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ABSTRACT 

lbi rc carch focuses on the SME's in the food processing industl)' in Kenya. Mainly due 

to the realization that the Agricultural sector especially \\ ith r\!gard to food processing is 

still vastly unexploited and with great potential for contributing in the economic growth 

of this country. Adoption of Operations based strategies in the processing of food 

products is key to rcaliziu l t .c contribution anticipated in this sector in terms of creation , 

of employment and contribution to the country's gross domestic product. Becoming more 

competitive globally, improving customer service and making operations faster and more 

responsive while dramatically reducing costs arc the challenges facing Kenyan SME's 

today. To meet these challenges, SME's must rethink strategy and rework manufacturing 

operations. 

The research objectives arc geared towards determining the extent of adoption of the 

operations based strategies and also determining the problems that firms face when trying 

to implement the strategies. The research was conducted by u survey of the SME's in the 

food processing industry in Nairobi. The instrument used for data collection was a 

questionnaire that was designed having both open and closed ended questions . 

. 'I I 
The research findings revcdc~l t!tat most firms are av.arc and indeed h.tvc adopted the usc 

of operations based strategies in food processing as a tool for achi~..:ving competitive 

advantage. The most critical strategies being based on quality. cost u:1d dcli\CI) (speed 

and reliability). The research recommends the replication of this ~tudy in other SME 

sectors such as: textile, wearing apparel and leather industries, manufacture of wooJ and 

wood products, manufacture of paper products, printing and publishing among others. 
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CHAPTER ONE: INTRODUCI'ION 

1.1 Background 

Operations strategy is concerned with setting bwad policies and plans for using the 

resources of a tirm to b~ ,t s .pport its long tenn competitive strategy (Chase ct al., 2003 ). 

Operations strategies are increasingly becoming important for competitiveness. 

This is in the light of emerging issues such as globali1..ation of the ccouomics, 

liberalization of trade, investment and capital flow, fast development of computer-based 

tc~hnologies and de.aling with a more enlightened society. 

Five bas1c operattons ba3~d stratcg1cs mdudcs: cost, quality, speed of dch\'ery delivery 

reliability and flexibility are identifiable (Nahmias. 2001 ). These indeed arc the 

strategies used to direct and measure manufacturing performance. Operations strategy 

can be viewed as part of a planning process that coordinates operational goals v.•i'h those 

ofthe larger organization Since the goals of the larger organization cha:1gc ow~1 lime, th~.-

operations strategy must be designed to anticipate futun~ needs. The opcr:.1tiuns 

capabilities of a firm can be viewed as a portfolio best suited to adapt to the {~hanging 

needs of the firm's CU!l ... (Cha~c et al, 2003) 

Adoption of a manufacturing strategy will make Kenya Pecornc <L diicct tl,rCJl l\1 the 

Westl'lll cconorni .!,. Emph·.Isis should be on Improvement or KC11)'all ptociucb; (C,OK, 

1999). Africa has only about two per cent silurc of the world ':. .adc and ncncr. tl c 

opportunities tor enhancing that arc potentiaily large (Rmmurnm and D<~h-y·,~lplc, 201.!0). 

The focus of this 1 ~sP.arch is un the foucl processing indu:;try bc:;nt~•~..: mll',1 Ag~k;,tlt•1ral 

1 



institutions are still badly managed and poorly focused. Worst of all there is little 

realization that Kenya, s agriculture faces particularly tough challenges as a result of the 

changes in the global economy (GOK, 1999) Because of the diversity of manufacturing 

decisions that must .de over time, an organizing framework that groups the 

manufacturing strategy decisions into categories is useful. Both in identifying and in 

planning a fmn' s . manufacturi~g strategy. It is the collective of these decisions that 

determine the strategic capabilities of a manufacturing organization (Hayes & 

Wheelwright~ 1984). 

Thus, typical operations challenges for managers and business owners include aspects of 

Quality, Innovation, Technology, Globalization and Transfer of best practices. 

