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ABSTRACT

Given that the inherent advantages of SACCOs imgenf flexibility and proximity to
their markets are no longer sufficient to ensurdrtbompetitiveness in the new global
economy, the adoption of new business practicesthege organizations must be
facilitated, practices whose identification will beade through a benchmarking exercise.
Benchmarking activities developed for SACCOs mugsspecific to the environment and
constraints of these organizations if the implermgon of the practices identified by such
activities is to succeed and result in increasetbpaance. Distinct strategic objectives,
greater environmental uncertainty and limited reses are some of the aspects that
would require the development of benchmarking jrastthat are specific to SACCOs if
these practices are to be adopted effectively. Mbshe literature views benchmarking
as a vector of performance, as this practice arsstherfirm's need to improve its quality,
profitability and competitiveness brought aboutrapid and important changes in the
business environment. In Nairobi North, benchmaykias been taking place in Saccos
although no empirical study has been carried oastablish the extend and its impact.
The main purpose of this study is to ingge the relationship between
benchmarking and financial performance of SACCOSis Tstudy adopted a causal
research design in order to meet its objective. Adpulation of interest of this study was
selected using random sampling method to come tipavsample size of thirty five (35)
SACCOS. The study used both primary and secondatg. drhe primary data was
collected through the use of a structured quesémanwhich was dropped and picked
later at the selected employees™ desks. The stddpted the use of descriptive and

inferential statistics in the analysis of the data.



From the findings of this study and themsuary, the study concludes that
benchmarking is used at the SACCOs as an increinemstéinuous improvement tool.
The study further concludes that benchmarking ecdnéime overall business performance
realized by the SACCOs by helping to change intepaaadigms and “see out of the
box”. The study finally concludes that financial nbemarking had the highest
relationship with the Sacco performance. The stindyefore recommends that in order
to succeed in its benchmarking activities, the SCAS should be vigilant in order to

adapt to the changes in the external environment.

Xi



CHA PTER ONE

INTRODUCTION

1.1 Background of the Study

Continuous improvement is the process of findingsM@a continually improve aspects of
business such as cost, quality, delivery, and owstoservice. During the last two
decades, benchmarking has proven to be an effegtigkty improvement tool. Deming
(1982) and a number of other quality advocates have gtyarcommended the use of
benchmarking as an essential component of contswumprovement (Graham, 1993

Ishikawa, 1985 Venetucci, 199P Benchmarking is a versatile tool because it ban

used for both incremental continuous improvemesstsvall as for major changes of

process reengineering (Bogan and English, 1994éich 1993 Kuebler, 1993 Rich,

1997. In general, benchmarking can be defined as eggsfor measuring a company's
strategy, product, process, and service performaganst top performers.(Watson,

1992 1993 Camp, 1989Whiting, 199).

Although the term benchmarking has been aroundyé&ars, it was not used as an
important quality improvement tool until the earl80s with Xerox's success to
overcome severe international competition. Alsacsid987 benchmarking has been a
critical component of Malcolm Baldrige National QittaAward criteria. As_Bogan and

English (1994)noted, since 1987, of a total 1,000 Baldrige mimenchmarking has

consistently influenced more than 500 points. Neepiquality concept, such as process

management, employee involvement, and quality phgynhas had such a broad



influence on Baldrige criteria as benchmarking.ifRasattitude toward learning and the
use of benchmarking have been common charactertiBaldrige winners and finalists

(Ford and Evans, 20p1More recently, the practice of benchmarking &nly widely

used for organizations seeking ISO 9000 certiftrati

While literature on benchmarking has become redfiti@bundant in the last few years,

certain aspects of this practice still requiretifar comprehension (Longbottom, 2000

Yasin, 2002 Dattakumar and Jagadeesh, 2008otably, this includes the short- and

medium-term effects of benchmarking on the orgdimsaand the return that
management can expect from such an activity. Bheven truer in the case SACCOS,

as reported by Dattakumar and Jagadeesh (20QBgir synthesis of 382 publications on

benchmarking. Further knowledge generated by rekees on these aspects would allow
SACCOS, with their limited resources, to bettetijygheir decision to engage or not to

engage in benchmarking activities.

Benchmarking is an activity adopted by corporatitmanprove their performance, and

is an interesting strategy for organisational leayrand adjustment (Carr and Smeltzer,

1999. It allows the firm to compare its operationaldamanagerial practices and

performance to those of its competitors (Ahreédl., 1996 Carr and Smeltzer, 199%r
to those of firms which are considered world-clasterprises or the best in their industry

(Camp, 1989 Longbottom, 200f) in order to achieve continuous improvement.

Information about practices or performance obtaif@dother firms is thus useful in

developing the benchmarking firm's operational erahagerial practices.



While it is considered beneficial, benchmarkingnat simple and cost-free. A number of
researchers have concluded that an extensive beankimy exercise, as developed for
large enterprises, is not adapted to the realitgyhthesizing the research on the subject,

Ribeiro and Cabral (2003)ave described this type of exercise as being dorfeur

steps: plan (i.e. decide what will be benchmarked @&ith whom); collect the relevant
information in order to make the comparison; amalyyge gap between the firm and its
target (another individual firm or a group of fijmand make the changes to reduce this

gap if needed.

Given the available resources, such a benchmarkxegcise can last many weeks or

many months. In a survey study, Longbottom (20@ported three to six months for

planning a benchmarking activity, three to six nisntor analysis and six to 12 months
for its implementation. Apart from the fact that mpacompanies generally have
insufficient human and financial resources to atecto benchmarking, especially if the

expected benefits of this activity are not immesli@adrinathet al., 1998 one obstacle

is that owner-managers generally refuse to dividgategic information, given their
firm's vulnerability (Julien, 1998 Being preoccupied with the day-to-day management
of the organization, the latter are often not avwdrne need for and the potential benefits

of benchmarking, and thus consider it to be olelitise (Monkhouse, 1995However,

while most owner-managers have not undertaken Inesudtting activities for reasons of

lack of time or resources (Carr and Smeltzer, 13@ndalakis and Nelder, 2001hose

that have seem to recognize a posteriori the effsoess of benchmarking and its

usefulness for their organization (Casselal., 200).




1.1.1 Savings and Credit Cooper ative Societies

Savings and Credit Cooperative Societies (SACC@sysgnonymous with credit unions.
The International SACCO Alliance (2000) definesdir@nions as the legally constituted
not-for-profit financial institutions, chartered drsupervised, for the most part, under
national SACCO law and created to meet the basentiial service needs of primarily
low and middle income citizens who generally cahatiain these services through the
existing banking system. The unions provide a meangarn the value of regular
savings and wise use of credit. They are a forracohomic empowerment, based upon
an individual's ability to control and manage theafcial institution that provides

savings, credit and financial management (Goto4200

A SACCO is a voluntary’ contractual organizationpafrsons having a mutual ownership
interest in providing themselves with needed sefgjcon a non-profit basis. It is usually
organized as a legal entity to accomplish an ecanoabjective through joint

participation of its members. In a SACCO the inwe=tt and operational risks, benefits
gained, or losses incurred are shared equitablyshhyembers in proportion to their use
of the SACCO'’s services. A SACCO is democraticaliytrolled by its members on the
basis of their status as member-users and notvastors in the capital structure of the
SACCO.SACCO members are individuals, partnershipgporations, and associations-
holding membership in a SACCO organized withoutitehgtock or holding stock. In a

SACCO with capital stock these persons are instriahen starting or keeping the

SACCO bhusiness going because they realize thegaar their economic problems and

attain their goals only by working together. Thejuntarily affiliate with the SACCO.



1.2 Statement of the Problem

Given that the inherent advantages of SACCOs imgeof flexibility and proximity to
their markets are no longer sufficient to ensumrtbompetitiveness in the new global

economy (Skandalakis and Nelder, 2))0the adoption of new business practices by

these organizations must be facilitated, practi®se identification will be made

through a benchmarking exercise (Cagliehal., 200). Noting this, Casseét al. (2001)

emphasize that benchmarking activities developedSBCCOs must be specific to the
environment and constraints of these organizatiothe implementation of the practices
identified by such activities is to succeed andiltei increased performance. Distinct
strategic objectives, greater environmental ungestand limited resources are some of
the aspects that would require the development esfclmarking practices that are

specific to SACCOs if these practices are to beteatbeffectively.

Studies done in both small and large organizatsmsw that the implementation of
certain practices found in business excellence msdugs had satisfactory outcomes in

operational and financial terms (Oakland, 19%®cally many studies have been done on

benchmarking. Amolo (2002) studied benchmarking trder delivery process for
continuous improvement the case of the Kenyamdiistry, Gitonga (2005) conducted a
survey of improvements through benchmarking inKleayan construction firms, Namu
(2006) researched on benchmarking as a performenpevement tool the case of
KPLC, Litunya Ambula (2006) evaluated benchmarki&gperformance in public

secondary schools in Nairobi Province, Magutu (30@®nducted a survey of
benchmarking practices in higher education in Kethya case of public universities,

Kombo (2007) did a survey of the extent of impletaéion of benchmarking practices in



the manufacturing sector in Kenya while Victor bek (2007) studied benchmarking
health, safety & environmental performance measargmractices in the oil industry in
Kenya. In Nairobi North, benchmarking has beenrngkplace in Saccos although no
empirical study has been carried out to estabhsgheixtent and its impact. According to
the Management Reports (2010), Telepost Sacco tgokimited in its endeavor to
diversify its product line, benchmarked from leagiplayers in the sector such as
Mwalimu, Ukulima, Harambee and Stima saccos. Veful information was obtained
about key result areas like membership retentiteiff productivity, interest rates on
loans and system software efficiency. To the be#teresearcher’'s knowledge, no study
has been done on the relationship between bencimgakd performance in the context
of SACCOs. This study therefore seeks to find obetver benchmarking practices of

SACCOs affect their performance.

