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ABSTRACT

The use of different procurement contracting practices can negatively or positively
influence service delivery in government owned entities. In the recent past procurement
contracting practices have been facing various challenges, which include increase in cost,
political interference, lack of stakeholders involvement, compliance with best practices as
well as professionalism of procurement workforce. The objectives of this study were to
establish the procurement contracting practices used by government owned entities in the
Ministry of Transport and Infrastructure in Kenya and to determine the relationship
between procurement contracting practices and service delivery of government owned
entities in the Ministry of Transport and Infrastructure in Kenya. This study used a
descriptive research design. The target population of this study was all the 351 staff
working in the procurement departments in government owned entities under the ministry
of transport and infrastructure. Stratified random sampling was used to select 50% of the
target population in this study. The study used primary data, which was collected by use
of semi structured questionnaires. The questionnaires in this study will generate both
qualitative and quantitative data. Qualitative data was analzed by use of thematic content
analysis presented in a prose form. Quantitative data was analysed by use of descriptive
and inferential statistics through the help of Statistical Package for Social Sciences
(SPSS) version 21. Descriptive statistics included percentages, frequencies, measures of
central tendencies (mean) and measures of dispersion (standard deviation). Data was then
presented in graphs and tables. Further, a correlation analysis and multivariate regression
analysis was used to establish the relationship between the dependent and the
independent variables. The study established that government owned entities were using
competitive procurement contracting practices, relational procurement contracting
practices, non-competitive procurement contracting practices and negotiated procurement
contracting practices. The study also found that all the four procurement contracting
practices were significantly influencing service delivery in government owned entities.
However, competitive contracting practices had the most significant influence on service
delivery in government owned entities most, followed by relational procurement
contracting practices, non-competitive contracting practices and negotiated procurement
contracting practices. Although competitive contracting practices, relational procurement
contracting practices and negotiated procurement contracting practices had a positive
influence on service delivery, non-competitive contracting practices had a negative
influence. The study recommends that the government of Kenya should formulate more
policies to emphasize on the use of competitive procurement contracting practices as they
will help to reduce corruption, ensure quality and low cost as well as improve service
delivery. The study also recommends that where unique products and services are
required a noncompetitive procurement contracting practice can be used. This will help in
saving time and reduce the cost of tendering. The study further recommends that the
government of Kenya should formulate policies to discourage the use of negotiated
procurement contracting as this will lead to collusion and corruption, which in turn leads
to low quality and poor service delivery to the public.
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CHAPTER ONE

INTRODUCTION
1.1 Background of the Study
The public sector is under pressure from both internal and external sources to
demonstrate improvements in their performance and service delivery (Kumarappan &
Joshi, 2014). In the recent past, government institutions have adopted procurement
contracting practices in an effort to improve supply chain performance. Reeves and
Barrow (2009) indicate that procurement contracting practices influence supply chain
performance in public institutions by reducing lead time and retendering cost, which in

turn influences public service delivery.

The efficiency theory indicates that the main goal of using procurement contracting
practices is to minimize contractual transaction costs, broadly understood as obstacles to
efforts to shift resources to their most valuable use so as to improve efficiency in service
delivery (Bower, 2012). The efficiency theory focuses on ex ante efficient contracting,
that is, the rules in various procurement contracting practices that encourage parties to

enter into deals that are efficient and wealth maximizing.

The procurement problem has attracted much attention in the economics literature
(Entwistle & Martin, 2005; Steane & Walker, 2000). The main focus of this literature has
been on procurement by the public sector, in part because of its sheer importance to the
economy: procurement by federal, state, and local government accounts for at least 10%

of gross domestic product. Many private-sector transactions are also governed by



procurement contracts. Prominent examples include electronics components, custom

software, automobile production, and building construction (Parkera & Hartley, 2003).

1.1.1 Procurement Contracting Practices

A procurement contract is an agreement in which a buyer agrees to acquire goods or
services from a seller in exchange for consideration. Most of these contracts are written
agreements that specify each party’s obligations in relation to the transaction. Generally,
one includes business provisions, detailed price lists, payment information, and other
legal terms and conditions applicable to the transaction. Chesang (2013) argues that
procurement contracting practices include non-competitive contracting, competitive

contracting, negotiated contracting and relational contracting.

In competitive procurement contracting the provision of public services or products is
awarded competitively. Government institutions seek competitive bids to provide
particular goods of services. In relation to non competitive contracting the contracting
process is without choices from market competition and candidates are not chosen
through competitive processes (Agagu, 2008). The most important disadvantage of using
negotiated contracting is that it will be virtually impossible to prove that the client has
selected the lowest, qualified bid. Relational contracting involves informal agreements
and unwritten codes of conduct that powerfully affect the behaviors of individuals within

firms.



Parkera and Hartley (2003) indicate that one of the main challenges facing procurement
contracting practices is increase in corruption and collusion due to the use of
noncompetitive procedures. Other challenges include public-private contracting,
uncontrolled agency costs, misaligned incentives, costs akin to negative externalities,
market failures, lack of stakeholders involvement, compliance with best practices; top
management support, types of goods and services, professionalism or quality of

procurement workforce (Ware & Kynoch, 2013).

1.1.2 Service Delivery in Government Owned Entities

Service delivery is defined component of an organization that defines the interaction
between providers and clients where the provider offers a service, whether that
information or a task, and the client either finds value or loses value as a result.
Akinboade, Mokwena and Kinfack (2014) define public service delivery as the provision
of services by a government to people living within its jurisdiction and making sure they
reach those people and places they're intended to. The dimensions of public service

delivery include efficiency, effectiveness, affordability, accessibility and equity.

To be effective, services should possess attributes such as availability, timeliness,
reliability, usability, credibility, authenticity, responsiveness, sustainability and
expandability. Effective services are usually available and timely at time and space scales
that the user needs. In addition, dependable and reliable services are delivered on time to
the required user specification. In relation to sustainability, effective services are

affordable and consistent over time (Ware & Kynoch, 2013).



Service delivery is a great concern to the government of Kenya and more so to the end
users hence, part of the requirement for wider economic recovery strategy (ERS) in the
public sector reform programme (PSRP) (Chesang, 2013). In the last 20 years, Kenya’s
civil service has undergone a number of changes. Some of these changes include
employee rationalization leading to wage bill reduction, performance improvement,
structural adjustment programme after aid cuts, and the institutionalization of results-
based management. However, despite the development of various policies and
implementation of various reforms, public service in various government institutions,
including the ministry of transport is still wanting. As indicated by Ware and Kynoch
(2013) inefficiency in public procurement contracting remains to be one of the great

challenges influencing the public service delivery negatively.

1.1.3 Government Owned Entities

The transport sector in Kenya encompasses a transport system comprising of road, rail,
air and maritime. The Ministry has two Departments namely; State Department of
Transport and State Department of Infrastructure (Ministry of Transport, 2015). The
vision of the ministry of transport and infrastructure is to be a global leader in transport
infrastructure and logistics. The mission of the ministry of transport and infrastructure is
to develop, operate and sustain world class transport infrastructure and services.
Government owned entities under the state department of transport include Kenya Ferry
Services Limited, Kenya National Shipping Line Ltd, Kenya ports Authority, Kenya
railways corporation, Kenya Civil Aviation Authority, Kenya Airports Authority, Kenya

Maritime Authority, Kenya National Highways Authority (KeNHA), Kenya Pipeline



Company, Kenya Roads Board and National Transport and Safety Authority (NTSA)

(Ministry of Transport, 2015).

The most common challenges in procurement contracting in government entities in the
ministry of transport include failure to advertise a relevant contract; wrongly determining
that a candidate does not meet the pre-qualification criteria; giving one bidder important
information that is not provided to other bidders; bias in favor of one party (or against
another); incorrect application of the award criteria; and changing the award criteria or
their relative weightings after receipt of bids. Effective and efficiency in the procurement
process is very important in all the sectors of the economy, including the Ministry of
Transport and Infrastructure where numerous inefficiency and ineffectiveness are
recorded. Other procurement contracting challenges in the Ministry of Transport and
Infrastructure include political interferences, failure to fully adopt information
technology, long procurement processes and poor communication and information

dispersion (Ministry of Transport, 2015).