Competitive advantage by means of operations based strategy tends to be less visible to 

competitors than one based on staking out a differentiating competitive position (I Ia yes 

and Upton, 1998). There are five basic steps to be taken in operation strategy 

formulation which provide an analytical and objective structure in which the corporate 

debate and consequent actions can be taken. Defining corporate obJectives, Determining 
br _ 

marketing strategies ~ , ..... t these objectives; Assessing how di!Tercnt pwJucts/ set VICes 

win orders against competitors; Establishing the most appropriate mode of manufacture 

for these sets of products or products or provide these sets of service - process choice, 

Providing the infrastructure required to support production operation process. 

The emphasis of the study is on SMEs because of the inherent potl.!nti:ll in this sector. 

The 1999 National SME baseline survey tound that there are about 1.3 million SI\1E' s 

country wide, employing some 2.3 million people { GOK, 1999) It is bccv1ning 
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increasingly imperative to be globally focused even in domestic markets ·nJUs, 

compctiti~cness is the } u success ano sustain d growth in global operations. Duiiding 

up the competitive edge of exporting enterprises, particularly SME'.~. and trnpr oving their 

operational efficiency can pay rich dividends in the long run, both at the national and at 

enterprise level. It is important for the SMEs to adopt a strategy to tit their resources. 

In Mauritius, SME has been redefined, taking into account the volume of investment in 

equipment which was previously one million up to ten million Mauritian Rupees 

presently to be classified as small enterprises and with less than 50 and 200 employees 

for small and medium scale respectively (Ramsurun and Dalrymple, 2000). In the 

Kenyan situation, a small business is one that has I 0-49 employees. These form 80% of 

businesses in Kenya (GOK, 2004-2005). It is however, important to note that the 

defuuuon will vary from time to time, place-to-place, purpose-to-purpose and even sectm 

to sector. With reference to time, the current definition is based on the number of 

employees. tnitially, the u, .. mtion was based on profitability and capital oullay. lt is al~o 

important to note that what is described as large in Kenya may be small i1a tl1t.~ USA and 

large elsewhere, hence, the difference in definition from place to place. The dc1in1tion 

also tends to vary depending on the purpose tur which it is meant and the enterprise may 

qualify to be large in one sector and yet be small in another sector. 

In general terms and depending on the country, SMEs cont•il.mtc between 15% and 50% 

of exports and between 20% and 80% of SMEs are active exporters (Ramsurun and 

Dalrymple, 2000). Overall it is e,timated that SMEs no\.v conlnbutc bchvccn 25% and 

35°/o of world-manufactured exports (Cromie, 1997). In Kenya, S;'viEs employ 5 million 

3 



people and account for 2U' o of Kenya's Gross Domestic Product (GOK, 2004-2005). 

This is attributable· to the fact that the potential for SMEs to create wealth and 

employment is not fully 1ealizcd. Enterprise competitiveness is difficult to measure as it 

is determined by a large number of hard and soft factors. Many of them are 

quantifiable; others are of a qualitative nature and require special techniques for 

measurement and analysis. The factors include resources, competence levels, 

managerial ability, productivity, performance, operational environment, infrastructure 

and organizational support. 

Small and medium scale enterprises (SME's) often do not have timely information on 

target market quality requirements and applicable technical regulations (Cromie, 1997). 

Many SME' s suffer from the absence of appropriate testing and other quality control 

or measunng equipment and the corresponding calibration and repa1r services. On other 

cases they may lack th~ appl opriate processing equipment and/or raw materials which 

are needed to achieve the required quality to comply with the stipulated 

requirements. More often, the SME's lack the necessary knowledge, skill.:; and exverti:;c 

needed to plan, organize, co-mdinate and execute the quality activities as required to 

achieve the necessary quality levels. 