1.3 Objectives of the Study

The study was guided by the following objectives: -

I.  Toinvestigate the extent of implementation of enarking in SACCOs.

ii.  To investigate the relationship between benchmgrkimd financial performance

of SACCOS



1.4 Research Questions
The following research questions were tested:

I.  To what extent have SACCOS adopted benchmarking?

ii.  Does benchmarking affect the financial performasfcBACCOs?

1.5 Importance of the study

The study is invaluable to the following:

SACCOs M anagement

The study is invaluable to the SACCOs managemetthianit provides an insight into the
various effects of benchmarking on their businas&tres and ultimately on SACCOs

performance.

Government and policy makers

In the development of Government policy papers,rite of the financial sector greatly
needs the effective participation of SACCOs. Thicganaker is able to know how well
to incorporate the sector and how effectively teuga it's full participation. The study is
also useful to the Government in policymaking relgay taxation and other regulatory

requirements of SACCOs in the country.



Academicians and Resear chers

The academicians are furnished with relevant in&drom regarding effects of
benchmarking on the business performance and dlg sbntributes to the general body

of knowledge and forms a basis for further research



CHAPTER TWO

LITERATURE REVIEW

2.1 I ntroduction

This chapter summarizes the information from otlesearchers who have carried out
their research in the same study of capital budgeiihe specific areas covered here are
benchmarking, benchmarking process, benchmarkiolg,tapplication of benchmarking
in various areas of businesses, advantages of tmamking and relationship between

benchmarking and performance.

2.2 Theoretical review

Despite their differences, both liberals and Masxexplicitly or implicitly recognize the
public sector as a realm in which conflicts of nets take place. For some theorists, this

marks an essential difference with the private@eets Lundvall and Tomlinson (2000,

pp. 8-9) point out, “While the idea that firms have complekjectives reflecting a
compromise between different interest groups (osjnenanagement, employees,
customers, society at large, etc) may be contr@aleisis obvious that public activities
normally have to take into account conflicting netts and objectives”. In fact, in a
capitalist form of public sector, a governmentdigocan be defined as a “programme of

action” (Moodie, 1984, p. J3that serves the most powerful of those interestd

objectives. Since, policy benchmarking is itsetbal of policy-making, it cannot ignore

this fact



Resour ce Dependence Theory

Resource Dependence Theory (RDT) is the study of the external resources of an
organization affect the behavior of the firm. Thequrement of external resources is an
important tenet of both the strategic and tactiohnagement of any company.
Nevertheless, a theory of the consequences ofrtipsrtance was not formalized until
the 1970s, with the publication of The External €ohof Organizations: A Resource
Dependence Perspective (Pfeffer and Salancik 1®R&jource Dependence Theory has
implications regarding the optimal divisional stiwe of organizations, recruitment of
board members and employees, production strategestract structure, external
organizational links, and many other aspects ofawmizational strategy. Resource
Dependence Theory is one of many theories of orgéinnal studies regarding the
behavior of organizations. In many ways, the pisalis of Resource Dependence
Theory are similar to those of transaction cosheaaics, but it also shares some aspects

with institutional theory.

Selection Psychology Theory

Past behaviour and performance is considered tbébest predictor of future financial
performance according to the theory of selectiortipslogy (Ling, 200D Hoganet al.'s
recent meta-analytic research suggests that peafaren in many jobs should, in
principle, be predictable using good measures it ehaviour and performance,
including “being responsive to client's needs”,iffgepersistent” and “taking initiatives”.

Many studies show that past performance is an itapbrselection criterion for

10



construction consultants (Winch and Schneider, },9&8ticularly when projects are of a

complex nature.

2.2 Benchmarking

Defining benchmarking and its various forms camb@nfusing task as both managers
and academics tend to create their own definit@osording to their perceptions and
applications of the technique and philosophy. Withmuch doubt the central essence of
benchmarking is about learning how to improve bessn activity, processes and
management. However, benchmarking as a term hams useszl widely to refer to many
different activities. Reference to the wide vaoatin commonly used definitions serves
to highlight the diversity: “A continuous systentaprocess for evaluating the products,
services and work of organisations that are resaghas representing best practices for
the purpose of organisational improvement” (Spengol992); “A continuous search
for, and application of, significantly better praes that lead to superior competitive
performance” (Watson, 1993); “A disciplined proc#sat begins with a thorough search
to identify best-practice-organisations, continwath the careful study of one’s own
practices and performance, progresses throughnsgitesite visits and interviews, and
concludes with an analysis of results, developmeft recommendations and
implementation” (Garvin, 1993); “Benchmarking is axternal focus on internal
activities, functions, or operations in order thiage continuous improvement” (McNair
and Leibfried, 1992) and “Benchmarking is systemand continuous measurement
process: a process of continuously measuring anthaong an organisations business

processes against process leaders anywhere inaitheé @ gain information which will

11



help the organisation to take action to improvepgésformance” (APQC/IBC cited in

Watson, 1993, p. 3).

Allan (1993) defines benchmarking as a technigbat thelps in measuring and
comparing the performance of an existing processjyct or service, against that of the
recognised best in class, both outside and ingidecompany. Allan goes further by
stating that benchmarking can be seen as one afuhlégy activities that can be applied
to process improvement. Similarly, Shetty (1993plaked that benchmarking is a
continuous process of measuring products, servares practices against the best
competitors, or those recognised as industry lsad&Dell, states in The Benchmarking
Workbook: Adopting Best Practices for Performanogriovement (Watson, 1992), that
benchmarking is a sequential process of learniagehipe for organisational success. In
summary, benchmarking is a process that facilittdaming and understanding of the
organisation and its processes. It enables orgamsato identify the key processes that

need improvement, and to search for applicablisolsi from the best in class.

Benchmarking competitors has become a commonly-asedaccepted strategy of US
firms today. Benchmarking has been used to obtaformation for assessing and
improving such functions as new products, custorbdling, shipping, quality,

manufacturing costs and training. (Camp, 1989)y @&990) believes that one’s
competitive position can be best assessed in sidede comparisons with one’s best
target competitors. This theme is further developgtlVoodside and Wilson (1994), who
conclude that benchmarking competition may be “ohdhe best research tools for

gaining and maintaining a distinctive competencg emhelp from being blind-sided by

12



competitors”. Lambert (1992) believes that the maskaningful competitive

benchmarking occurs when customers evaluate cotopetsupplier performance, as
well as assign importance ratings to supplier kaites. The concept of bench marking
competition in the supplier-buyer interaction andpéoying importance factors is a

further ingredient used in developing the perforogaassessment model.

Benchmarking is still not well defined, since o2 definitions were found by one
source (Heib and Daneva, 1995). The original mepafrthe word benchmark refers to a
metric unit on a scale for measurement. From a gene perspective, benchmarking
has been defined as a continuous, systematic proiesevaluating the products,
services, and work processes of organizations ahatrecognized as representing best

practices, for the purpose of organizational impraent.

2.2.1 Types of Benchmarking

Process benchmarking: The SACCOS focus their observation and investigatd

business processes with a goal of identifying amkoving the best practices from one or
more benchmark firms. Activity analysis is requirgdere the objective is to benchmark
cost and efficiency; increasingly applied to badkee processes where outsourcing may
be a consideration (Watson, 1992). Dimensions &ltyieneasured are quality, time, and

cost. Improvements from learning mean doing thimefser, faster, and cheaper.

Product benchmarking: Saccos try to find out what products are beingretfeby the
others and make comparisons in terms of their chstsover and loans default rate. This
process can sometimes involve reverse engineefmgchvis taking some of competitor’s

products to find strengths and weaknesses.

13



This leads to designing new services and produatpgrading the current ones.

Financial benchmarking: This refers to the process by which a fiperforms a
financial analysis and compares the results in @#orteto assess its overall
competitiveness and productivity. It's measured rbyurn on investment, return on

capital and liquidity (Watson, 1993).

Operational benchmarking: Thisembraces everything from staffing and productitaty
office flow and analysis of procedures performédis indicated by: The number of
customers a member of staff can serve in a dayio Rdt staff to membership and

members’ withdrawal rate.

Strategic benchmarking: This refers to proactive analysis of emerging tegmaghtions in
markets, processes, technology and distributioh dbald affect strategic direction and
deploymentin SACCOS,this involves observing how others compete anchascated
by the extent to which a SACCO compares its strasetyp those of top performers in the

industry with the intention of adopting the besatdgic practices.

2.3 Benchmarking Process

The application of benchmarking varies in terms mifrpose and style but all
benchmarking models follow five generic stages: lanping; analysis and data

collection; comparison and results; change; aadfication and maturity.

The benchmarking process has a number of levelcéimbe used in the analysis of an
organization. These include (Camp, 1989): Interbehchmarking — benchmarking

against internal operations or standards, usuallya imulti-division or multinational

14



enterprise, Industry (or competitive) benchmarkirgbenchmarking against other
companies in the same industry, whether they aextdcompetitors or not and Process
(or generic) benchmarking — benchmarking generacesses (e.g. order receipt and

dispatch process) against best operations or lsadany industry.

Camp (1995), a former Xerox benchmarking champiseparated the industry
benchmarking, category (2), into “competitive” affdnctional” benchmarking, with

direct competitor benchmarking fitting under thenfier category, and those from other
industries within the latter. Pozos (1995), presemtnother category, strategic
benchmarking, which is defined as: Proactive amalgé emerging trends, options in
markets, processes, technology and distributioh d¢bald affect strategic direction and

deployment.