1.2 Statement of the Problem

The use of different procurement contracting practices can negatively or positively
influence service delivery in government owned entities (Reeves & Barrow, 2009). In the
recent past procurement contracting practices have been facing various challenges, which
include increase in cost, political interference, lack of stakeholders involvement,
compliance with best practices as well as professionalism of procurement workforce

(Entwistle & Martin, 2005).



Kenya has in the recent past embraced various procurement contracting practices and
these are increasingly being used in a number of sectors, including transport, aviation,
building and public works among others (Nyambane, 2013). In 2013 the Public
Procurement Oversight Authority (PPOA) estimated that procuring entities were buying
at an average of 60% above the prevailing market price, an indicator that public
procurement in Kenya does not receive the benefit of competitive procurement. With the
increasing public procurement in the central government over the years, it is important to
understand how various procurement contracting practices influence the main goal of

public institutions, which is service delivery.

Various studies have been conducted in relation to public procurement both globally and
in Kenya. Globally, Arney et al. (2014) conducted a study on strategic contracting
practices to improve procurement in public institutions in the United States and found
that an opportunity for substantial improvements in procurement efficiency and
commodity availability. In addition, Wimmer (2003) conducted a study on procurement
contracting for Performance in United Kingdom and established that the shrinking
workforce, coupled with ever-tightening budgets, has forced government to seek

alternatives to labor-intensive procurement practices.

In a study to evaluate public procurement systems in Kenya, Agagu (2008) established
that public procurement was not operating efficiently and effectively and the state was
losing a lot of money through inappropriate deals, which negatively affects public service

delivery. However, this study does not focus on procurement contracting practices.



Nyambane (2013) did a study on deciding on the best way to procure contracts in Kenya
and save the local contractors from foreign giants. Kipkemoi (2013) conducted a study on
the elements of public procurement contracting practices in Kericho District and found
that the most common was competitive contracting practice. Islam (2007) conducted a
study on public procurement and contracting practices and found that competitive and
relational procurement contracting practices were the most common. Chesang (2013) did
a study on public procurement Contacting practices policy implications in selected
ministries headquarters in Nairobi County and found that collusion of suppliers and
procurement officers led to increased commodity pricing, tax payers' money was wasted
due to procurement malpractices. Mwangi (2014) conducted a study on the impact of
public procurement contracting policy on teaching and learning in public secondary
schools in Kahuro district and found that it had improved access to quality goods and
services. However, these studies do not outline the effect of procurement contracting
practices on service delivery in government owned entity. This study therefore sought to
answer the question: what is the effect of procurement contracting practices on service

delivery in government owned entity in Kenya?

1.3 Research Objectives
The objectives of this study were:-
i. To establish the procurement contracting practices used by government owned

entities in the Ministry of Transport and Infrastructure in Kenya



ii. To determine the relationship between procurement contracting practices and
service delivery of government owned entities in the Ministry of Transport and

Infrastructure in Kenya

1.4 Value of the Study

This study is importance to the management of various government owned entities under
the ministry of transport (Kenya Ferry Services Limited, Kenya National Shipping Line
Ltd, Kenya ports Authority, Kenya Railways Corporation, and Kenya Civil Aviation
Authority) and other public institutions, to the government of Kenya and policy makers
and to researchers and academicians. To the management of public institutions, this study
provides information on how various procurement contracting strategies influence service
delivery. The study also shows how various procurement contracting practices can be

manipulated to enhance service delivery in public institutions.

To the government of Kenya and policymakers, the study provides information on how
procurement contracting practices influence service delivery that can be used to
formulate policies to govern and regulate procurement contracting in a way that can

improve service delivery.

To researchers and academicians, the study adds information to the body of knowledge
on procurement contracting practices and service delivery in government owned entity.
The study also forms a base upon which further studies can be conducted on procurement

contracting practices and service delivery in government owned entities.



CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction
This chapter will present a review of literature on procurement contracting practices and
service delivery in government owned entities. The chapter comprises of a theoretical
review, procurement contracting practices, service delivery and a review of the role of

procurement contracting practices in service delivery.

2.2 Theoretical Review

Building upon the work of Ronald Coase and Guido Calabresi, Richard Posner first laid
the groundwork for efficiency theory in the 1970s. He argued for the “allocation of
resources in which value is maximized.” It followed that the goal of contract doctrine
should be “to minimize contractual transaction costs, broadly understood as obstacles to
efforts voluntarily to shift resources to their most valuable use.” Parties trade efficiently
when, and only when, the value of the exchanged performance to the buyer exceeds the
cost of performance to the seller. These types of deals are “efficient” (Harry et al., 2006).

A central tenet of efficiency theory is that parties will make rational, wealth-maximizing
choices. Efficiency theory assumes that parties value assets more or less correctly and
that their transacting choices are motivated solely by wealth maximization goals (Harry et
al., 2006). The third related assumption of efficiency theory is the absence of negative
externalities. An externality is an effect that a transaction between one set of parties puts
on other parties who were not a part of the deal (and presumably had no say in the

matter). Externalities may be negative or positive (Ware & Kynoch, 2013).



A positive externality is a benefit to non-parties, whereas a negative externality imposes
costs on non-parties. If a transaction has a negative externality, then the true cost of the
transaction is higher than that paid by the parties. The classic example of a negative
externality is pollution generated by a productive enterprise that negatively affects the
public, but the cost of which was not internalized by the transaction. Efficiency theory is
typically applied “to contracts between firms that do not create externalities.” In the
absence of externalities, and where there is a competitive market, economic theory states

that efficient transacting occurs (Bower, 2012).

Agency theory is a particular application of efficiency theory. It focuses on the issues
that arise when an agent carries out work on behalf of a principal, and the interests of the
two parties do not coincide (Kumarappan & Joshi, 2014). Efficiency theory predicts that
in a well-functioning market, where there is perfect information and the ability to
monitor, there should be little difficulty aligning incentives between principals and
agents. If the principal is able to sufficiently monitor the agent’s performance, it can
design sanctions and incentives to encourage optimal behavior. Further, if the agent
knows that the principal will become aware of poor performance, and there are switching
options in the marketplace, the agent will be dissuaded from performing poorly. The
agent will also be concerned about reputational effects of poor quality service provision.
Agency problems are often said to arise between the shareholders of a firm (the

principals) and its managers (the agents) (Ware & Kynoch, 2013).

10



In relation to public procurement contracting, agencies refer to the various suppliers and
contractors that provide products and services on behalf of the government. The use of
contractors and suppliers helps to improve service delivery in the public sector. It helps
the government to closely monitor service delivery and provide efficient, affordable and

consistent services to the public (Khayota, 2014).

2.3 Procurement Contracting Practices
This section reviews four procurement contracting practices: competitive procurement
contracting practices, noncompetitive procurement contracting practices, negotiated

procurement contracting practices and relational procurement contracting practices.

2.3.1 Competitive Procurement Contracting Practices

Competitive contracting is the provision of a public service through a competitively
awarded contract. It has been used for decades by private and public organizations to
ensure that goods and services of a defined quantity and quality are produced for the
lowest possible cost. In competitive contracting, a public agency seeks competitive bids
to provide a particular public service (Khayota, 2014). The public agency establishes
quality and quantity specifications. The competitive market responds to the invitation of
the public agency, and one or more producer is selected to provide a specific service for a
period of time. There are five basic steps in the process. The first step involves the public
sector seeking competitive proposals to deliver a specific quality and quantity of service
for a defined period of time. In the second step the public agency may submit its own cost

proposal, capturing all attributable costs and subject to the same terms and conditions that

11



apply to private proposals (Parkera & Hartley, 2003). In the third step, a contract is
awarded to the lowest responsible and responsive public or private proposer who
demonstrates an ability to provide the same quality and quantity of public service at a

cost lower than that of the public agency.