Because of growing consumers' pressure and of scientific ami technological progress 

more and, more regulations are being enacted by authorities in target markets on poor 

quality requirements (including packaging and labeling), particularly in the fields of 

heaJth, safety and environmentaJ protection (Watson and Everett, 1993). Such entails 
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the list of requirements that SME's have to comply with in order to surviv1; the highly 

competitive global markets 

ln a survey of German purchasing officers it was found that their priorities in appointing 

and using SME's as suppliers were quality and continuity of supply tincluding 

capacity), referrals (meaning they preferred SME' s to be on a list of approved suppliers) 

(Trade Directorate, 1995). The importance of S'MEs in industrial development and 

market penetration has been recognized at the highest level by the European Commission 

(Trade Directorate ,1995) This policy statement is confirmed by available data: two 

thirds of all European employment is provided by companies with Jess than 2SO 

employees. This prop< :ms grown by more than 101% 0\"'.:t the last decade as 

employment in large firms nas declined (Trade Dircctomte, 19~5). 

Since the health and vitality of SME's are critical to the Kenyan economy, their 

development should b•! a priority of economic policy, hence chis research considers 

opcr,ttions-lJased strategies in the context of market globalization. It is becoming 

inc1 casingly imperative Lobe iJ1Lcrnationally compctitt\fe in order Lo fum~Lion dfcctiveiy 

even in domestic markets. In a dynamic environment marked by fast technology changes, 

achieving and retaining a competitive edge arc buth a necessity and a challenge. 

Competiliv~ness is the key to success and sustained growth in global operations. Building 

up the competitive edge by cxportmg enterprises, patticularly SME's, am! tmp.roving 

their operational efficiency can pay rich divtdend~ in the long lUll, IJoth at lhl' 11ational 

and cnterpme level (Kcng ••. ud Jiuan, i 989) . 
. ! ~ ~n 
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1.2 St.atemeat of the research problem 

ln 1999, the Kenya government produced a National poverty alleviation plan that runs to 

the year 201 5; the aim of which is to tackle poverty afflicting a large percentage of 

Kenyans. It is estimated that 57% of Kenyans live below the poverty line (GOK, 2004). 

SMEs should be made to fonn the backbone of a market economy and, as in most other 

countries create a significant number of new jobs (Marek, 1999). Thus, support to SMEs 

shouki help in demonopolisation as well as social stability through the development of 

the middle class. 

CasE's of SMEs taking on large established enterprises have bl..'Cn noted to be due to 

operations based advantage (Hayes and Upton, 1998). Small companies that although 

lack. the adyantage of' ·~.~..s, experience, established position and p10p1ictary technology 

take on big companies and in a relatively short time pushes their way 10 industry 

dominance. Studies elsewhere have focused on Kenyan large manufacturing firms in 

relation to operations based strategies (Nyamwange, 2001). Studies that have been done 

on small and medium scale firms include those ofMuiruri (1989), Mbuvi (1983), Ncubc 

(2002), and Waweru (2002). 

This research is an attempt to investigate if SMEs, particularly in the food processing 

industry, have adopted operations-based strategies for competitiveness. This is thus an 

endeavor to find out the extent to which the SMEs view and apply operations based 

.strategies as a foundation behind successful attack and defenses with the potential to 

stimulate economic growth. This study therefore attempts to answer the following 

research questions: To what extent have t)le small and medium scale urms in Kenya 

adopted the manufar,. ', ' vperations-based strategies and what are the problews 
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associated with the adoption of the operations-based strategies in the food processing 

industry? 

1.3 Research objectives 

The following research objectives are prime in conducting the study: . 

i) To detennine thG extent to which SMEs in the food processing industry have 

adopted operations-oased strategies for enhanced competitiveness. 

ii) To detennine the challenges associated with the adoption of operations-based 

strategies in the food processing industry. 

1.4 Importance of tbe study 

This bemg a pioneering work in studying manufacturing based strategies in relations to 

SMEs the results will be of importance in the following ways: The study will make a 

significant contribution to the competitiveness of SMEs in the food processing industries. 