The strategic benchmarking approach may show peorfos determining forward
looking benchmarks; those that help to identify stupam” and “change domain”
measures. “Futures benchmarking” (von StackelbE9§3), is a process benchmarking
approach that may have applicability in aiding tlmalysis of breakthrough
advancements. It is a technique that looks at t@olgres associated with business
processes and uses forecasting techniques to de¢ewhat breakthroughs exist among
these technologies, which could eventually serve baschmarks. The futures
benchmarking technique is primarily focused on tedbgy benchmarking, but analysis
and forecasting of advanced processes may be addéd technique. These upstream

measures and forecasting techniques will proveuligaf agility measurement.
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The process for benchmarking should be multidineraiincluding public domain flow
charts and metrics, visitation, presentations ath@rosecondary source information. A
multidimensional approach for gathering data wélphin triangulation of the data, and

thus further the validity of its use (Longmire, 599

Some of the characteristics to make benchmarkiegessful include (Sheridan, 1993):
being tied to the corporation’s overall strategibjeatives; being able to operate
efficiently; being composed of interested motivaggebple; focus on relevant work-
group-level issues; set realistic timetables; pie& correct business partners; follow
proper protocol; collect manageable bodies of dataerstand the processes behind the
data; and identify targets in advance. In additmtfalls for concern include the lack of
management commitment, focusing on metrics ratiaar processes, and lack of follow-

up to the benchmarking process (DeToro, 1995).

2.4 Benchmarking Tools

An effective benchmarking process needs to be gtggboby appropriate tools
(identification, collection, analysis and implematidn tools) and metrics. In a relatively
comprehensive review of the techniques and toodslabte for benchmarking, Camp
(1995) summarizes the tools available for eachhefrhajor steps in the benchmarking
process. Tools used in benchmarking had receiveteraus attentions. Basically, there
are two types of measurements — parametric andpacametric. The tools used to

evaluate these two categories of measurement differ

16



2.4.1 Graphical Form

In the context of parametric analysis, benchmarkiogmnally use gap analysis based
techniques for performance measurement. Some ofptpalar gap analysis based
techniques are the “spider” or “radar” diagram anel “Z” chart. These tools are very
graphical in nature. Advantages of these toolstlaeegraphical approaches made them
easy to understand and they are capable of shawitigple dimensions simultaneously.
However, their disadvantage is that, they causenweniences to the analysts as they
have to integrate all the elements into a compbetaure. Another well-known method
used is the ratio. It computes the relative efficies of the output versus the inputs and
is easily computed. However, a problem with congmarivia ratios is that different ratios
give a different picture and it is difficult to cdmime the entire set of ratios into a single
judgment. Analytic hierarchy process maturity mat(Homburg, 2001) is another
alternative technique used in benchmarking of perémce measurements. This
technique utilizes a weighted score in the analgsigarious benchmarks and provides a
single score using perceptual values set forthdmysibn makers. This is a multi-attribute
utility technique. Though, this method helps tomjifg measure and provide managerial
input, it is subjugated to high degree of subjettivin addition, the rank-reversal

problem in AHP reduced its usefulness.

Most current tools focus on presenting the datsome graphical form. The presentation
graphics are simply understood and capable of sigpwhe multiple dimensions
simultaneously, but it is still up to the analystitegrate these elements into a complete
picture. Another approach is the use of the amalyterarchy process maturity matrix

(Eyrich, 1991) which utilizes a weighted scoringheique in the analysis of various
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benchmarks and provides a single score using pewepalues as set forth by decision
makers. Statistical methods used to analyze tha meiude regression and various

descriptive statistics (Blumberg, 1994; Schefcyi393).

Four general categories of graphical presentatrenuged: simple summaries such as
tables, frequency distributions (quartiles, rankktogram, or scatter diagrams), and

conventional bar charts visualizing an indicatatsas equipment efficiencies.

2.4.2 M ultiple Regression

Statistical methods (i.e. regression and variouscrilgtive statistics) are also used to

analyze data in performance benchmarking (Mose®®51 These are parametric

measures. Even though strong theoretical foundatiostatistical tool such as multiple
regressions is able to provide meaningful integireh of the data, yet a limitation occurs
in the number of simultaneous inputs and outpusrieeds to be considered. Regression
eqguations can only analyze one single output mh@ &nd one must repeat the regression
analysis as often as the number of criteria inadude addition, regression analysis can
only determine average values, which probably doaatually occur in any of the units
examined. The results therefore hardly can servbeashmarks because they neither
represent “best practice” nor do they exist inréad world. Similarly, regression analysis
inherits the assumption that all observed firms loiov their input factors in the same

way. However, in practice, production technologpitglly varies (Freeman, 1994

Vromen, 1995

Yet, even with the strong theoretical foundation stditistical tools such as multiple

regression, a limitation occurs in the number ehudtaneous inputs and outputs to
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consider (from a dependent/independent variablespgetive) and that regression

measures a correlation or central tendency, bubest practice.

2.4.3 Balanced Scorecard (BSC)

Moving to the non-parametric methods, one of thmmonly used tools in performance
measurement is balanced scorecard (BSC). BSC m®wadcomprehensive framework
that translates a company's strategic objectivés & coherent set of performance
measures. Much more than a measurement exerces®30 is a management system
that can motivate breakthrough improvements incalitareas such as product, process,

customer and market development (Kaplan and Noft683. The scorecard basically

covered four different perspectives from which two@se measures. It complements
traditional financial indicators with measures adrfprmance for customers, internal

business/processes and innovation and learningtaegi (Kaplan and Norton, 19%6in

this way, BSC is distinguished itself by being alde link the company's strategic
objectives to the long-term trend analysis for plag and performance evaluation.
However, BSC specifies neither any mathematicakthkdgrelationships among the
individual scorecard criteria nor a unitary, obyeetweighting scheme for them. Hence,
it is difficult to make comparisons within and assofirms on the basis of BSC. In
addition, the inefficient use of resources may goeaognized and one normally turns to
parametric methods in order to arrive at some juglgsiabout the efficiency of resource

usage (Rickards, 2003
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2.4.4 Data Envelopment Analysis (DEA)

Another non-parametric tool that is commonly usemt benchmarking is data
envelopment analysis (DEA). DEA uses the lineagpomming technique to evaluate
the efficiencies of the analyzed units. DEA hasnbeszently applied as a benchmarking

tool innovation in supply chain (Talluri and Sark¥01). DEA is able to evaluate the

performance measures quantitatively as well astqtiaély, hence enabling managers to
make reasonable judgment on the efficiency of #mource usage. The concept of
efficient frontier analysis suggested by FarrelB57) forms the basis of DEA for

evaluation of performance units. At such, it takés consideration the best value that
can be obtained from the set of data and is notdbam the average value. A brief
methodology of DEA is discussed. DEA requires thpuis and outputs for each
decision-making unit (DMUs) to be specified. It Wihen define efficiency for each

DMU as a weighted sum of outputs divided by a wedghsum of inputs, where all

efficiencies are restricted to lie between 0 andhlcalculating the numerical value for
the efficiency of a particular DMU, the weights athosen so as to maximize its

efficiency, thereby presenting the DMU in the bpstsible light._Schefcyzk (1993)

showed that for internal benchmarking, traditiorsio approaches correlate with simple

DEA models. Athanassopoulos and Ballantine (19@8her supported this concept and

added that ratio analysis itself is insufficient &ssessing performance. More advanced
tools such as DEA need to be used to complemeiat aatlysis. Past work has also
showed that DEA can be used effectively as a pedoce analysis tool in benchmarking

(Bell and Morey, 1996 However, the two techniques have not been elglimked.
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2.5 Application of Benchmarking I n Various Areas of Businesses.

Since the early 1980s a large number of articles lieeen written on the application of
benchmarking in various areas of businesses. Th&erbof these articles is extremely
diverse ranging from manufacturing to health camarketing, supply chain, human

resources, and accounting. Harrison (199@sents detailed analysis of the evolution of

different aspects of benchmarking activities. Bogamd English (1994)present a

comparison of the Xerox and Kodak benchmarking g¢gees. Although the two methods

utilize a different number of steps, their ovetadlic is quite similar.

Zairi and Whymark (2000present successful results of the applicationesichmarking

at the British Royal Mail. The benchmark focusetirely on the speed of computational
performance, and other important features of a ecdenpsystem, such as: Qualities of
service, aside from raw performance. Examples aheasured qualities of service
include security, availability, reliability, execdoh integrity, serviceability, scalability

(especially the ability to quickly and nondestruety add or reallocate capacity). There
are often real trade-offs between and among thesditigs of service, and all are

important in business computing. Transaction Piings Performance Council

Benchmark specifications partially address these@ms by specifying ACIproperty

tests, database scalability rules, and servicd fegeirements.

Applications of benchmarking to world-class puréhgsand to US service sectors have

been reported by Rotét al. (1997) According to them, benchmarks do not measure

Total cost of ownership Transaction Processing Performance Council Beadkhm

specifications partially address this concern acgying that a price/performance metric

21



must be reported in addition to a raw performancsris) using a simplified TCO

formula.

The use of benchmarking as an effective orgamizatilearning tool is presented by

Ford and Evans (2001Watson (2001)O’'Dell and Grayson (200@nd_Evans and Dean

(2003) They employed Benchmarking to measure real wpddormance of mixed
workloads running multiple applications concurrently in all,fumulti-department or
multi-application business context. For exampleM8 mainframeservers (System 29
excel at mixed workload, but industry-standard bemarks don't tend to measure the
strong 1/0O and large and fast memory design suchese require. (Most other server
architectures dictate fixed-function (single-purg@opdeployments, e.g. "database servers"
and "Web application servers" and "file serversjtl aneasure only that. The better
guestion is, "What more computing infrastructureuidol need to fully support all this
extra workload?"). Benchmarks are having troublapéidg to widely distributed servers,
particularly those with extra sensitivity to netwaiopologies. The emergence of grid
computing in particular, complicates benchmarking since somnorkloads are "grid
friendly", while others are not. A comprehensivst Iof legal and ethical issues of

benchmarking is presented by Brue (20883 Bogan and English (1994lthough the

content of the above articles is diverse, theirrapgh is primarily product or process
benchmarking and they focus only on the technicadl @muantitative aspects of

benchmarking. However, as Furey (1983bldwasser (1995Kaplan and Norton (1992)

and Talluri and Vazacopoulos (1998)gued, effective benchmarking is more than

comparative analysis of quantitative measures foom company to another. They argue

that Vendor benchmarks tend to ignore requiremtamtslevelopment, test, and disaster
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recoverycomputing capacity. In some embedded systems,enhemory is a significant

cost, better code densitan significantly reduce costs.