Competitive contracting reduces public costs in three ways. First, it lowers costs through
provision of service at no more than the competitive rate (the "going" rate). Cost savings
of 15 to 50 percent are frequent, with occasional savings of up to 75 percent. Touche
Ross reports cost savings in 98 percent of cases. Secondly, it lowers direct public service
costs as public agencies improve their cost performance in response to the competitive
environment. Competitive contracting not only results in lower costs for the public
services competitively contracted, it also induces improved internal public cost
performance. This "ripple effect” has been identified in various public services, including
solid waste collection, public transit, fire protection, and other services. Public employee
unions have negotiated competitive wage and benefit packages in response to competitive
contracting. Thirdly, it lowers net costs as a result of tax revenues paid by private

contractors on the public services they operate (Entwistle & Martin, 2005).

2.3.2 Noncompetitive Procurement Contracting Practices

Non-competitive contracting satisfies two basic conditions for contracting: independence
on the part of the two contracting entities and definite aims of the service purchase
contract. However, the contracting process is without choices from market competition

and candidates are not chosen through competitive processes (Parkera & Hartley, 2003).

12



For this reason, this practice could also be called entrusted contracting. The two parties to
the agreement in this practice are independent, a government and a private organization,

and the aims of public service procurement are explicit.

Noncompetitive of sole source procurements are frequently justified on the basis of such
factors as unique contractor expertise, previous contractor experience with the agency of
time exiagencies. These circumstances may in fact justify many noncompetitive
procurements; however, there are many cases where they do not. The fact of contractor's
unique expertise is often cited as the reason for a sole source procurement (Entwistle &

Martin, 2005).

Previous contractor experience is often cited by agencies as a reason why a specific
provider should continue to provide services on a sole source basis. It would appear that
if firms secure sole source contracts and subsequently use the knowledge gained to
establish a unique ability to perform another contract, then they have secured an
advantage over other prospective bidders (Steane & Walker, 2000). This type of situation
does not accord all service providers equal treatment; it subverts the competitive
procurement process. Government institutions justify sole source procurements because
they cannot afford the delay which would be occasioned if a competitive procurement

were used.
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2.3.3 Negotiated Procurement Contracting Practices

In negotiated work, plans can be less detailed and less accurate, since there is only one
bidder. That one bidder will not be afraid to ask questions about the plans, make
alternative suggestions, and explain their assumptions, since the specter of competitive
bidding advantages from one contractor to another has been eliminated. Assumptions by
either the architect or the contractor are less dangerous, because by the very definition of
negotiated work, there is a good line of communication. In fact, often the general
contractor provides valuable input during the design phase. The general contractor
becomes an integral part of the team from the onset, rather than an implementation entity.
The negotiated process has some advantages — less money spent on detailed plans, less
risk entering into contracts with people whom the client may not like or trust, and a
greater opportunity for fast-track scheduling. The negotiated process has a significant
drawback, however. Without the competitive bids, it will be virtually impossible to prove

that the client has selected the lowest, qualified bid (Nyambane, 2013)

2.3.4 Relational Procurement Contracting Practices

Firms are riddled with relational contracts: informal agreements and unwritten codes of
conduct that powerfully affect the behaviors of individuals within firms. There are often
informal quid pro quos between co-workers, as well as unwritten understandings between
bosses and subordinates about task-assignment, promotion, and termination decisions (Li,

Ryan & Sun, 2015).

14



Whether vertical or horizontal, these relational contracts influence the behaviors of firms
in their dealings with other firms. Relational contracts within and between firms help
circumvent difficulties in formal contracting (i.e., contracting enforced by a third party,
such as a court). For example, a formal contract must be specified ex ante in terms that
can be verified ex post by the third party, whereas a relational contract can be based on
outcomes that are observed by only the contracting parties ex post, and also on outcomes
that are prohibitively costly to specify ex ante. A relational contract thus allows the
parties to utilize their detailed knowledge of their specific situation and to adapt to new
information as it becomes available. For the same reasons, however, relational contracts
cannot be enforced by a third party and so must be self-enforcing: the value of the future

relationship must be sufficiently large that neither party wishes to renege (Miller, 2014).

2.4 Service Delivery

According to Khayota (2014), governments are not famous for efficiency. Though no one
can be certain of this until the matter has been properly researched, casual observation
suggests that most economists probably believe that governments are less efficient than
enterprises in the market sector of society. This observation seems to be made not only
about governments of different levels in the United States, but also about governments of

a variety of types in many different societies.

Asaju, Adagba and Anyio (2013) conducted a study on corruption and service delivery:

the case of Nigerian public service and found that corruption has negatively affected the

ability of government to provide essential services in education, health, water, electricity

15



and other infrastructure facilities. The authors argued that public Service refers to all
organizations that exist as part of government machinery for implementing policy

decisions and delivering services that are of value to the citizens.

Fledderus (2015) did a study to find out whether user co-production of public service
delivery increase satisfaction and trust in Ghana. The study found that co-production
actually leads to less satisfaction and trust. This might be explained by the self-serving
bias, which states that co-producers take credit for success but blame service providers
for failure. Chee e al. (2015) did a study on improving the effectiveness of service
delivery in the public institutions in Malaysia. They found that motivation to undertake
privatization has largely been the perceived potential efficiency gains which is hoped
could translate into expanded access and enhanced service quality and thereby improve
health outcomes. The improvement of public service delivery mechanisms has therefore

remained a constant challenge to governments as each tries to find better alternatives.

According to Omondi, Ombui and Mungatu (2013), the current drive to improve
management in governments through public service reform programs to increase
efficiency, effectiveness, and the delivery of quality service to the public is common to
many African countries. The public sector has, for long, enjoyed a pride of place,
particularly since the post-industrial revolution era. Public administration moved away
from being mere watchmen, to being the engine of the society and become the major

provider of various services, including regulatory and distributive ones. Generally, all
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societies have some forms of public service provisions for reasons of economics, risk,

and moral responsibility.

Governments, in many parts of the world, are structurally and constitutionally tied to the
civil service, irrespective of the system of government. This according to Agagu (2008)
explains why the relationship between the government and the public service in Nigeria
endured in spite of the various forms of governments the country has been experimenting

with since independence.

Like other African countries, these efforts in Kenya have been driven primarily by the
fact that the state bureaucracy in the country has been underperforming and public
service delivery has not been serving the public interest within its most optimal
capability. The reforms in Kenya evolved and culminated in the notion of re-engineering

of the public sector in the context of public sector transformation (Kempe, 2012).

2.5 Procurement Contracting Practices and Service Delivery

The shift toward market delivery of public services, particularly contracting out, was
conceived as a means to promote efficiency, better align managerial objectives with
citizen concerns, and promote local economic development. The superiority of market
delivery is based on public choice assumptions (increased choice, efficiency). However,
recognition of the importance of transactions costs on contracting has led to empirical
analysis looking at the nature of the service and of the contracting process, as well as the

differential nature of public sector response by geography (Miller, 2014).
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The potential of private markets for public services has turned the sourcing dilemma into
a central one faced by public managers. Understanding the sourcing decision, to make or
buy, is a fundamental question in industrial economics. The theoretical analysis of
privatization and contracting out uses the concept of transactions costs to include
administrative costs as well as costs of contracting. Li et al. (2015) imagine a continuum
from public, to mixed, to private production depending on the nature of the service.

Nyambane (2013) used transactions costs to classify local government services and
assess the form of delivery. Building on Arney, Yadav, Miller and Wilkerson (2014),
theory suggests that the decision to make or buy a service will be determined primarily
by service characteristics: the level of specific physical infrastructure or technical
expertise and difficulty in contract specification and monitoring. Transactions costs have
been used to explain government choice in the decision to contract out. Some authors
find that transactions costs in the market are important in explaining decisions regarding
service delivery choice (Steane & Walker, 2000). Others argue that the costs inside
bureaucracy are higher than those found under contracting (Reeves & Barrow, 2009).
These might include political rents, budget maximizing behaviors, and perverse

incentives due to lack of competition within public bureaucracies.