The findings will encourage and reinforce the interest of managers and business owners 

in the usefulness of manufacturing based strategies in tuday's global arena. SMEs play an 

important role in fostering income stability, growth and employment. It is important to 

note that SMEs competitiveness affects the competitive position of the economy as u 

whole (Keng and Jiuan, I 989). The study will also be useful to the academia interested in 

manufacturing /operations based strategies. It thus forms a basis for further rescafch. 
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CHAPTER TWO: LITERATURE REVIEW 

2.1 Operations based strategies 

Operations strategies is concerned with activities that must be performed by a ftrm in 

order to ensure that customers feel positively about its goods and services (Schonberger 

et al, 1991), Hayes et at, 1996), observe that successful competition depends upon 

cultivation of organizational capabilities that enables a firm to create and deliver a 

product or service that is regarded as exceptional even unique by its customers. 

Competition on the business front is won not in the boardroom but in the laboratories, on 

the factory floors, at service counters and in the computer rooms (Hayes and Upton 

1998). 

In the formation of any business strategy, three key players must be taken into account, 

corporation (or company) itself, the customer' s and the competitors. These collectively 

form the strategic triangle (Schonberger et al, 1991) Thus, successful operations evolve 

from the strategy of the complete business unit. It is important to note that operations­

based strategies are increasingly becoming entangled with information technology (IT) 

such that most operations now are heavily reliant on IT. It is no longer good enough to 

improve continuously, which has been the buzz phrase for the last few years. But rather 

it's a matter of improving fast, with the most rapid improvers emerging as winners, 

Upton ( 2003).Another change is that the performance expected of operations-based 

strategies in reliability and delivery times, for example, has dramatically increased. 

Corporate customers and end users as well as customers have become much more 

demanding, which is the result of the internet and of competition simply raising tho 

expectation bar (Upton, 2003). 
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2.2 Devtlopiag an optratioas based strategy 

In developing an operations-based strategy, having a clear, focused competitive strategy 

is the starting point. Second, is developing an operations-based strategy that is consistent 

with the company's c · p .ti•ive strategy. The third requirement is building the operations 

strategy such that all of the pieces fit and work together well (Aquilano, 1998). The 

pieces here include all the essential elements of an operations-based strategy: capacity, 

facilities, technology, quality, workforce, production planning and control and sourcing. 

It is much like coordinating the pistons in an engine (Upton, 2003). For example, there 

has to be a proper fit between the workforce and the technology in place. 

Having the best operations-based strategy may, however, not be as important as it's 

execution. Otherwise the firm rapidly falls behind competitors. Ensuring effective 

execution may not be quite easy, but there is a general set of principles for creating a 

learning organization and ensuring that information systems help people do their jobs 

rather than hamper them. In building operations- based strategies it is useful to break 

them up into three types (Hayes and Upton, 1998): Process-based capabilities are derived 

from activities that transform material or information and tend to provide advantages 

along such standard competitive dimensions as low cost and high quality; Systems 

(Coordination) based operating capabilities underpin such competitive advantage as shon 

lead times, a broad range of products or services, the ability to customize on demand and 

fast new product development; Organization- based operating capabilities involves the 

ability to master new technologies, design and introduce new products and bring new 

plants on line significantly faster than one's competitors. Such capabilities arc usually the 

most powerful. 
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2.3 Role of operation~ tt •. tcgits in enhancing productivity in SME's 

One or more of the performance capabilities outlined in this section arc used to describe 

the critical success factors or things that operations must do well tor the company to be at 

it' s competitive best (Schonberger et al, 1991, Chase at at, 1998). Similarly, a firm that 

emphasizes on quality will consistently strive to provide a level of quality that is 

significantly superior to that of its competitors, even if it has to pay extra to do so. Every 

employee needs to understand what quality is and is not. 

Firms that stresses on dependability can be relied on to have its goods and services on 

schedule if it is aJJ possible. A company that develops flexibility can quickly respond to 

changes in products design, product mix or production volume. Innovation on the other 

hand translates needs and opportunities in the environment into satisfied needs and 

fulfilled opportunities. 