2.6 Advantages of Benchmarking

Among the advantages of benchmarking is its aliitgdraw on existing knowledge and
tools for strategic planning, competitive analygispcess analysis and improvement,
team building, data collection and perhaps mostomant, organisational development.
Also, benchmarking provides a high payoff in tewhguality, productivity and customer
satisfaction, when linked to a strategic planninganfework (Daniels, 1996).

Consequently, benchmarking is a technique thatshalghe implementation of change.

Equally, benchmarking provides an insight into pikng business performance, by
observing the achievement of other organisatiorgs Thformation is often obtained
through the examination of one’s competitors. Thhenchmarking is equally an
awareness technique that could help organisationdoecome familiar with new
technological and managerial breakthroughs thagrathganisations are already using in

their processes (Allan, 1993).

In summary, benchmarking has been shown to offgairosations the following benefits:
It adequately meets end-user/customer requiremertsrms of business improvement
(Camp, 1989; Shetty, 1993), It establishes pragngaals based on a concerted view of
external conditions (Spendolini, 1992), It deteresirauthentic measures of productivity
(Allan, 1993); It helps to change internal paradsgamd “see out of the box” (Spendolini,
1992); It supports the quest for a competitive fpasi(Camp, 1989); It creates awareness

of industry good practice (Camp, 1989; Shetty, 1998 finally It provides significant
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leaps in performance not always attained by othanagement techniques (Sedgwick,

1995).

Despite these benefits, and the fact that existiegchmarking literature strongly
promotes the advantages, benchmarking like mostagement techniques has some
areas that could be further developed (Wareham Gedlits, 1999; Bhutta and Huq,
1999; Cox and Thompson, 1998). These areas arentiedlye based on the
appropriateness of the information used duringbilechmarking study. This paper has
categorised these areas using the following headisigitic perception, transferability,
diversity, lack of direction and reductionist apgpeb. The sections below describe how
the classification-based framework proposed by gaper will help to develop these
areas or avoid their limitations, whilst facilitady the learning process that is pivotal to

benchmarking.

2.7 Empirical Review on Benchmarking and Financial performance

Most of the literature views benchmarking as a mecf performance, as this practice
answers the firm's need to improve its quality fipebility and competitiveness brought
about by rapid and important changes in the busimesironment (Haughton et al.,
1999; Skandalakis and Nelder, 2001). For Underdamah Talluri (2002), benchmarking
is the initial step in a continuous improvementgess. At the operational level, it can
lead to significant improvements in terms of flakilp, integration, reduced costs, and
customer satisfaction (Brah et al., 2000). For Atnet al. (1996, in Camp, 1989),

benchmarking allows an organisation to achieve iocoatis improvement by quickly
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signalling deterioration in its competitiveness identifying areas that need to be

adjusted.

Among the relatively few empirical investigationstbe manufacturing sector, Voss et
al.'s (1997) study of 660 European firms found Ihemarking to have a positive effect on
both operational and financial performance. Theyasneed performance using various
standard financial performance measures of praliifabThe key measures are: Gross
profit margin, revenue growth, Operating margint pi®fit margin and Return on capital
employed (ROCE).Operational performance was measured using thelrigars behind
financial performance, such as: Process efficieldyman resource development,
Leadership effectiveness, Customer retention aoaitty; Product and service innovation
and Brand image and reputation. EImuti's (1998yesunf 152 American firms reported
that 60 per cent found their benchmarking prograntmebe cost-effective, having
obtained sufficient benefits in terms of qualitydgoroductivity. Examining value-chain
management practices, two other studies found ieathmarking firms operationally
and financially outperformed non-benchmarking fir(#med et al., 1996; Carr and
Smeltzer, 1999). Furthermore, Voss et al. (199dnhdba positive relationship between
benchmarking and performance, the relation beimgnger for operational performance

than for business or global performance.

However, the relationship between benchmarking @erormance is very difficult — if
not impossible — to isolate. Confirming this ditflty, Omachonu and Ross (1994, in
Elmuti and Kathawala, 1997) mentioned that Xeroxiexed higher performance simply

by the improved process and climate in the whotmwoization. Hanson and Voss (1995)
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concluded their paper by stating that benchmarlatgne is not sufficient — the
organization also needs vision, energy and teamwmikcrease its performance after a
benchmarking activity. Finally, as suggested byr@ad Smeltzer (1999) and Ahmed et
al. (1996), while a benchmarking exercise may Ineedi at one functional area such as
manufacturing, firms may also as a result implenr&aw managerial practices in other
areas such as human resources management that caiddbute to increased

performance.

Benchmarking is a universal management tool that loa defined as the systematic
process of searching for best practices, innovatdeas, and effective operating

procedures that lead to superior performance (BagahCallahan, 2001Ilts main idea

is to realize real breakthroughs in performanceugh the identification of best practices
that contribute to performance improvements. Beratking stimulates companies to
learn quickly from others in order to leap aheadtled# competition and create new

performance standards (Garvin, 199Boysonet al. (1999)stated that a company may

belong to many supply chains due to the fact teat &reas of logistics decision and
market access are under their direct control. Belution of supply chain management
in the last decade has testified that an increasurgber of companies seek to enhance

performance beyond their own four walls. Christaphd998) proposed that

benchmarking is relevant in studying the supplyihay measuring the company's
products, services, and processes and comparimg #gainst the relevant metrics of

successful firms.
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Supply chain benchmarking is an improvement teamithat considers how others
perform a similar activity, task, process or fuanti By comparing the company's
operations with those of other organizations, thisrgotential to learn and improve

performance. Hanman (1998ated that supply chain benchmarking can lea@no

increase in the competitiveness of the companyhasperformance of a company is

compared with the best practice of its kind infibél.

2.8 Conclusion

From the review of the literature above benchmayksna disciplined process that begins
with a thorough search to identify best-practicgamisations, continues with the careful
study of one’s own practices and performance, gssgs through systematic site visits
and interviews, and concludes with an analysis ebkults, development of
recommendations and implementation. The applicatiomenchmarking varies in terms
of purpose and style but all benchmarking modelleviofive generic stages: planning;
analysis and data collection; comparison and reswuhange; and verification and
maturity. An effective benchmarking process needbe supported by appropriate tools

and metrics.

Since the early 1980s a large number of article lieeen written on the application of
benchmarking in various areas of businesses. Th&erbof these articles is extremely
diverse ranging from manufacturing to health camarketing, supply chain, human
resources, and accounting. Benchmarking is thelrsitep in a continuous improvement
process. At the operational level, it can lead igmiicant improvements in terms of

flexibility, integration, reduced costs, and cus&snsatisfaction. Most of the literature
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views benchmarking as a vector of performancehigspractice answers the firm's need
to improve its quality, profitability and competiéness brought about by rapid and
important changes in the business environment. Sthdies reviewed in this chapter
consist of research that have been done on th# diebenchmarking in the developed
countries whose business strategies are quiterelffefrom the business strategies
adopted in the developing countries like Kenya. $tuglies have also been conducted on
other companies but not on SACCOS. Therefore tb&igt a gap in literature on the
relationship between benchmarking and performafh@ACCOS. This study thus seeks
to fill the gap in literature by investigating tinelationship between benchmarking and

financial/operational performance. a case studyaifobi based SACCOS.
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CHAPTER THREE

RESEARCH METHODOL OGY

3.1 Introduction

This chapter sets out various stages and phasesvénra followed in completing the

study. It involves a blueprint for the collectiongasurement and analysis of data. This
section is an overall scheme, plan or structuredlted the researcher in answering the
raised research question. The chapter deals wsmareh design, target population, data

collection instruments, data collection procedwed finally data analysis.

3.2 Research Design

This study adopted a causal research design. CResalarch explores the effect of one
variable on another, that is, measures what impagkecific change will have on existing
norms hence is useful in hypothesis testing (Kp#aetam, S, Brown, L & Armstrong

(2006).This research design was selected so tadinancial impact of benchmarking on

the performance of SACCOs can be established.

3.3 Population

A population is the total collection of elementsoabwhich the researcher wishes to
make some inferences (Cooper & Schindler, 2003puldion is also defined as the
complete set of cases or group members (SaundeiseMis P., Thornhill A.2007). The
population of interest was all SACCOs in Nairoboyince while the study set up was
Nairobi North District. There were 375 active SACE&0n Nairobi North District

(District commissioner of co-operatives, Nairobiri¥y.
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3.4 Sample Size

The sample of interest of this study was seleatag random sampling method to come
up with a sample size of thirty five (35) SACCO$nfle random sampling was selected
so that all samples of the same size would havegaial chance of being selected from
the population. According to Cooper and SchindB03), random sampling frequently
minimizes the sampling error in the population.sTm turn increases the precision of

any estimation methods used.

3.5 Data Collection

The study used both primary and secondary dataonBlacy data was derived from
management reports and Annual General Meeting tgponanagement books and
research reports. The primary data was collectedugh the use of a structured
guestionnaire which were dropped and picked latéreaselected employees™ desks. The

guestionnaire consisted of both open and closeddqdestions.

One employee was selected from each of the samNa&dbi North based SACCOS and
administered with the questionnaire. The staffeget from the SACCOS were those in
managerial positions. This is because they are moreersant with the relationship
between benchmarking and performance at the SACG@dso made it easier to get

adequate and accurate information necessary faetearch.

The information also included company operatigmalicies, laws and regulations that

should be adhered to.
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3.5.1 Validity and Reliability of Research Instrument

Validity is the degree by which the sample of fe=ins represents the content the test is
designed to measure. Content validity which wasleyegl by this study is a measure of
the degree to which data collected using a padrcuistrument represented a specific
domain or content of a particular concept. Mugeadd Mugenda (1999) contend that
the usual procedure in assessing the content tyabflia measure is to use a professional

or expert in a particular field.