2.6 Summary of the Literature and Knowledge Gaps

The study made use of the efficiency theory to explain the effect of procurement
management practices on service delivery in government owned entities. The efficiency
theory indicates that the main goal of using procurement contracting practices is to

minimize contractual transaction costs, broadly understood as obstacles to efforts to shift
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resources to their most valuable use so as to improve efficiency in service deliver.
Procurement contracting practices include competitive procurement contracting practices,
noncompetitive procurement contracting practices, negotiated procurement contracting
practices and relational procurement contracting practices. The literature above shows
that competitive contracting is the provision of a public service through a competitively
awarded contract, where a public agency seeks competitive bids to provide a particular
public service. Unlike competitive procurement contracting, non-competitive contracting
satisfies two basic conditions for contracting: independence on the part of the two
contracting entities and definite aims of the service purchase contract. In negotiated work,
plans can be less detailed and less accurate, since there is only one bidder. Lastly, the
literature shows that informal agreements and unwritten codes of conduct that powerfully

affect the behaviors of individuals within firms.

2.7 Conceptual Model

The independent variables are competitive procurement contracting practices,
noncompetitive procurement contracting practices, negotiated procurement contracting
practices and relational procurement contracting practices. The dependent variable is

service delivery in government owned entities in Kenya as shown in Figure 2.1

19



K Competitive procurement contracting\

practices

e Noncompetitive procurement
contracting practices

e Negotiated procurement contracting
practices

¢ Relational procurement contracting
practices

Service delivery in government
owned entities

o /

Independent Variables

Figure 2. 1: Conceptual Model

Source: Researcher 2015

20

Dependent Variable



CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter discussed the methodology that was used in gathering and analyzing the
data. The chapter comprises of the research design, target population, the sample size and
sampling technique, data collection instruments, pilot testing and data analysis and

presentation.

3.2 Research Design

This study used a descriptive research design. A descriptive design involves the
collection of data to answer research questions, or to offer solutions to an impending
problem that is being studied. Descriptive design is a method of collecting information by
administering questionnaires and interviews it is focused on the respondents views

(Bryman, 2003).

3.3 Target Population

The target population of this study was the staff working in the procurement departments
in government owned entities under the ministry of transport and infrastructure (Kenya
Ferry Services Limited, Kenya National Shipping Line Ltd, Kenya ports Authority,
Kenya railways corporation, Kenya Civil Aviation Authority, Kenya Airports Authority,
Kenya Maritime Authority, Kenya National Highways Authority (KeNHA), Kenya

Pipeline Company, Kenya Roads Board, National Transport and Safety Authority
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(NTSA)). The target population was therefore 351 procurement officers as shown in
Table 3.1.

Table 3. 1: Target Population

Government owned entities Target Population
Kenya Ferry Services Limited 23
Kenya National Shipping Line Ltd 34
Kenya ports Authority 43
Kenya railways corporation 23
Kenya Civil Aviation Authority 25
Kenya Airports Authority 23
Kenya Maritime Authority 27
Kenya National Highways Authority (KeNHA) 29
Kenya Pipeline Company 32
Kenya Roads Board 38
National Transport and Safety Authority (NTSA) 54
Total 351

Source: Researcher 2015

3.4 Sample Size and Sampling Technique

Stratified random sampling was used to select 50% of the target population in this study.
According to Greener (2008), for a population for between 100 and 500 (100<N<500) a
50% asample size should be selected. Stratified random sampling we used in this study as
it produces estimates of overall population parameters with greater precision and ensures
a more representative sample is derived from a relatively homogenous population. The

sample size of this study was 176 procurement officers as shown in Table 3.2.
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Table 3. 2: Sample Size

Government owned entites Target Population  Sample Size
Kenya Ferry Services Limited 23 12
Kenya National Shipping Line Ltd 34 17
Kenya ports Authority 43 22
Kenya railways corporation 23 12
Kenya Civil Aviation Authority 25 13
Kenya Airports Authority 23 12
Kenya Maritime Authority 27 14
Kenya National Highways Authority (KeNHA) 29 15
Kenya Pipeline Company 32 16
Kenya Roads Board 38 19
National Transport and Safety Authority (NTSA) 54 27
Total 351 176

Source: Researcher 2015.

3.5 Data Collection Instruments

The study used primary data, which was collected by use of semi structured
questionnaires. The questionnaires encompassed both closed ended or open ended
questions so as to enable the respondent to express their view without being affected by
the researcher. The structured questions were used in an effort to conserve time and
money as well as to facilitate an easier analysis as they are in immediate usable form
(Greener, 2008). On the other hand, the unstructured questions were used as they
encourage the respondent to give an in-depth and felt response without feeling held back
in revealing of any information. Kothari (2004) indicates that a questionnaire is a cost
efficient method to collecting information particularly from a huge group of respondents.

It also facilitates anonymity. Questionnaires were utilized in this research since the
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component of anonymity as some of the information needed is sensitive. Before data
collection, the researcher sought a research permit from the National Commission for

Science, Technology and Innovation (NACOSTI).

3.6 Pilot Test

A pilot test was conducted to test the reliability and validity of the data collection
instruments. According to Creswell (2006) validity is the extent to which results acquired
from process of analysis of the data actually embodies the phenomenon under study. In
this study, validity was improved by seeking the opinions of experts in the field of study,
particularly the supervisors. Reliability is the consistency of measurement, or the degree
to which an instrument measures the same way each time it is used under the same
condition with the same subject (Bryman, 2003). In order to test the reliability of the
instruments, internal consistency was applied using Cronbach’s Alpha. The alpha value
ranges between 0 and 1 with reliability increasing with the increase in value. Coefficient
of 0.6-0.7 is a commonly accepted rule of thumb that was used to indicate acceptable

reliability and 0.8 or higher was used to indicate good reliability.

3.7 Data Analysis and Presentation

Data analysis involves reduction of accumulated data to a manageable size, developing
summaries, looking for patterns and applying statistical techniques. The questionnaires in
this study will generate both qualitative and quantitative data. Qualitative data was
analzed by use of thematic content analysis presented in a prose form. Quantitative data

was analysed by use of descriptive and inferential statistics through the help of Statistical
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Package for Social Sciences (SPSS) version 21. Descriptive statistics included
percentages, frequencies, measures of central tendencies (mean) and measures of
dispersion (standard deviation). Data was then presented in graphs and tables. Further, a
correlation analysis and multivariate regression analysis was used to establish the
relationship between the dependent and the independent variables (Competitive
procurement contracting practices, Noncompetitive procurement contracting practices,
Negotiated procurement contracting practices and relational procurement contracting
practices).
The multivariate regression model was:
Y = Bo+ BuX1 + PaXo + PaXs + PaXyt €
Where:

Y = Service delivery in government owned entities

Bo = Constant Term;

B1, B2, PsandP4 = Beta coefficients;

Xi1- X4=Independent variables
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CHAPTER FOUR

DATA ANALYSIS, FINDINGS AND INTERPRETATION

4.1 Introduction

This chapter presents the findings and interpretations of the results based on the objective
of the study, which was to determine the effect of procurement contracting practices on
service delivery in government owned entity in Kenya. Specifically, the study sought to
establish the procurement contracting practices used by government owned entities in the
Ministry of Transport and Infrastructure in Kenya and to determine the relationship
between procurement contracting practices and service delivery of government owned

entities in the Ministry of Transport and Infrastructure in Kenya.

4.2 Response Rate

The study had a sample size of 176 procurement officers, out of which 168 responses
were obtained, giving a response rate of 95.45%. The study did not achieve a 100%
response rate as some of the questionnaires were half way filled by the respondents and
hence could not be used in the study. However, according to Orodho (2003) any response

of 50% and above is adequate for analysis thus 95.45% response rate was excellent.

4.3 Demographic Information
The demographic information presented is on the gender of the respondents, highest level
of education, duration of the respondents had been working in their organization and in

which government owned entity they were working.
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4.3.1 Gender of the Respondents
The respondents were asked to indicate their gender. The findings were as shown in

Figure 4.1.

= Male

m Female

Figure 4. 1: Gender of the Respondents

From the findings, 51.2% of the respondents indicated that they were female while 48.8%
indicated that they were female. This shows that most of the the procurement staff in
government owned entities in the ministry of transport and infrastructure were female

though the difference was small.

4.3.2 Respondents’ Highest Level of Education

The respondents were asked to indicate their highest level of education. The findings

were as shown in Figure 4.2.
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Figure 4. 2: Respondents’ Highest Level of Education

From the findings, 41.7% of the respondents indicated that they had university education,
36.9% indicated that they had college education, 19.6% indicated that they had
postgradiate education and 1.8% indicated that they had secondary education. This shows
that most of the procurement staff in government owned entities in the ministry of

transport and infrastructure had univesity education.