2.4 Manufacturing operations-based strategies 

Manufacturing operations based strategies that have gained popularity includes: Total 

quality management (TQM), just-in-time (TIT) manufacturing and lean manufacturing 

(Upton, 1999). JIT reduces holding costs and space requirements so that total costs are 

lower. Production in small amounts allows the company to detect problems before many 

items have been made, so quality is improved. Efficient, flexible equipment and cross­

trained workers provide flexibility. 

According to Chase and Aquilano (1998), operations based strategy factors include: the 

number, types, size and location of operations facilities; the type of equipments that will 
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be utilized (focused and specific or general purpose ami flexible, automated or principally 

manual); make or buy decisions; the organizational stntctures that will be used to 

accomplish and co-ordinate all the necessary cm>lts; the work-force selection, 

employment security, competition method and management style~ the information 

systems that will be used to collect, analyze and distribute information on production, 

purchasing, inventory, quality, and personnel etc; production planning, schedule and 

control systems and inventory policy; the quality control and improvement methods that 

will be used 

Operation strategies concern operating resources (equipment, operating personnel and 

support staR: tool, information and systems); products, processes, methods and systems 

and output quality, cost, lead time, and flexibility (Upton, 1998). Business stratewes on 

the other hand deal with issues that affect the whole organizallon: employee, market, 

customers, capital and financing, profitability, competition, public image e.tc. Operations 

strategies should be consistent with the business strategies, but with a narrower focus. 

Thus enabling what sets it apart from its competitors (Jiuan and Keng, 1989). 

2.5 Need for operations b~sed strategies in food processing industry 

2. 5.1 "Totally UIU'easonable" customer demands 

Customers in the modern economy are quite 5ophisticated and demanding in tem1s of 

the products and services to be provided. Key attributes considered by customers 

includes: Newer, better, higher value products and services - a continuous stream 

(flood) of innovation; Tailored responses that serve individual market needs -- mass 
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customization of products and services; Added value without price increases; 

Flawless lifecycle support, that provides ongoing value throughout a product's life. 

The challenge thus is to tune operations planning and execution to provide 

customized service at profitable cost level (Markham, 2002). 

2. 5.2 Breakneck pace of technological change 

The challenge is to usc innovative technologies to enhance existing capabilities; 

leverage external sources of innovation from traditional and non- traditional supply 

markets; employ technology road-mapping to plan tomorrow's products, value 

propositions, investments and operations strategies (Markham, 2002). 

2.5.3 Co11tinued industry restructuring 

The challenge is to capitalize on industry overcapacity within your own industry and 

in those of suppliers and customers; take advantage of merger and acquisition 

opportunities in the industries you sell to, compete in and buy from; Develop new 

capabilities to succeed in a value network (Upton, 2003 ). 

2. 5. 4 Operating in a challenging global economy 

The challenge is to re-examine decisions made in "simpler'' times; Balance global 

brands and scale economies with products, channels, manufacturing and distribution 

tailored to different geographic markets; determine the right mix of global 

coordination versus local focus, in managing operations of global business 

(Markham, 2002). 
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2. 5. 5 N~ tltntds to business conti1111ity 

The challenge of maintaining supply and ensuring safety and security of people, 

products, informatic'l and assets have never been greater. Jmplications for operations 

includes more stringent controls over international container cargo, heightened need 

to certify and manage business continuity policies and capabilities along the value 

chain. Jmportant also is greater security for hazardous materials and new factors to be 

considered in contingency planning. Part solution for these threats is to anticipate and 

identifY business continuity risks for the company, its customers and suppliers on a 

global basis. Create new operational infrastructure and processes that balance security 

requirements with speed, flexibility and responsiveness. Anticipate and potentially 

help shape new legislative requirements and industry standards (Hayes et al, 1996). 