To establish the validity of the research instrumttie researcher sought opinions of
experts in the field of study especially the reskars supervisor and lecturers in the
department of educational administration, plannamgl curriculum development. This
facilitated the necessary revision and modificatainthe research instrument thereby

enhancing validity

According to Shanghverzy (2003), reliability reféosthe consistency of measurement
and is frequently assessed using the test-retesgtiliey method. Reliability is increased
by including many similar items on a measure, Isying a diverse sample of individuals

and by using uniform testing procedures (ibid).

Reliability of the research instrument was enhartbedugh a pilot study that was done
on two SACCOs within Nairobi. The pilot data wad be included in the actual study.
The pilot study allowed for pre-testing of the r@®d instrument. The clarity of the
instrument items to the respondents was establisbeds to enhance the instrument’s
validity and reliability. The pilot study enabletet researcher to be familiar with the

research and its administration procedure as vgeltl@ntification of items that required
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modification. The results helped the researcheotoect inconsistencies arising from the

instruments, which ensured that they measured wastntended.

3.6 Data Analysis

The study adopted the use of descriptive and infeestatistics in the analysis of the
data. Quantitative data collected was analyzedhbyuse of descriptive statistics using
SPSS (version 16) and presented through percentagsss, standard deviations and
frequencies. This was done by tallying up respgrs@msputing percentages of variations
in response as well as describing and interpretivggy data in line with the study

objectives.

According to Cooper and Schindler (1999), desacrgstatistics have often been used in
exploratory studies. The section of the questioenthat relates benchmarking and
performance was analyzed using inferential staistthereby multiple linear regression
analysis was applied in determining the extent toctv the SACCOs have used BSC

perspectives as their performance measures.

3.6.1 Model Specification

Since the most important indicators of organisatigmerformance is profit, the study
used profit to measure financial and operationafopmance of the SACCOs and
regressed this against the benchmarking variaplesess, product, financial, strategic
and operational benchmarking. The study used thariiihm of the previous year’s profit

to reduce it against various benchmarking strasetfiat were quantified using a Likert
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scale scores whose means were computed for eatdr fachin the element. The

regression model used in the study is:

INPROF =, + B1PBP +B,PrBP +BsFBP +B,SBP+Bs0BP +&;

Wherebyf is constant of the model whilg, ., s and B4 are the coefficients of the

independent variables

INPROF = natural logarithm of the previous yearsfip

PBP = total mean scores for the factors withinRhecess benchmarking perspective

PrBP = total mean scores for the factors withinRheduct benchmarking perspective

FBP = total mean scores for the factors withinRh@ancial benchmarking perspective

SBP = total mean scores for the factors withinShategic benchmarking perspective

OBP = total mean scores for the factors within@perational benchmarking perspective

gir= an error term for the model

The data that was collected in the questionnaire eealed and run in Statistical Package
for Social Sciences (SPSS version 16) so as tthgetoefficient of the regression model

above.
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CHAPTER FOUR

4.0 DATA ANALYSIS, FINDINGS AND DISCUSSIONS

4.1 Introduction

This chapter provides the analysis and interpaatatiof the data from the field. The
researcher targeted the staff in the SACCOS in gema positions to provide
information on the relationship between benchmaykand financial performance with

specific reference to Nairobi North basedCCOS.
4.2 General Information

Table4.1 Gender of the Respondents

Frequency Percent
Male 20 71.4
Female 8 28.6
Total 28 100.0

(Sour ce: Resear ch Findings)

The findings in the above table show the gendehefrespondents. From the findings,

the study established that the majority of respatsl@vere male as shown by 71.4%,

while females were 28.6%.
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Table 4.2 Age bracket of the respondent.

Age Bracket Frequency Percent
18-25 years 3 10.0
26 — 35 years 8 30.0
36 — 45 Years 11 40.0
46 and above 5 20.0
Total 28 100.0

(Source: Research Findings)

On the age of the respondents, the study foundthleatnajority of the respondents were
between 36-45 years as shown by 40%, 30% were 3&85, 20% of the respondents
were 46 and above years, while a small proportiorespondents as indicated by 10%

were between 18-25 years old.

Table4.3 Levd of Education

Frequency Percent
Certificate/diploma 3 10.0
Graduate 15 53.3
Postgraduate 10 36.7
Total 28 100.0

(Sour ce: Resear ch Findings)
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The study also sought to establish the respondbigkest level of education. According
to the findings, the majority of respondents haduadergraduate degree as shown by
53.3% of the respondents, 36.7% had a postgradegtee, while a small proportion of
respondents as indicated by 10% had a certifioptefda as their highest level of

education.

Table 4.4 Duration worked in the Sacco

Frequency Percent
Less than 5 years 4 13.3
Between 5 and 10 Years 13 46.7
More than 10 years 11 40.0
Total 28 100.0

(Source: Research Findings)

The respondents were also required to indicatentimber of years that they had been
working in their respective Sacco. From the stu@y7% of the respondents had been
working for a period between 5 and 10 years, 40%efrespondents said more than 10
years, while 13.3% of the respondents reported tihey had been working in their

respective Sacco for less than 5 years.
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Table 4.5 Position held in the organization

Frequency Percent
Head of department 12 42.9
Assistant manager A 14.3
Supervisor 12 42.9
Total 28 100.0

(Source: Research Findings)

The study also sought to establish the positiorsd the respondents held in their
organizations. From the findings, the respondertte weld positions such as head of
department and supervisor were represented by 486 14.3% of the respondents

were assistant managers.

4.3 Benchmarking Practices

Table 4.6 Waysthat Benchmarking isused at the SACCO

Frequency Percent
As an incremental continuous improvemen{ 16 57.1
tool
For major changes of process re-engineering 12 42.9
Total 28 100.0

(Source: Resear ch Findings)
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The respondents were also requested to indicatavalys that benchmarking is used at

the SACCOs. From the results of the study, the ntgjof the respondents (57.1%) said

it was used as an incremental continuous improvenoeh while a small proportion of

respondents as indicated by 42.9% said it was fmedajor changes of process re-

engineering.

Table 4.7 Extent that the SACCOS apply various benchmarking practices
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A thorough search to identify best- 28.6| 14.3| 429| 143 2.4286| 1.06904
practice-organizations
Careful study of own practices and | 28.6| 42.9| 28.6 0 2| 0.7698
performance
Systematic site visits and interviews 14.328.6| 42.9| 14.3 2.5714| 0.92009
Analysis of results 28.6 28.6| 14.3| 28.6 2.4286| 1.19965
Development of recommendations 28.628.6| 28.6| 14.3 2.2857| 1.04906
Implementation of significantly better 42.9| 28.6| 28.6 0 1.4571| 0.84828
practices

(Source: Research Findings)

The study also required the respondents to inditeeextent that the SACCO applies

various benchmarking practices. According to thspomses given, majority of the

respondents said they apply implementation of 8aitly better practices to a very
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great extent as shown by a mean score of 1.457]oriyaof the respondents also
indicated that the practices applied to a greatrégxivere such as careful study of own
practices and performance shown by a mean score2,ofdevelopment of
recommendations shown by a mean score of 2.28%lysas of results and a thorough
search to identify best-practice-organizations shdwy a mean score of 2.4286 in each
case. Majority of the respondents also indicated tiey apply systematic site visits and

interviews to a moderate extent shown by a mearesefd2.5714.

Table 4.8 Extent that Saccos apply various benchmarking strategies
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O X - = (‘=U >
5 | |8 |§ |8 o
> © 3 o & & :
(@) st o = o (<5} ie]
> o = i zZ = n

Internal benchmarking (benchmarking 28.6| 28.6| 28.6| 14.3 0] 2.2857| 1.04906

against internal operations or standards

Industry (or competitive) benchmarking. 14.3| 28.6| 42.9| 14.3 0| 2.5714| 0.92009

Benchmarking against other companies in

the same industry.

Process (generic) benchmarking. 0| 429| 57.1 0 0| 2.5714| 0.50395
Benchmarking generic processes against

best operations or leaders in any industry.
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Strategic benchmarking. (Proactive
analysis of emerging trends, options in
markets, processes, technology and
distribution that could affect strategic

direction and deployment)

28.6

14.3

28.6

28.6

2.5714

1.19965

Futures benchmarking. looks at
technologies associated with business.
processes and uses forecasting techniq
to determine what breakthroughs exist

among these technologies)

14.3

ues

28.6

14.3

42.9

2.8571

1.1455

Product benchmarking

0 14.3

71.4

14.3

0.54433

Financial benchmarking

14

3 28.6

42.9

14.3

2.5714

0.92009

Operational benchmarking

14

.3 28.6

57.1

2.4286

0.7418

(Source: Research Findings)

The study also wanted to establish the extent $laaicos apply various benchmarking
strategies. According to the study, majority of tiespondents reported that strategies
such as internal benchmarking shown by a mean  scocd
2.2857 and operational benchmarking shown by a meaocore of
2.4286 were applied to a great extent. Industryc@mpetitive) benchmarking, process
(or generic) benchmarking, strategic benchmarkipgogctive analysis of emerging

trends, options in markets, processes, technology distribution that could affect
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strategic direction and deployment) and financehdhmarking shown by a mean score

of 2.5714 in each case and futures benchmarkhmyvis by a mean score of 2.8571 and

product benchmarking shown by a mean score of 3@sked to a moderate extent.

Table 4.9 Extent that various factors contribute to the successful implementation of

benchmarking at the SACCO

s |3 |8 |g |82 |8

S 8 |z |2 |2 :

= |° |8 |~ 5

g =
Being tied to the SACCO'’s overall
strategic objectives 14/357.1| 28.6 0| 0| 1.8743 .6506
Being composed of interested
motivated people 42.0 42.9| 14.3 0| 0| 1.4143| .71270
Focus on relevant work-group-level
issues

14.3| 28.6| 42.9| 14.3| 0| 2.5714| .92009
Set realistic timetables

28.6| 42.9| 28.6 0| 0| 2.0000] .76980
Picking the correct business partners
and allies

14.3| 28.6| 57.1 0| 0| 1.8743| 0.92009
Following proper protocol

0| 429| 57.1 0| 0| 1.4143| 0.50395

Collecting manageable bodies of data

14.3| 28.6| 42.9] 14.3| 0| 2.5714] 1.19965
Understanding the processes behind|the
data

14.3| 28.6| 57.1 0| 0| 25714 1.1455
Identify targets in advance.

