’ objectives

5.5Limitations of the study

The study may have some weaknesses inherent irg usterview guide for data
collection purposes. The interviewees may suffemfipersonal biases, some joined the

organization after the implementation of Kiazen amaly not represent the opinion of the
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study organization. Depending on personal factdts feelings, emotions, attitude
towards Kaizen change management approach, theviewees may give personal
opinions which might not reflect the company's veevand may withhold some
information which is important for the study. Fueththe data was collected through
interviewing the Heads of key departments at Hdadeohence emplolyess, middle level
managers and other stakeholders were not incogubriat the research to give their

views.

5.6 Suggestionsfor Further Study

The study sought to determine the success of aplicof Kaizen as an international change
management tool in Unga Holdings Limited. Thereded for a similar study to be replicated
in other organizations in Kenya practicing Kaize aa change management tool and its

integration with the Kenyan culture.
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APPENDICES

APPENDIX I: INTERVIEW GUIDE

Section A: Personal details
Name: (optional)
Department
Position

Number of years worked

a > w N

What is (Are) your role in change management?
Section B: Nature of change

Does Unga Holding have a change management plan?
Are you involved in driving or implementation ofarge(s)
How is the organizational change communicatedafi’t

Which staff levels take part in the formulationtleé organization change?

1.
2
3
4
5. What are change(s) that have been implemented ga Bioldings Limited?
6 Has Kaizen been of use in driving changes in ofmrabf the organization?

7 Which tools in Kaizen have you used to drive ch&nge

8 What kind of impact does Kaizen have on changea{ghe financial aspect of the
organization?

9. How often does the organization review its charlgad

10. How often are the staffs reviewed?

Section C: Challengesin use of Kaizen as a change management tool

11. What are the main challenges encountered in magatiange?

12. Please explain how the management of the orgaoiztiied to minimize challenges of
change management that arose due to organizatsign@e

13. Please explain how the management of the orgaoiztiied to minimize challenges of
change management that arose due to organizatimmes

14, Which other methods did the management in the gggtion put in place to overcome
change management challenges?

15. How has Kaizen been useful in managing the chaflghg



APPENDIX I1: SAMPLE GOAL SHEET

A B g D E F G H | J K L
W
) Af‘-\ Goal Sheet
5 | Holdings Limited
Process owner: Date Created:
4
Designation: Date Last Update:
5
— Grade 2&
§ below
Type of Type(l Current (2013-|Target (2014-| Target F f | Key Strategies/ Acti
$.No |Goal Code | T Goal gpeoe Weightage Unit of Measure il Eget: § i e o eglles," '
7 Goal D) 14) 15) Type Report (How to achieve Goals)
g 1 D1 | D 25% Days 1.00 Flat Daily
g| 2 D2 | I 20% % 100% Flat Daily
3 D3 R D 15% Hours 1.00 Flat Daily
10
4 M1 | | 15% % 85% Step Monthly
u
5 D4 R D 10% Hours 200 Flat Daily
12
] M2 R | 10% % 85% Flat Monthly
13 . | |
K4 b M| Shesti - Sheet) <Shest3 #J m I ||
Ready | E5IE :_': {

How does the Kaizen system work?

Objective
KAIZEN - Step by step &
continuous improvement
{?%%fx ¥
%
3
J— b

INNOVATION
Large, fast & discontinuous improvements e Situation




APPENDIX I11: FINANCIAL ANALYSIS

Financial reports

[F- R RN T SRR

A =R =S
LY =T = B R = ] Blw R = O

20
21

22
23

Unga Holdings Financial Records
For the Period 2005 to 2013
Year 2005 2006 2007 2008 2009 2010 2011 2012 2013
000'

Turonver I 7.558.509 _l 7.305,938 7.675.347 9.450.824 11,643,639 11.524.454 13.214.442 15,976,763 15,759,078
Cost of Sales 6.669.568 6.515.949 6.903.246 8.049.947 10.513.93% 10.304.269 11.594.019 14.607.072 14.373.535
Gross Profit 888.941 790009 772.101 1400877 1.129.700 1.220.1835 1.620.423 1.369.691 1.385.543
GP % 12 11 10 15 10 11 12 9 9
Operating Profit 33479 142427 156,665 564.016 260439 335.101 631.070 512569 662.243
Net Profit 72,542 64.601 133.610 373.661 185,192 236.173 441.043 348,195 508.020
Fined Assets 1.949.388 1.750.476 1.607.109 1.823.246 1.732.684 1.644.583 1.622.280 1.765.368 2481195
Current Assets 1.923.331 1.839.693 2.110.260 2.938.282 3.832.857 3.415.509 4.082.689 4.640.963 5.820.205
Inventory 1.141.516 834.754 982.522 1.187.245 2.270.794 1.958.201 1.926.221 2115489 3.172.479
Current Liabilities 1.654.379 1.304.461 1.347.809 1.538.044 2.085.012 1.344.363 1.618.796 1.967.953 3.166.864
Total Assets 3.872.719 3.590.169 3.717.369 4.761.528 5.565.541 5.064.420 5.708.897 6.410.259 8.316.927
Shareholder's Equity 1.407.401 2,196,610 2,318,989 2,964,046 3,146,387 3.364.703 3,744,951 3989218 4,503,915
Cashflow from

operating activities 75,835 227.802 171.663 573233 (16.081) 162392 595,735 (56.889) 411.617
Cashflow on CAPEX 4.967 (29.908) (32.273) (325.012) (31.314) (44.950) (105.338) (270,059) (359.441)
Opereting CF-CAPEX 70,868 257.710 203,936 898245 15233 207.382 701.073 213.170 771.058

Ratio Analysis

l
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Percentage performance

Unga Holdings Limited Financial Performance

120.00%

~

100.00%

/

80.00%

60.00%

/

40.00%

/-J

20.00%

/

0.00%

S

-20.00%"

H5 b N EF O D N
DO I R P NN NN

=R eturn on Owners
Equity
Profit Margin

= Sales Growth