Given these changes, merely extending current operations-based strategies will be 

insufficient for success in the decade ahead. Best practices are for getting by today, while 

next strategies hold the key to future success. The key is adequate preparation and 

. ' ' 

ensuring that your comn"rtV continuously defines monitors and refines operations 

strategies (Markham, 2002). Aligning the operations-based strdtcgy with the business 

strategy and the pace of change in the industries in which you sell, compete and buy. 

Keep addressing the challenges posed by customer demands, technology, industry 

restructuring, globalization and business continuity risks by buildmg agility and 

resiliency into processes, organization, products and services, infrastructure and 

relationshtps. 
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Firms with superior and novel operations can generate huge competitive advantage because ol 

them. Where operations ' ' "'rc once viewed primarily as a manufacturing function, service finn:; ar 

recognizing what tremendous competitive potential is offered by outstanding operations (Uptol 

1999). The operations landscape is also being revolutionized by information technology (IT) an 

the Internet. The potential to improve the p. ocessing of agricultural products to meet intcrnationCJI 

standards does exist. It is the strategies adopted for the processing activities that need reviewing t 
' 

be operations-based (Hayes et al, 1984). 

The manufacturing firms· in the food processing industry have to choose which priorities 

to compete on and strive to reach Hayes and Wheelwright's stage four of manufacturing. 

This is the level of world class manufacturing (Hayes et al, 1984). At this level of 

manufacturing: Firms make effort to anticipate the potential of new manufacturing 

practices and technologies; Manufacturing is centrally involved in major marketing and 

Engineering decisions; Long range programs arc pursued in order to acquire capabilities 

in advance of needs. 
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CHAPTER THREE: Rf:SEARCIIJ\IETIIODOI..OGY 

3. J Research design 

The research was carried out by a cross-sectional survey of th~ small and medium scale 

firms in the food processing industry in Nairobi. 

3.2 Research population 

The research population consisted of all the small and medium scale firms in the food 

processing industry currently operational in Nairobi. SMEs hereby refers to firms that 

employ between 10 and 99 people and are categorized as Band C in the Kenya Directory 

of manufacturing indu. I'· c (KIRDI, 1997). The food processing industry refers to firms 

that are involved in processmg tbod products as listed in 3.3 below (KAM, 2005/2006 ). 

3.3 Sample 

The sample was selected at random based on stratified sampling tcchmquL. ·r he 

categories of industries in the food and beverage sector is as listed below (KAM, 2005/ 

2006) A total of80 firms are found in this sector operating in Nairobi as illustrated in the 

table below. The largest numbers were from Bakers and Millers and tJ·om cocoa, 

chocolate and sugar confectionery categories. 

The survey sample respondents were assumed to meet the objectives of the study. The 

sample could not be any larger due to the limtted number of srvms in the food proc~ssing 

indust1 y m Nairobi. 
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Table 3.1 Sample of selected secton. 

Sector 
Number 

1. Meat products 
4 

2 Vegetable I Vegetable oils I animal oils and fats 15 

3 Dairy products 
10 

4. Alcoholic Beverage and Spirits 4 

5. Juices I Waters I Carbonated soft drinks 7 

6. Bakers and Millers 
20 

-~-

7. Cocoa, Chocolate and Sugar Confectionery 20 

Total 
80 

Source: Survey Data 

Table 3.1 shows the sample of selected sectors in the food processing industry, it was 

meant ensure that a representative number of the SMEs in the food processing industry 

in Nairobi were used. 

3.4 Data collection 

This was done by administration of a questionnaire on a drop and pick later basis The 

questionnaire provided for both open and close-ended questions and it was adequately 

prepared to be able to capture the objectives of the study. The respondents were the 

business owners and managers of the ftrms. 

The questionnaire wa S l ll.< Lured into Parts I and II. Part I generally dealt with 

establishing the company profile while Part II tried to establish the following. The 

adoption of operations based strategies by the SME's in the food processing mduslry in 
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Ken)a; How SME's in Kenya rank the manufacturing operations based strategies; 

Problems experienced in the implementation of the operations based strategies by the 

SME's. 