28.6| 28.6] 429| 0| o] 14429 .84828

(Source: Resear ch Findings)
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From the results of the study on the extent theibua factors contribute to the successful
implementation of benchmarking at the SACCO, thgonts of respondents indicated
that being composed of interested motivated pesptavn by a mean score of 1.4143
and identification of targets in advance shown hyean score of 1.4429 contribute to
the successful implementation of benchmarking atS3ACCOs to a very great extent.
Majority of the respondents also indicated thatfdotors that contribute to the successful
implementation of benchmarking at the SACCO toeagextent were such as being tied
to the SACCQO’s overall strategic objectives shown a mean score of 1.8743, set
realistic timetables shown by a mean score of 220008derstanding the processes behind
the data and picking the correct business partaedsallies shown by a mean score of
2.4286 in each case. The study further establishadfocus on relevant work-group-
level issues, following proper protocol and coliegtmanageable bodies of data shown
by a mean score of 2.5714 in each case contriloutket successful implementation of
benchmarking at the SACCO to a moderate extent.

The study also required the respondents to inditete¢ools and metrics used to support
effective benchmarking process at the SACCO. Fimerstudy the tools and metrics used
to support effective benchmarking process at theCS@ include identification,

collection, analysis and implementation tools aredrios.
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4.4 Relationship between Benchmarking and Performance
Table 4.10 Extent that various benefits of benchmarking enhance the overall

business performancerealized by SACCOs
c c

5 |5 |8 |t [=s [s S

S |5 |5 |g |& |% g

§ |8 |8 |g |2 :

g =
Team building 143| 28.6| 429 14.3 0 2.571 .9201
Organizational development 0 55.1| 16.3| 14.3| 143 2.5714| .74180
High payoff in terms of quality and
customer satisfaction 143 57.1| 28.6 0 0 2.1429| .65060
Helps in the implementation of change 14.328.6| 57.1 0 0 2.4286| .74180
Provides an insight into prevailing business
performance 143 429| 429 0 0 2.2857| .71270
Establishes pragmatic goals based on a
concerted view of external conditions 057.1| 143, 143| 143 2.8571| 1.14550
Determines authentic measures of
productivity 0| 85.7| 143 0 0 2.1429| .35635
Helps to change internal paradigms and “see
out of the box” 143 57.1| 28.6 0 0 1.4029| .65060
Creates awareness of industry good
practices 143| 714 143] 0 0| 20000 .54433
Supports the quest for a competitive positjon

28.6| 429| 28.6 0 0 2.0000| .76980

(Sour ce: Resear ch Findings)
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Table 4.11 Extent that benchmarking help in improving the various financial

Perfor mance measures of profitability at the SACCOs

o X| 3 o x| % S S T

> [¢b]) - © (] [¢b) — S

GL) @ (@] ) (@) o

o |
Gross prat margin
14.3 28.6 57.1 0 2.429 .7418

Revenue growth 28. 42.9 28.6 0 1.3460 .76980
Operating margin 14. 42.9 42.9 0 2.2857 .71270
Net profit margin 14.3 714 14.3 0 2.0000 .54433
Return on capital
employed (ROCE). 14.3 42.9 28.6 14.3 2.5714 1.19965
Net firm income from
operations 14.3 71.4 14.3 0 2.0000 .54433
Rate of return on
assets 14.] 28.6 42.9 14.3 2.5714 .92009
Rate of return on
equity 14.3 57.1 14.3 14.3 2.2857 .89679
Operating profit
margin 14.3 71.4 14.3 0 1.4210 54433

(Source: Resear ch Findings)
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According to the findings in table 4.10 on the extdhat various benefits of
Benchmarking enhance the overall business perfaenagalized by a SACCO, the
majority of respondents indicated that it helpshange internal paradigms and “see out
of the box” to a very great extent shown by a mseore of 1.4029. Majority of the
respondents also indicated that the benefits eéhnce overall performance to a great
extent were such as it creates awareness of iydystd practices and supports the quest
for a competitive position shown by a mean scor.6D00 in each case, determines
authentic measures of productivity and enhance pigyoff in terms of quality and
customer satisfaction shown by a mean score of429,1provides an insight into
prevailing business performance shown by a meanesgb2.2857 and helps in the
implementation of change shown by a mean score.4#86. Further, majority of the
respondents also indicated that the benefits tnd@iamce overall performance to a
moderate extent were such as team building shownabsean score of 2.571,
organizational development shown by a mean sco&5f14 and establishes pragmatic
goals based on a concerted view of external camditshown by a mean score of 2.8571.
The respondents were also requested to indicatextent that benchmarking help in
improving the various financial performance measwte profitability at the SACCOs.
According to the findings, the majority of respontieindicated that it improves revenue
growth to a very great extent shown by a mean suobie3460, and also operating profit
margin shown by a mean score of 1.4210. Majoritthefrespondents also indicated that
the financial performance measures of profitab#itfhe SACCOs that are improved to a
great extent were such as net profit margin andimatincome from operations shown

by a mean score of 2.0000, operating margin arel ghtreturn on equity shown by a
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mean score of 2.2857 and gross profit margin shioyva mean score of 2.429. Further
majority of the respondents indicated that the rfaia performance measures of
profitability at the SACCOs that are improved tonaderate extent were such as return
on capital employed (ROCE) and rate of return asesshown by a mean score of

2.5714 each.

Table 4.12 Extent that benchmarking lead to improvement in various areas at the

operational level within the SACCO

& S & b @ = g

4 4+ (¢}

s |8 g |g |2 e

o [} 3 5

> © 3 - &

g =
Flexibility 0 0 28.6 71.4 0| 2.7143 46004
Integration 0 0 42.9 57.1 0| 25714 .50395
Reduced costs 1413 143 42.9 28.6 0| 2.8571 1.00791
Customer satisfaction 143 714 14.3 0 0| 2.0000 54433
Process improvement 28,6 42.9 14.3 14.3 0| 2.2857 1.30120
Assessing and 42.9 28.6 28.6 0 0| 2.8571 .84828
improving training
functions
Quality improvement 14.8 71.4 14.3 0 0| 1.4353 .54433
Quality planning 14.3 42.9 28.6 14.3 0| 25714 1.19965
Process management 0 0 28.6 71.4 0| 2.1429 1.00791

46



Process efficiency D 0 42.9 57.1 0| 2.1429 .65060
Human resource 14.3 14.3 42.9 28.6 0] 2.8571 1.00791
development

Leadership 14.3 71.4 14.3 0 0| 3.0000 1.33333
effectiveness

Customer retention 28.6 42.9 14.3 14.3 0| 3.0000 94281
and growth

Product and service 42.9 28.6 28.6 0 0| 25714 1.31736
innovation

Brand image and 14.3 71.4 14.3 0 0| 3.1429 .84828
reputation

(Source: Research Findings)

On the extent that benchmarking lead to improvenrenarious areas at the operational
level within the SACCO, majority of the respondemtdicated that benchmarking lead
guality improvement to a very great extent showralmean score of 1.4353. Majority of
the respondents also indicated benchmarking ledachpoovement to a great extent in
various areas at the operational level within tA&CSO such as customer satisfaction
shown by a mean score of 2.0000, process managememrocess efficiency shown by
a mean score of 2.1429 and process improvementrsihgwa mean score of 2.2857.
Majority also indicated that benchmarking leadfgpiovement to a moderate extent in
various areas at the operational level within tR&€SO such as integration and quality

planning shown by a mean score of 2.5714 in eash, ggoduct and service innovation
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and flexibility shown by a mean score of 2.7148lueed costs, assessing and improving

training functions and human resource developmeatva by a mean score of 2.8571,

leadership effectiveness and customer retentiongaodth shown by a mean score of

3.0000 and brand image and reputation shown byaaseore of 3.1429.

Table 4.13 Level of agreement with the various statementsthat relateto the

relationship between benchmarking and performance

Strongly agree

Agree

Neutral

Disagree

Strongly disagree

Mean

Std. Deviation

Knowledge generated by researchers duri

benchmarking allows SACCOS, with their limit
resources, to better justify their decision to &y

or not to engage in benchmarking activities.