4.3.3 Work Experience

The respondents were also asked to indicate for how long had been working in their

organization. The findings we as presented in Figure 4.3.
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Figure 4. 3: Work Experience

According to the findings, 63.1% of the respondents indicated that they had been working

in their organization for less than 3 years, 30.4% indicated for between 3 and 9 years,

4.8% indicated for between 9 and 12 years and 1.8% indicated for above 12 years. This

shows that most of the procurement staff in government owned entities in the ministry of

transport and infrastructure had been working in their organizations for less than 3 years.

4.3.4 Government Owned Entities

The respondents were asked to indicate which government owned entity they were

working. The findings were as shown in Table 4.1.
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Table 4. 1: Government Owned Entities

Frequency Percent

Kenya Ferry Services Limited
Kenya Ports Authority

Kenya Railways Corporation
Kenya Civil Aviation Authority
Kenya Airports Authority
Kenya Maritime Authority

Kenya National Highways Authority

(KeNHA)
Kenya Pipeline Company
Kenya Roads Board

National Transport and Safety Authority

(NTSA)
Total

6

18
27
30
3

12
24

18

15

15

168

3.6
10.7
16.1
17.9
18
7.1
143

10.7

8.9

8.9

100.0

From the findings, 17.9% of the respondents indicated that they were working in Kenya
Civil Aviation Authority, 16.1% indicated Kenya Railways Corporation, 14.3% indicated
Kenya National Highways Authority (KeNHA), 10.7% indicated Kenya Ports Authority
and the same percent indicated Kenya Pipeline Company. In addition, 8.9% indicated that
they were working in Kenya Roads Board and the same percent indicated National
Transport and Safety Authority (NTSA). Further, 7.1% indicated that they were working

in Kenya Maritime Authority, 3.6% indicated Kenya Ferry Services Limited and 1.8%

indicated Kenya Airports Authority.
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4.4 Procurement Contracting Practices

Procurement contracting practices are agreements in which a buyer agrees to acquire
goods or services from a seller. This study sought to establish the procurement
contracting practices used by government owned entities in the Ministry of Transport and

Infrastructure in Kenya.

4.4.1 Competitive Contracting Practices

Competitive contracting is the provision of a public service through a competitively
awarded contract. The respondents were asked to indicate the extent to which their
government owned entities used the stated competitive contracting practices in an effort
to improve service delivery. Where 5 was Very Great Extent, 4 was great Extent, 3 was
Moderate Extent, 2 was Small Extent and 1 was Very Small Extent. The findings were as
indicated in Table 4.2.

Table 4. 2: Competitive Contracting Practices

Mean |Std.

Deviation

The government owned entity seeks to provide services at the least |4.369 |.722

possible cost through the use of competitive bids

The use of competitive bids has helped the government owned|4.351 |.767

entity in reforms in the areas such as costs, productivity and quality

The government owned entity awards a contract to the lowest|4.345 |.692
responsible and responsive proposer who demonstrates an ability to
provide quality services and products.

Through competitive bids, the government owned entity ensures|4.273 |.689

conquering with specifications from user departments
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The government owned entity selects one or more producer to|4.142 |.768

provide a specific services for a period of time.

The government owned entity has ensured smooth delivery of goods |3.863 |.978
and services in the right quantity and quality through competitive
bids.

The government owned entity always seeks competitive bids from |3.684 |.666

its suppliers for service provision over a particular period of time.

Overall Mean 4.147 10.755

To a great extent (3.684<Mean>4.369) indicated that government owned entity seeks to
provide services at the least possible cost through the use of competitive bids (4.369), the
use of competitive bids has helped the government owned entity in reforms in the areas
such as costs, productivity and quality (4.351), government owned entities award a
contract to the lowest responsible and responsive proposer who demonstrates an ability to
provide quality services and products (4.345), through competitive bids, the government
owned entity ensures conquering with specifications from user departments (4.273),
selects one or more producer to provide a specific services for a period of time (4.142),
ensure smooth delivery of goods and services in the right quantity and quality through
competitive bids (3.863) and always seeks competitive bids from its suppliers for service

provision over a particular period of time (3.684).

This shows that government owned entities were using competitive contracting
procurement practices to a great extent with an overall mean of 4.147. These findings are
in line with Entwistle and Martin (2005) argument that competitive contracting not only

results in lower costs for the public services competitively contracted, it also induces
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improved internal public cost performance. These findings also concur with Khayota
(2014) argument that competitive contracting is the provision of a public service through
a competitively awarded contract. These findings further concur with Parkera and Hartley
(2003) argument that through competitive contracting private and public organizations to
ensure that goods and services of a defined quantity and quality are produced for the

lowest possible cost.

4.4.2 Noncompetitive Contracting Practices

In non-competitive contracting practices, the contracting process is without choices from
market competition and candidates are not chosen through competitive processes. The
respondents were also asked to indicate the extent to which their government owned
entity used the stated noncompetitive contracting practices in an effort to improve service
delivery. Where 5 was Very Great Extent, 4 was great Extent, 3 was Moderate Extent, 2
was Small Extent and 1 was Very Small Extent. The results were as shown in Table 4.3.

Table 4. 3: Noncompetitive Contracting Practices

Mean | Std.

Deviation

The government owned entity used noncompetitive bids to avoid|4.244 |.950

delays occasioned if a competitive procurement was to be used

The government owned entity uses noncompetitive bids to procure|4.107 |1.116

unigque contractor expertise or services

33




The government owned entity used noncompetitive bids when the|3.869 |.823
requirements are of such an unusual and compelling urgency that the

government would suffer serious financial or other injury.

Noncompetitive bids in the government owned entity are based on|3.631 |1.052

previous contractor experience

The government owned entity uses noncompetitive bids in the|3.261 |.883

procurement of some products and services

Overall mean 3.822 10.965

To a great extent (3.261<Mecan>4.244) the respondents indicated that government owned
entities used noncompetitive bids to avoid delays occasioned if a competitive
procurement was to be used (4.244), used noncompetitive bids to procure unique
contractor expertise or services (4.107), used noncompetitive bids when the requirements
are of such an unusual and compelling urgency that the government would suffer serious
financial or other injury (3.869) and noncompetitive bids are based on previous
contractor experience (3.631). To a moderate extent the respondents indicated that
government owned entity uses noncompetitive bids in the procurement of some products

and services (3.261).

This shows that government owned entities use non-competitive procurement contracting
practices to a great extent as shown by an overall mean of 3.822. These findings are in
line with Entwistle and Martin (2005) argument that noncompetitive of sole source

procurements are frequently justified on the basis of such factors as unique contractor
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expertise, previous contractor experience with the agency of time exigencies. According
to Steane and Walker (2000), previous contractor experience is often cited by agencies as
a reason why a specific provider should continue to provide services on a sole source
basis. As indicated by Parkera and Hartley (2003), in non-competitive contracting the
contracting process is without choices from market competition and candidates are not

chosen through competitive processes.

4.4.3 Negotiated Procurement Contracting Practices

In negotiated procurement contracting practices, there is only one bidder and that one
bidder will not be afraid to ask questions about the plans, make alternative suggestions,
and explain their assumptions, since the specter of competitive bidding advantages from
one contractor to another has been eliminated. The respondents were asked to indicate the
extent to which their government owned entity used the stated negotiated procurement
contracting practices in an effort to improve service delivery. The findings were as

indicated in Table 4.4.
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Table 4. 4: Negotiated Procurement Contracting Practices

Mean |Std.
Deviation

With the use of negotiated procurement contracting it is possible to|4.351 |.684
develop a rapport and communication protocol that will be
important in the delivery of quality products and services
The use of negotiated procurement contracting in the government|4.267 |.858
owned entity comes with a greater opportunity for fast track
scheduling
With the use of negotiated procurement contracting in the|4.089 |.914
government owned entity it is impossible to prove that the lowest
qualified bid has been selected.
With the use of negotiated procurement contracting the government|3.898 |.879
owned entity spend less money on detailed plans.
The government owned entity uses negotiated procurement where |3.678 |.760
only one bidder is involved.
Overall mean 4.057 0.819

To a great extent (3.678<Mean>4.352) the respondents indicated that the use of

negotiated procurement contracting it is possible to develop a rapport and communication

protocol that will be important in the delivery of quality products and services (4.351),

the use of negotiated procurement contracting in the government owned entity comes

with a greater opportunity for fast track scheduling (4.267), with the use of negotiated

procurement contracting in the government owned entity it is impossible to prove that the

lowest qualified bid has been selected (4.089), with the use of negotiated procurement

contracting the government owned entity spend less money on detailed plans (3.898) and

the government owned entity uses negotiated procurement where only one bidder is

involved (3.678).
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This implies that government owned entities in the ministry of transport and
infrastructure use negotiated procurement contracting practices to a great extent as shown

by an overall mean of 4.057.

These findings agree with Li, Ryan and Sun (2015) argument that negotiated contracting
has some advantages — less money spent on detailed plans, less risk entering into
contracts with people whom the client may not like or trust, and a greater opportunity for

fast-track scheduling.

4.4.4 Relational Procurement Contracting Practices

Whether vertical or horizontal, these relational contracts influence the behaviors of firms
in their dealings with other firms. Relational contracts within and between firms help
circumvent difficulties in formal contracting (i.e., contracting enforced by a third party,
such as a court). The respondents were further asked to indicate the extent to which
government owned entity used the stated Relational procurement contracting practices in

an effort to improve service delivery. The results were as indicated in Table 4.5.
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Table 4. 5: Relational Procurement Contracting Practices

Mean |Std.

Deviation

Relational contracts in the government owned entity helps|4.333 |.893

circumvent difficulties in formal contracting.

A relational contract in the government owned entity allows parties |4.333 |.831
to utilize their detailed knowledge of their specific situation and to

adapt to new information as it becomes available

A relational contract in the government owned entity are based on|3.994 |.822

outcomes that are observed by only the contracting parties

Our government owned entity uses informal agreements and|3.375 |.976
unwritten codes of conduct in the products and services.
Overall Mean 4.009 |0.881

To a great extent (3.375<Mean>4.333) the respondents indicated that the relational
contracts in the government owned entity helps circumvent difficulties in formal
contracting (4.333), relational contract allows parties to utilize their detailed knowledge
of their specific situation and to adapt to new information as it becomes available (4.333)
and relational contracts in the government owned entity are based on outcomes that are
observed by only the contracting parties (3.994). To a moderate extent the respondents
indicated that their government owned entity uses informal agreements and unwritten
codes of conduct in the products and services to a moderate extent (3.375).

This implies that government owned entities in the ministry of transport and
infrastructure use relational procurement contracting practices to a great extent as shown

by an overall mean of 4.0009.
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These findings concur with Miller (2014) findings that relational contracts within and
between firms help circumvent difficulties in formal contracting. The findings also agree
with Miller (2014) argument that a relational contract thus allows the parties to utilize
their detailed knowledge of their specific situation and to adapt to new information as it
becomes available. These findings further agree with Li, Ryan and Sun (2015) argument
that relational contracting are characterized by informal agreements and unwritten codes

of conduct that powerfully affect the behaviors of individuals within firms.

4.4.5 Service Delivery
The respondents were asked to provide information on service delivery, The results were
as indicated in Table 4.6.

Table 4. 6: Service Delivery

Mean Std. Deviation
Customer satisfaction (percent) 66.023 3.325
Efficiency of service delivery (percent) 65.592 3.622
Service delivery innovations (number) 4919 378
Responsiveness (percent) 65.192 3.787

From the findings, customer satisfaction in all the government owned entities in the
Ministry of Transport and Infrastructure for the period between the year 2010 and 2014
was 66.023% on average with a standard deviation of 3.325. In addition, the average

efficiency of service delivery was 65.592%. Further, the average service delivery
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innovations were 5 with a standard deviation of 0.378. Also, the average responsiveness

was 65.192% with a standard deviation of 3.787.

4.5 Procurement Contracting Practices and Service Delivery

The second objective of this study was to determine the relationship between
procurement contracting practices and service delivery of government owned entities in
the Ministry of Transport and Infrastructure in Kenya. This study used both correlation
analysis and regression analysis to establish the relationship between the independent

variables and the dependent variable.

4.5.1 Correlation Analysis

This study made use of Pearson product-moment correlation analysis to determine
whether there is a relationship between the independent variables and the dependent
variable. A correlation is defined as a number between -1 and +1 that measures the
degree of association between two variables. A positive value for the correlation implies
a positive association. A negative value for the correlation implies a negative or inverse
association. A coefficient of zero means there is no relationship between the two items

and that a change in the independent item will have no effect in the dependent item.
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Table 4. 7: Correlation Analysis

Service Negotiated Comepetitive | Relational Non-
delivery procurement | contracting | procurement | competitive
contracting practices contracting | contracting
practices practices practices

Service Pearson 1
delivery Correlation

Sig. (2-

tailed)
Negotiated Pearson 0.112 1
procurement | Correlation
contracting | Sig. (2- ] 0.021
practices tailed)
Competitive | Pearson 462 .665 1
contracting | Correlation
practices Sig. (2- | 0.001 0

tailed)
Relational Pearson .303 .661 416 1
procurement | Correlation
contracting | Sig. (2- | 0.007 0 0.003
practices tailed)
Non- Pearson -0.277 434 0.264 0.255 1
competitive | Correlation
contracting | Sig. (2- | 0.017 0.002 0.069 0.08
practices tailed)

According to the findings, there is a positive association between negotiated procurement

contracting practices and service delivery in government owned entities in the Ministry of

Transport and Infrastructure as shown by a correlation coefficient of 0.112 and a p-value

of 0.021. The p-value is less than 0.05 and hence the association was significant. In

addition, there is a positive and significant association between competitive procurement

contracting practices and service delivery in government owned entities in the Ministry of

Transport and Infrastructure as shown by a correlation coefficient of 0.462 and a p-value

of 0.001. Further, the findings show that there is a positive significant association

between relational procurement contracting practices and service delivery in government

owned entities in the Ministry of Transport and Infrastructure. This is shown by a
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correlation coefficient of 0.303 and a p-value of 0.007. Lastly, the findings show that
there is an inverse association between non-competitive contracting practices and service
delivery in government owned entities in the Ministry of Transport and Infrastructure as
shown by a correlation coefficient of -0.277 and a p-value of 0.017, where the p-value

was less than 0.05 and hence the association was significant.

4.5.2 Regression Analysis

Regression analysis involves identifying the relationship between a dependent variable
and one or more independent variables. A multivariate regression analysis was used to
determine the relationship between the dependent and the independent variables. The
multivariate regression model was:

Y = Bo+ P1Xs + BoXz + BaXs + PaXat g

Where: Y = Service delivery in government owned entities; o = Constant Term; 1 2, B3

andf, = Beta coefficients; X;- Xs=Independent variables

Table 4. 8: Model Summary

Model R R Square Adjusted R | Std. Error of the
Square Estimate
1 0.7563 0.57199 0.52761 2.56741

The R-Squared is the proportion of variance in the dependent variable which can be
explained by the independent variables. The R-squared in this study was 0.572, which
shows that the four independent variables (Competitive procurement contracting

practices, Noncompetitive procurement contracting practices, Negotiated procurement
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contracting practices and relational procurement contracting practices) can explain

57.2% of the dependent variable.