=
=]
«

9%
o

s}

28.6

28.6

14.3

28.6

2.4286

1.19965

Greater environmental uncertainty and limit
resources are some of the aspects that w

require the development of benchmark

practices that are specific to SACCOs if these

practices are to be adopted effectively.

ed

ould

ng

4.81.4

14.3

2.0000

.54433

Benchmarking activities developed for SACC
must be specific to the environment 3§

constraints of these organizations if

Os

nd

he42.9

42.9

14.3

1.7143

71270
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implementation of the practices identified by st
activities is to succeed and result in increa

performance.

ich

sed

Benchmarking answers the SACCO's need
improve its quality, profitability  ang
competitiveness brought about by rapid 3

important changes in the business environment

to

and

2818.9

14.3

14.3

2.1429

1.00791

Benchmarking allows the SACCO to achie
continuous improvement by quickly signali
deterioration in its competitiveness or identifyi

areas that need to be adjusted

ve

g

ng

01.4

28.6

2.2857

46004

Benchmarking at the SACCO facilitates learn
and understanding of the organization and

processes.

ng
its

14.3

14.3

71.4

1.8571

.84828

Benchmarking enables the SACCO to identify
key processes that need improvement, ang
search for applicable solutions from the besf

class

the

1 to

57.1

42.9

1.4286

.50395

Benchmarking alone is not sufficient — t
SACCO also needs vision, energy and teamw
to increase its performance after a benchmar

activity

he
ork
King

85.7

14.3

1.1429

.35635

(Source: Research Findings)
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The study wanted to establish the level of agre¢math the various statements that
relate to the relationship between benchmarking pedormance. From the findings,
majority of the respondents strongly agreed thatchmarking alone is not sufficient —
the SACCO also needs vision, energy and teamworkci@ase its performance after a
benchmarking activity shown by a mean score of 291dnd benchmarking enables the
SACCO to identify the key processes that need ingareent, and to search for applicable
solutions from the best in class shown by a meamesof 1.4286. Majority of the
respondents were also in agreement that benchngaaktivities developed for SACCOs
must be specific to the environment and constraoftsthese organizations if the
implementation of the practices identified by swaddivities is to succeed and result in
increased performance shown by a mean score o3, ienchmarking at the SACCO
facilitates learning and understanding of the oizmtion and its processes shown by a
mean score of 1.8571, greater environmental unogrtand limited resources are some
of the aspects that would require the developmérieachmarking practices that are
specific to SACCOs if these practices are to beptatb effectively shown by a mean
score of 2.0000. Benchmarking answers the SACC®& o improve its quality,
profitability and competitiveness brought about rapid and important changes in the
business environment shown by a mean score of 2,1d@nchmarking allows the
SACCO to achieve continuous improvement by quickilgnaling deterioration in its
competitiveness or identifying areas that needet@dhjusted shown by a mean score of
2.2857 and knowledge generated by researchersgdoeinchmarking allows SACCOS,
with their limited resources, to better justify ithdecision to engage or not to engage in

benchmarking activities shown by a mean score4#85.
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4.5 Obstacles

Table 4.14 Extent that the SACCOs experience various obstaclesin a bid to

benchmark its activities

§ |5 |58 [E |= |&s |5

5 |8 |8 | |8 |2 |2

§ |8 |8 g |2 3

g =
Lack of management commitment 0| 429| 28.6| 28.6 0| 2.8571| .84828
Focusing on metrics rather than processes 42.9| 28.6| 14.3| 14.3| 3.0000| 1.08866
Lack of follow-up to the benchmarking
process 0| 714 0| 28.6 0| 2.5714| .92009
Insufficient financial resources to allocate td
benchmarking 28.6 42.9| 14.3| 14.3 0| 1.3429| 1.00791
Insufficient human resources to allocate to
benchmarking 0 42.9| 57.1 0 0| 2.5714| .50395
Owner-managers refusal to divulge strategic
information 0| 42.9| 429| 143 0| 2.7143| .71270
Owner-managers not aware of the need for
and the potential benefits of benchmarking @2.9| 28.6| 28.6 0| 2.8571| .84828
Lack of time or resources allocated to the
exercise 0| 85.7| 143| 0| 0|21429] .35635
Greater environmental uncertainty in the
SACCOS 14.3| 14.3| 57.1| 14.3 0| 2.7143 .89679

(Source: Research Findings)
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On the extent that the SACCOs experience variogsaoles in a bid to benchmark its
activities, majority of the respondents indicatéattthey experience the obstacle of
insufficient financial resources to allocate to tlemarking as shown by a mean score of
1.3429. According to the majority of the responddht obstacles experienced to a great
extent were such as lack of time or resources atiakcto the exercise and lack of time or
resources allocated to the exercise shown by a s@@e of 2.1429 in each case. Those
that affect to a moderate extent were such as ¢ddollow-up to the benchmarking
process and insufficient human resources to akottabenchmarking shown by a mean
score of 2.5714 each, owner-managers refusal talg#vstrategic information and
greater environmental uncertainty in the SACCOSnshby a mean score of 2.7143 in
each case, owner-managers not aware of the neednfbrthe potential benefits of
benchmarking and lack of management commitmentvshxy a mean score of

2.8571 and focusing on metrics rather than prosestsewn by a mean score of 3.0000.

Table4.15: Regression Analysis

Adjusted R Std. Error of the
Model R R Square Square Estimate
Process
benchmarking 0.097 0.009 0.003 0.718
Product
benchmarking 0.257 0.066 0.060 0.697
Financial
benchmarking 0.365 0.085 0.076 0.564
Strategic 0.140 0.020 0.013 0.714

52



benchmarking

Operational

benchmarking 0.223 0.064 0.059 0.611

(Source: Research Findings)

The above table presents the correlation and tle#icent of determination between

profitability (dependent variable) and the indepamdvariables (market intelligence,

product intelligence, technology intelligence atrategic alliance intelligence). From the
findings, the study found that there was a posibue weak relationship between the
dependent variable and the independent variables.

Of all the five independent variables, financiahblemarking had the highest relationship
with the Saccos’ profitability of 0.365 followed Ipyoduct benchmarking with 0.257 and
operational benchmarking with 0.223. Process beackimy had the weakest

relationship with the performance of 0.097, whileaggic benchmarking came fourth
with a correlation value of 0.140.

Table 4.16 Coefficient of Determination (R?)

Adjusted R | Std. Error of the

Model R R Square Square Estimate

1 742(a) 194 172 46316

(Source: Research Findings)

Predictors: Constant, process benchmarking, product bendtmgar financial

benchmarking, strategic benchmarking and operdtlmrachmarking
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Coefficient of determination explains the extentwbich changes in the dependent
variable can be explained by the change in thepedéent variables or the percentage of
variation in the dependent variable (performandedt tis explained by all the five
independent variables (process benchmarking, ptoduenchmarking, financial
benchmarking, strategic benchmarking and operdtlmrachmarking).

The five independent variables that were studiegg|agn only 19.4% of the SACCOS
performance as represented by th& Rhis therefore means the four independent
variables only contribute about 19.4% to the SACQ#8ormance while other factors
not studied in this research contributes 80.6%efSACCOS performance.

Therefore, further research should be conductadvestigate the other factors (80.6%)
that contribute to the SACCOS performance.

Tabled4.17: Multiple Regression Analysis

Model Coefficients
Std.
Beta Error
1 (Constant) 1.334 311
Process benchmarking -.144 164

Product benchmarking 0.0196/ 0.0481

Financial benchmarking 0.1981| 0.0714

Strategic benchmarking 0.0288| 0.0501

Operational

benchmarking 0.0189| 0.0399

(Source: Research Findings)
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Dependent Variable: process benchmarking, produenctimarking, financial
benchmarking, strategic benchmarking and operdtlmrachmarking
The researcher conducted a multiple regressionysisalso as to determine the
relationship between the SACCO performance andivkebenchmarking practices. The
regression equatiorY (= o + B1X1 + p2Xz + PaX3 + BaXy) will be:
Y =1.334 +-0.144 X; +0.0196X > + 0.1981X 3+ 0.0288p4X 4
Whereby Y = Sacco’s performance

X1 = process benchmarking

X2 = product benchmarking

X3 = financial benchmarking

X4 = strategic benchmarking

X5 = operational benchmarking
According to the regression equation establishezking all factors (process
benchmarking, product benchmarking, financial bemmtking, strategic benchmarking
and operational benchmarking) constant at zerop#rormance of the SACCOs as a

result of benchmarking practices will be 1.334.
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CHAPTER FIVE

5.0SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of the findimgenfchapter four, and also gives

conclusions and recommendations of the study baselde objectives of the study.
5.2 Summary of the Findings

From the findings, the study established that bevacking is used at the SACCOs as an
incremental continuous improvement tool. The staldp established that SACCOs apply
implementation of significantly better practicesreful study of own practices and

performance, development of recommendations, asabysesults and a thorough search
to identify best-practice-organizations.

The study also established that SACCOS apply beadhing strategies such as internal
benchmarking (benchmarking against internal opamatior standards) and operational
benchmarking and industry (or competitive) benchkimagr (benchmarking against other

companies in the same industry) and process (arg@rbenchmarking (benchmarking

generic processes).

On the extent that various factors contribute te #uccessful implementation of

benchmarking at the SACCOs, the study establidh&ictihe factors that contribute to the
successful implementation of benchmarking at theCSAs were such as being

composed of interested motivated people and ideatiibn of targets in advance, being

tied to the SACCO’s overall strategic objectivessetting realistic timetables,
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understanding the processes behind the data akidgithe correct business partners and
allies.

On the extent that various benefits of benchmarkemipance the overall business
performance realized by the SACCO, the study estadd that it helps to change internal
paradigms and “see out of the box”, it creates amess of industry good practices and
supports the quest for a competitive position, metges authentic measures of
productivity and enhance high payoff in terms ofalgy and customer satisfaction,
provides an insight into prevailing business parfance and helps in the implementation
of change.

On the extent that benchmarking help in improvihg various financial performance
measures of profitability at the SACCOs, the stddynd that it improves revenue
growth, and also operating profit margin, net grofiargin and net firm income from
operations, operating margin and rate of returre@uity and gross profit margin, return
on capital employed (ROCE) and rate of return @aetss

On the extent that benchmarking lead to improvenrenarious areas at the operational
level within the SACCO, the study established tbanchmarking lead to quality
improvement in various areas at the operationaéllevithin the SACCO such as
customer satisfaction, process management and gwmoedficiency and process
improvement.

The study also found that benchmarking alone issafficient — the SACCO also needs
vision, energy and teamwork to increase its peréoree after a benchmarking activity,
benchmarking enables the SACCO to identify the fre@cesses that need improvement,

and to search for applicable solutions from thet esclass, benchmarking activities
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developed for SACCOs must be specific to the emwirent and constraints of these
organizations if the implementation of the pradicdentified by such activities is to
succeed and result in increased performance. Beargimg at the SACCO facilitates
learning and understanding of the organization i@rocesses, greater environmental
uncertainty and limited resources are some of thgees that would require the
development of benchmarking practices that areispeo SACCOs if these practices
are to be adopted effectively Benchmarking answie@sSACCOQO's need to improve its
quality, profitability and competitiveness brougiiiout by rapid and important changes
in the business environment, benchmarking allovesSACCOs to achieve continuous
improvement by quickly signaling deterioration its icompetitiveness or identifying
areas that need to be adjusted and knowledge gedelay researchers during
benchmarking allows SACCOS, with their limited resmes, to better justify their
decision to engage or not to engage in benchmadgatigities.

On the extent that the SACCOs experience variogsaoles in a bid to benchmark its
activities, the study found that they experience tbstacle of insufficient financial
resources to allocate to benchmarking and lacknoé tor resources to allocate to the
exercise . Of all the five independent variabl@saricial benchmarking had the highest
relationship with the Sacco performance followed psoduct benchmarking and
operational benchmarking. Process benchmarkingthadaveakest relationship with the

performance, while Strategic benchmarking cametiiour

5.3 Conclusions

From the findings of this study and the summarg,gtudy concludes that benchmarking

is used at the SACCOs as an incremental continimpovement tool. SACCOs apply
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implementation of significantly better practicesreful study of own practices and
performance, development of recommendations, asadysesults and a thorough search
to identify best-practice-organizations.

The study also concludes that SACCOS apply bendhnmastrategies such as internal
benchmarking (benchmarking against internal opamatior standards) and operational
benchmarking and industry (or competitive) benchkmar (benchmarking against other
companies in the same industry) and process (cgrg@rbenchmarking (benchmarking
generic processes. The factors that contributehto duccessful implementation of
benchmarking at the SACCOs were such as, being @sedpof interested motivated
people and identification of targets in advanceindpdied to the SACCO’s overall
strategic objectives , setting realistic timetaplasderstanding the processes behind the
data and picking the correct business partnersabieg.

The study further concludes that benchmarking ecdnéime overall business performance
realized by the SACCO by helping to change intepaaadigms and “see out of the box”,
creating awareness of industry good practices appats the quest for a competitive
position, determines authentic measures of prodtycnd enhance high payoff in terms
of quality and customer satisfaction, provides asight into prevailing business
performance and helps in the implementation of ghanBenchmarking help in
improving the various financial performance measusé profitability at the SACCOs
such as revenue growth and also operating profigmaBenchmarking also lead to
quality improvement in customer satisfaction, psscemanagement and process

efficiency.
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The study also concludes that SACCOs experiencéadbs of insufficient financial
resources to allocate to benchmarking and lacknoé tor resources to allocate to the
exercise. The study finally concludes that finahd@anchmarking had the highest

relationship with the Sacco performance.

5.4 Recommendations

This study therefore recommends that in order teweed in its benchmarking activities,
the SCACCOS should be vigilant in order to adapttite changes in the external
environment. Since benchmarking alone is not gefiit; the SACCOs also need vision,
energy and teamwork to increase its performanaa aftbenchmarking activity. This
would enable them to identify the key processesribad improvement and to search for
applicable solutions from the best in class.

For optimal performance to be realized by the SAC&&ivities developed for SACCOs
must be specific to the environment and constramfitthese organizations should be
solved. Greater environmental uncertainty and échitesources are some of the aspects
that would require the development of benchmarkpmgctices that are specific to

SACCO:s if these practices are to be adopted effdyti

5.5 Limitations of the Study

A limitation for the purpose of this research wagarded as a factor that was present and
contributed to the researcher getting either inadex information or responses or
otherwise the response given would have been yaldferent from what the researcher
expected.

The main limitations of this study were:
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Some respondents refused to fill in the questiarsaiThis reduced the probability of

reaching a more conclusive study. However, conchssiwere made with this response
rate.

The small size of the sample could have limitedfidemce in the results and this might

limit generalizations to other situations. Mosttbé respondents were busy throughout
and had to continuously be reminded and even paesudo provide the required

information. Time was also a major concern duefticial duties.

5.6 Suggestion for Further Studies

The researcher suggests that further study shautibhe on the effect of benchmarking
on performance in all the SACCOs in Kenya in ottdesllow generalization of results.

A study can also be done in other institutionshsas MFIs, Banks and Insurance
companies so as to provide information on themesie&ch institution has a different

strategic approach.
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Appendix |: Questionnaire
SECTION A: BIO DATA

You are requested to fill out your personal infotiora in the spaces below. Please tick

only one response.

1. Gender
Male []
Female: []

2. What is your age?

18-25 [ ]
26-35 [ ]
36-45 [ ]

46 and above [ 1]

3. Level of education
Primary Level [1]
‘O’ Level []
Certificate/Diploma [1]
Graduate [ ]
Postgraduate []

4, How long have you worked at the SACCQO?
Less than 5 years [ ]
Between 5 and 10 years [ ]

More than 10 years [1]
5. What position do you hold in the organization?
Head of Department []
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Assistant Manager []

Supervisor
Staff Member

[ ]
[]

SECTION B: BENCHMARKING PRACTICES

6. In what ways do you use Benchmarking at your SACCO?

As an incremental continuous improvement tool

For major changes of process re-engineering

11

[ ]

7. To what extent does your SACCO apply the followl@spchmarking practices?

Practices Very greatGreat | Moderate Little | No extent
extent extent | extent extent | at all

A thorough search to identify

best-practice-organisations

Careful study of own practices

and performance

Systematic  site  visits and

interviews

Analysis of results

Development of recommendations

Implementation of significantly
better practices
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8. What is the extent to which you apply the followibgnchmarking strategies at
your SACCO? Use a scale of 1-5 where 1 = to a gesgt extent and 5 = not at

all.

Benchmarking strategy 112 |3 |4

Internal benchmarking (benchmarking against interoperations ot

standards)

Industry (or competitive) benchmarking (benchmagkiagainst othe

=

companies in the same industry)

Process (or generic) benchmarking (benchmarkingerjernprocesses

against best operations or leaders in any industry)

Strategic benchmarking (Proactive analysis of emgrgyends, options

\"2J

in markets, processes, technology and distributivet could affect

strategic direction and deployment)

Futures benchmarking (looks at technologies astmutiwith busines

1°2)

processes and uses forecasting techniques to determvhat

breakthroughs exist among these technologies)

Product benchmarking

Financial benchmarking

Operational benchmarking
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9. To what extent do the following contribute to theesessful implementation of
benchmarking at the SACCO?

Very great

extent

Great

extent

Moderate

extent

Little

extent

No extent
at all

Being tied to the SACCO’
overall strategic objectives

[}

Being composed of interesté

motivated people

>d

Focus on relevant work

group-level issues

Set realistic timetables

Picking the correct busine

partners and allies

Following proper protocol

Collecting

bodies of data

manageable

Understanding the process
behind the data

es

Identify targets in advance.

1



10.What tools and metrics are used to support effectignchmarking process at

your SACCQO?

SECTION C: RELATIONSHIP BETWEEN

PERFORMANCE

BENCHMARKING AND

11.To what extent are the following benefits of benahkmg enhance the overall

business performance realized by your SACCO?

Very great| Great Moderate| Little | No extent
extent extent | extent extent | at all

Team building

Organisational development

High payoff in terms of quality and

customer satisfaction

Helps in the implementation of

change

Provides an insight into prevailing

business performance

Establishes pragmatic goals based

on a concerted view of external
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conditions

Determines authentic measures
productivity

of

Helps to change internal paradig
and “see out of the box”

ms

Creates awareness of industry ga
practices

od

Supports the quest for a competiti
position

ve

12.To what extent has benchmarking helped in improvimg following financial

performance measures of profitability at your SACCO

Measures of profitability

Very gred
extent

1tGreat
extent

Moderate
extent

Little
extent

No extent
at all

Gross profit margin

Revenue growth

Operating margin

Net profit margin

Return on capital employed (ROCE).

Net firm income from operations

Rate of return on assets
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Rate of return on equity

Operating profit margin

13.What is the extent to which benchmarking lead tpromement in the following

areas at the operational level within the SACCO?

Very great) Great | Moderate | Little | No extent
extent extent | extent extent| at all

Flexibility

Integration

Reduced costs

Customer satisfaction

Process improvement

Assessing and improving training

functions

Quality improvement

Quality planning

Process management

Process efficiency

Human resource development
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Leadership effectiveness

Customer retention and growth

Product and service innovation

Brand image and reputation

14.What is your level of agreement with the followistatements that relate to the
relationship between benchmarking and performamts® a scale of 1-5 where

1= strongly agree while 5= strongly disagree.

Statement 11213 4

Knowledge generated by researchers during benchmgar&llows
SACCOS, with their limited resources, to bettetifysheir decision tg

engage or not to engage in benchmarking activities.

Greater environmental uncertainty and limited resesi are some of the

aspects that would require the development of heacking practices

4

that are specific to SACCOs if these practices tarebe adopted

effectively.

Benchmarking activities developed for SACCOs mgsspecific to the
environment and constraints of these organisatfahse implementatior
of the practices identified by such activities assucceed and result |n

increased performance.

Benchmarking answers the SACCO's need to improseqiality,

profitability and competitiveness brought aboutrapid and importanr
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changes in the business environment

Benchmarking allows the SACCO to achieve continuioysrovement
by quickly signalling deterioration in its competéness or identifying

areas that need to be adjusted

Benchmarking at the SACCO facilitates learning anderstanding of

the organisation and its processes.

Benchmarking enables the SACCO to identify the geycesses tha

—+

need improvement, and to search for applicabletisolsi from the best

in class

Benchmarking alone is not sufficient — the SACC®oaheeds vision,
energy and teamwork to increase its performanas aftbenchmarking

activity

15.To what extent does your SACCO experience theseadbs in a bid to

benchmark its activities?

Obstacles Very great| Great | Moderate
extent extent | extent

Little
extent

No extent
at all

Lack of management commitment

Focusing on metrics rather than
processes
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Lack of follow-up to the

benchmarking process

Insufficient financial resources
allocate to benchmarking

to

Insufficient human resources
allocate to benchmarking

to

Owner-managers refusal to divul
strategic information

je

Owner-managers not aware of the
need for and the potential benefits|of

benchmarking

Lack of time or resources allocat
to the exercise

9%
o

Greater environmental uncertainty
the SACCOS

in

Any other (please specify)
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