Table 4. 9: Analysis of Variance

Sum of Mean
Model df F Sig.
Squares Square
Regression | 23.7930 |4 5.9483 67.1956 0.000
1 Residual 14.4290 | 163 0.0885
Total 38.2220 | 167

The analysis of variance in this study was used to determine whether the model is a good
fit for the data. From the findings, the p-value was 0.000 which is less than 0.05 and
hence the model is good in predicting how the three independent variables (Competitive
procurement contracting practices, Noncompetitive procurement contracting practices,
Negotiated procurement contracting practices and relational procurement contracting
practices) influence service delivery in government owned entities in the Ministry of
Transport and Infrastructure. Further, the F-calculated (67.1956) was more than the F-
critical (4.35) which shows that the model was fit in predicting the influence of the

independent variables on the dependent variable.
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Table 4.10: Regression Coefficients

Unstandardized

Standardized

Coefficients Coefficients t Sig.
B Std. Error | Beta
(Constant) 6.797 | 2.024 3.358 0.000
Competitive
0.454 |0.091 0.345 4.989 0.000
contracting practices
Non-competitive
-0.235 | 0.093 -0.212 -2.527 0.019
contracting practices
Negotiated
procurement 0.213 0.085 0.198 2.506 0.021
contracting practices
Relational
procurement 0.385 | 0.120 0.235 3.208 0.000
contracting practices

From the findings, there is a positive significant relationship between competitive

procurement contracting practices and service delivery in government owned entities in

the Ministry of Transport and Infrastructure as shown by a regression coefficient of

0.454. The p-value (0.000) was less than the significance level (0.05), hence the

relationship was significant. The results also indicate that there is an inverse significant

relationship between non-competitive procurement contracting practices and service

delivery in government owned entities in the Ministry of Transport and Infrastructure as
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indicated by a regression coefficient of 0.235. The relationship was significant as the p-

value (0.019) was less than the significance level (0.05).

The results also indicate that there is a positive relationship between negotiated
procurement contracting practices and service delivery in government owned entities in
the Ministry of Transport and Infrastructure. The relationship was found to be significant
as the p-value (0.021) was less than the significance level (0.05). Lastly, the results show
that there is a positive significant relationship between relational procurement contracting
practices and service delivery in government owned entities in the Ministry of Transport
and Infrastructure as shown by a regression coefficient of 0.385. This relationship was

significant as the p-value (0.000) was less that of the significance level (0.05).

4.6 Discussion of the Findings

The study found that government owned entities seek to provide services at the least
possible cost through the use of competitive bids to a great extent. The use of competitive
bids has helped the government owned entities in reforms in the areas such as costs,
productivity and quality to a great extent. The study established that government owned
entities award a contract to the lowest responsible and responsive proposer who
demonstrates an ability to provide quality services and products. These findings are in
line with Entwistle and Martin (2005) argument that competitive contracting not only
results in lower costs for the public services competitively contracted, it also induces

improved internal public cost performance. In addition, the study found that through
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competitive bids, the government owned entities ensure conquering with specifications

from user departments to great extent.

Further, the study established that government owned entities select one or more
producer to provide a specific services for a period of time to a great extent. These
findings agree with Khayota (2014) argument that competitive markets respond to the
invitation of the public agency, and one or more producer is selected to provide a specific

service for a period of time.

Also, the study established that government owned entities have ensured smooth delivery
of goods and services in the right quantity and quality through competitive bids to a great
extent. These findings concur with Parkera and Hartley (2003) argument that through
competitive contracting private and public organizations to ensure that goods and
services of a defined quantity and quality are produced for the lowest possible cost.
Further, the study found that government owned entities always seeks competitive bids
from its suppliers for service provision over a particular period of time. These findings
concur with Khayota (2014) argument that competitive contracting is the provision of a

public service through a competitively awarded contract.

The study also established that government owned entities uses noncompetitive bids to
procure unique contractor expertise or services to a great extent. In addition, government
owned entities used noncompetitive bids to avoid delays occasioned if a competitive

procurement was to be used. These findings are in line with Entwistle and Martin (2005)
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argument that noncompetitive of sole source procurements are frequently justified on the
basis of such factors as unique contractor expertise, previous contractor experience with
the agency of time exigencies. In addition, government owned entities use
noncompetitive bids when the requirements are of such an unusual and compelling

urgency that the government would suffer serious financial or other injury.

In addition, the study established that noncompetitive bids in government owned entities
are based on previous contractor experience to a great extent. According to Steane and
Walker (2000), previous contractor experience is often cited by agencies as a reason why
a specific provider should continue to provide services on a sole source basis. It would
appear that if firms secure sole source contracts and subsequently use the knowledge
gained to establish a unique ability to perform another contract, then they have secured an
advantage over other prospective bidders. Further, the study found that government
owned entities use noncompetitive bids in the procurement of some products and services
to a moderate extent. As indicated by Parkera and Hartley (2003), in non-competitive
contracting the contracting process is without choices from market competition and

candidates are not chosen through competitive processes.

The study revealed that with the use of negotiated procurement contracting it is possible
to develop a rapport and communication protocol that will be important in the delivery of
quality products and services to a great extent. In addition, the study found that with the
use of negotiated procurement contracting in government owned entities it is impossible

to prove that the lowest qualified bid has been selected. These findings agree with
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Nyambane (2013) findings that without the competitive bids, it will be virtually

impossible to prove that the client has selected the lowest, qualified bid.

Further, the study established that with the use of negotiated procurement contracting
government owned entities spend less money on detailed plans. The study also found that
the use of negotiated procurement contracting in government owned entities comes with a
greater opportunity for fast track scheduling to a great extent. These findings agree with
Li, Ryan and Sun (2015) argument that negotiated contracting has some advantages — less
money spent on detailed plans, less risk entering into contracts with people whom the
client may not like or trust, and a greater opportunity for fast-track scheduling. Also, the
study found that government owned entities use negotiated procurement where only one
bidder is involved to a great extent. These findings agree with Nyambane (2013)
argument that in negotiated contracting, plans can be less detailed and less accurate, since

there is only one bidder.

The study revealed that relational contracts in the government owned entities help
circumvent difficulties in formal contracting to a great extent. These findings concur with
Miller (2014) findings that relational contracts within and between firms help circumvent
difficulties in formal contracting. The study also revealed that a relational contract in
government owned entities allows parties to utilize their detailed knowledge of their
specific situation and to adapt to new information as it becomes available. These findings
agree with Miller (2014) argument that a relational contract thus allows the parties to

utilize their detailed knowledge of their specific situation and to adapt to new information
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as it becomes available. In addition, the study established that a relational contract in
government owned entities are based on outcomes that are observed by only the
contracting parties to a great extent. Also, the study found that government owned
entities use informal agreements and unwritten codes of conduct in the products and
services. These findings agree with Li, Ryan and Sun (2015) argument that relational
contracting are characterized by informal agreements and unwritten codes of conduct that

powerfully affect the behaviors of individuals within firms.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary of the findings, conclusions and recommendations for
practice and further research on the problem. The study sought to establish the
procurement contracting practices used by government owned entities in the Ministry of
Transport and Infrastructure in Kenya and to determine the relationship between
procurement contracting practices and service delivery of government owned entities in

the Ministry of Transport and Infrastructure in Kenya.

5.2 Summary of the Key Findings

The study established that government owned entities seek to provide services at the least
possible cost through the use of competitive bids to a great extent. In addition, the study
revealed that the use of competitive bids has helped the government owned entities in
reforms in the areas such as costs, productivity and quality. Further, government owned
entities award a contract to the lowest responsible and responsive proposer who
demonstrates an ability to provide quality services and products. The study also found
that government owned entities have ensured smooth delivery of goods and services in
the right quantity and quality through competitive bids. Further, the study found that
government owned entities always seeks competitive bids from its suppliers for service

provision over a particular period of time.
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The study found that government owned entities used noncompetitive bids to avoid
delays occasioned if a competitive procurement was to be used. The study also
established that government owned entities use noncompetitive bids to procure unique
contractor expertise or services. The study revealed that government owned entities use
noncompetitive bids when the requirements are of such an unusual and compelling
urgency that the government would suffer serious financial or other injury. In addition,
the study established that noncompetitive bids in government owned entities are based on

previous contractor experience.

The study found that government owned entities use negotiated procurement where only
one bidder is involved. The study revealed that with the use of negotiated procurement
contracting it is possible to develop a rapport and communication protocol that will be
important in the delivery of quality products and services. The study also found that the
use of negotiated procurement contracting in government owned entities comes with a
greater opportunity for fast track scheduling. In addition, the study found that with the
use of negotiated procurement contracting in government owned entities it is impossible

to prove that the lowest qualified bid has been selected.

The study revealed that relational contracts in the government owned entities help
circumvent difficulties in formal contracting. In addition, a relational contract in
government owned entities allows parties to utilize their detailed knowledge of their

specific situation and to adapt to new information as it becomes available. Also, the study
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found that government owned entities use informal agreements and unwritten codes of

conduct in the products and services.

The study found that all the four procurement contracting practices (Competitive
procurement contracting practices, Noncompetitive procurement contracting practices,
Negotiated procurement contracting practices and relational procurement contracting
practices) influence service delivery in government owned entities significantly. In
addition, competitive contracting practices were influencing service delivery in
government owned entities most, followed by relational procurement contracting
practices, non-competitive contracting practices and negotiated procurement contracting

practices.

5.3 Conclusion

This study concludes that government owned entities were using competitive
procurement contracting practices, relational procurement contracting practices, non-
competitive procurement contracting practices and negotiated procurement contracting
practices. The study also found that all the four procurement contracting practices were
significantly influencing service delivery in government owned entities. However,
competitive contracting practices had the most significant influence on service delivery in
government owned entities most, followed by relational procurement contracting
practices, non-competitive contracting practices and negotiated procurement contracting

practices. Although competitive contracting practices, relational procurement contracting
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practices and negotiated procurement contracting practices had a positive influence on

service delivery, non-competitive contracting practices had a negative influence.

5.4 Limitations of the Study

There were expected challenges during data collection where some target respondents
failed to give the required information as the information they offered could be used
against them. The researcher, however, worked at winning the confidence of those
involved in this research by giving them the reasons for the research and assuring them of

confidentiality of information given.

5.5 Recommendations for Policy and Practice

The study established that competitive procurement contracting practices had the most
significant influence on service delivery. The study therefore recommends that the
government of Kenya should formulate more policies to emphasize on the use of
competitive procurement contracting practices as they will help to reduce corruption,

ensure quality and low cost as well as improve service delivery.

The study also found that government owned entities use noncompetitive bids to procure
unique contractor expertise or services. The study recommends that where unique
products and services are required a noncompetitive procurement contracting practice can

be used. This will help in saving time and reduce the cost of tendering.
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The study established that with negotiated procurement contracting in government owned
entities it is impossible to prove that the lowest qualified bid has been selected. The study
therefore recommends that the government of Kenya should formulate policies to
discourage the use of negotiated procurement contracting as this will lead to collusion
and corruption, which in turn leads to low quality and poor service delivery to the public.
The study also found that the study found that government owned entities use informal
agreements and unwritten codes of conduct in the products and services. The study
recommends that more policies should be formulated to discourage the use of relational

procurement contracting practices as they can lead to collusion and corruption.

5.6 Recommendations for Further Research

The study found that the four procurement contacting practices considered in this study
could only explain 57.2% of service delivery in government owned entities. This study
therefore suggests that further studies should be conducted on other factors influencing
service delivery in government owned entities. The study was also limited to government
owned entities in the Ministry of Transport and Infrastructure. The study therefore
suggests similar studies to be conducted in other government ministries and parastatals in
Kenya. The study also suggests further studies on the challenges facing the
implementation of procurement contracting practices in government owned entities in

Kenya.
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APPENDICES

Appendix I: Introduction Letter

Gabriel Chone
University of Nairobi,
24" August, 2015.

Dear Sir/Madam,
REF: REQUEST FOR PARTICIPATION IN A RESEARCH STUDY

I am a postgraduate student pursuing a degree of Degree of Master of Business
Administration, School of Business, University of Nairobi. As part of the MBA
requirements, | have chosen to conduct a study on "procurement contracting practices and
service delivery of government owned entities in the Ministry of Transport and

Infrastructure in Kenya".

I would be grateful if you could spare some time from your busy schedule and complete
the enclosed questionnaire. All the information provided will be used purely for academic
purposes only and will be treated with utmost confidentiality. Kindly contact me In case

of any queries or clarification on any of the questions.

A copy of the study will be available upon request. Thank you for taking time to

participate in the study.

Yours sincerely,
Gabriel Chone
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Appendix I1: Questionnaire

The information herein requested is for use to meet academic requirements and as such
shall be treated with utmost confidentiality. No full or part of the information shall be
disclosed to the government, any authority or potential competitors, and hence any form
of victimization shall not be leveled to the informant for whichever kind of information.

SECTION A: GENERAL INFORMATION

1. Gender
Male [ ] Female [ ]
2. State your highest level of education
Secondary level [ ] College [ ]
University [ ] Postgraduate [ ]

3. For how long have you been working in your organization?

Lessthan 3years [ ] 3 to 9 years [ ]
9to 12 years [ ] Above 12 years [ ]
4. In which government owned entity do you work?

Kenya Ferry Services Limited [ 1]

Kenya National Shipping Line Ltd [ 1]

Kenya ports Authority [ 1

Kenya railways corporation [ 1

Kenya Civil Aviation Authority [ ]

Kenya Airports Authority [ 1

Kenya Maritime Authority [ ]

Kenya National Highways Authority (KeNHA) [ ]

Kenya Pipeline Company [ ]
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Kenya Roads Board [ ]

National Transport and Safety Authority (NTSA) [ ]

SECTION B: PROCUREMENT CONTRACTING PRACTICES
5. To what extent has your government owned entity used the following competitive

contracting practices in an effort to improve service delivery? (5=Very Great Extent,

4=Great Extent, 3=Moderate Extent, 2=Small Extent, 1=Very Small Extent).

1

2

3

4

The government owned entity always seeks competitive
bids from its suppliers for service provision over a

particular period of time

The government owned entity seeks to provide services
at the least possible cost through the use of competitive
bids

The government owned entity has ensured smooth
delivery of goods and services in the right quantity and
quality through competitive bids

Through competitive bids, the government owned entity
ensures conquering with specifications from user

departments

The government owned entity contract awards a contract
to the lowest responsible and responsive proposer who
demonstrates an ability to provide quality services and

products

The government owned entity select one or more

producer to provide a specific service for a period of time

The use of competitive bids has helped the government
owned entity in reforms in the areas such as costs,

productivity and quality
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6. To what extent has your government owned entity used the following noncompetitive
contracting practices in an effort to improve service delivery? (5=Very Great Extent,
4=Great Extent, 3=Moderate Extent, 2=Small Extent, 1=Very Small Extent).

The government owned entity uses noncompetitive bids

in the procurement of some products and services

The government owned entity uses noncompetitive bids

to procure unique contractor expertise or services

Non competitive bids in the government owned entity are

based on previous contractor experience

The government owned entity used noncompetitive bids
to avoid delays occasioned if a competitive procurement

was to be used

The government owned entity uses noncompetitive bids
when the requirements are of such an unusual and
compelling urgency that the government would suffer

serious financial or other injury

7. To what extent has your government owned entity used the following negotiated
procurement contracting practices in an effort to improve service delivery? (5=Very
Great Extent, 4=Great Extent, 3=Moderate Extent, 2=Small Extent, 1=Very Small
Extent).

The government owned entity uses negotiated

procurement where only one bidder is involved

With the use of negotiated procurement contracting it is
possible to develop the rapport and communication
protocol that will be important in the delivery of quality

products and services

With the use of negotiated procurement contracting the

government owned entity spend less money on detailed
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plans.

The use of negotiated procurement contracting in the
government owned entity comes with a greater

opportunity for fast-track scheduling

With the use of negotiated procurement contracting in the
government owned entity it is not impossible to prove

that the lowest qualified bid has been selected

8. To what extent has your government owned entity used the following Relational
procurement contracting practices in an effort to improve service delivery? (5=Very
Great Extent, 4=Great Extent, 3=Moderate Extent, 2=Small Extent, 1=Very Small
Extent).

Our government owned entity uses informal agreements
and unwritten codes of conduct in the procuring products

and services

Relational contracts in the government owned entity

helps circumvent difficulties in formal contracting

A relational contracts in the government owned entity are
based on outcomes that are observed by only the

contracting parties

A relational contract in the government owned entity
allows parties to utilize their detailed knowledge of their
specific situation and to adapt to new information as it
becomes available
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9. Please provide with the following information on service delivery

Service Delivery Units of Achievements
measure 2010 | 2011 2012 2013 2014
Service delivery Number
innovations
Customer satisfaction Percent (%)
Efficiency of service Percent (%)
delivery
Responsiveness Percent (%)
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