The 5-point linkert type scale in the questionnaire has a maximum score for level of 

adoption of operations based strategies at 75 points (Deming, 1990). The level of usage 

of strategies will be catet,\.ln~t.d as follows: 

Low. 0 to 25 points, Moderate: 26 to 50 points, high: 51 to 75 points. 

The mean obtained from these tabulations was used in analysis of the extent of adoption 

of the manufacturing-based strategies with respect to; corporate objectives, product 

marketing, contribution to sales and production Information from open-ended que5tions 

will be used in explainmg responses from closed-ended questions especially with regard 

to problems facing the adoption of manufacturing based strategies. 

3.5 Data analysis 

The data was first checked for completeness and accuracy. The primary data was 

organized into a descriptive statistical summary for case in interpretation and analysis 

The summaries were in graphical and cross- tabulation forms. That can effectively be 

achieved by running the ,1 a• ~ through the Statistical Package for Social Sciences (SPSS). 

The mean, the range, and the standard deviation and the variance in the data Will gave a 

good idea of how the respondents had reacted to the items in questicnnaire aud how goot.! 

the items and measures are. A frequency distribution of the nominal variable:; of mtcrest 
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was obtained. Visual displays through histograms/ bar chatts etc were also provided this 

gave a good idea on how well the questions were framed for tapping the concept. 
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CHAPTER FOUR: DATA ANALYSIS, FINDINGS AND 

DISCUSSIONS 

4.1 Introduction 

The purpose of this chapter was to highlight the data analysis methodology using findings 

from the survey data aut! secondary data and infom1ation A total of 80 questionnaires 

were sent to various enterprises in the food processing industry in Nairobi. The number 

of respondents from which the analysis was done amounted to 26. 

4.1.1 The general characteristics of the firms surveyed. 

The following is a general discussion on the general characteristics of the firms surveyed. 

{t is based on the data from the 26 respondents. 

Respondents position in the company 

Table 4.1 Respondents position in the ftnD 

Fre~~ Percentage 

/\sst Brand Manager 1 3 8 

Brand Manager I 3.8 

Manager 2 7.7 

Operations Manager 10 

38~ Owner 1 3.8 

Supervisor 2 77 

Foreman 9 34.6 

Total I 
. 26 too 

Source: Survey Data 

The information provided by the above tarle was based on a question th<•t 5ought to 

identify the respondents' position in the company. The table shows that mo!>t of the 

respondents to the questionnaire5 were generally the managers of the firms concerned 
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comprising 38 5% of the total respondents. The supervisors were next at 34.6% of the 

total respondents. 

Types of products 

Table 4.2- Types of products produced 

Freguency_ Percentage 

Juice/water/carbonated soft drinks 1 3.8 

Meat & meat products 
I 2 77 

Milk & milk products 23.1 

Fruits and vegetables 6 3.8 

Bakery products 1 23.1 

Grain milling products 6 11.5 

Sugar, jaggery, cocoa, chocolate 3 15.4 

Alcoholic beverages and spirits 4 3.8 

Other 
] 7.6 

Total 2 100 

26 

Source: Survey Data 

The information provided in the above table was based on a question that the products 

produced by the companies' surveyed. The table shows that firms processing milk and 

milk products together with those producing bakery products formed greatest percentage 

of the firms surveyed, 23 .1 %. Sugar, Jaggery, cocoa, chocolate and grain milling 

products followed at 15.4~"- ... nd 11.5% respectively. 

Market Segmentation 

Table 4.3 Market Segmentation 

Frequency Percent 

Local Market 17 65.38 

Export Market 9 34 .b2 

Total 
26 100J 
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The data provided in the table 4.3 was based on a question that was intended to identity 

L11e percentage of products produced by the firms both fur local and expo1t market. 

Table 4.3 shows that most of the products produced by the tirms were for the local 

market this formed 65.38%. Only a small percentage (4%) was meant for export. 

Importance of gro~tb 

Table 4.4 Company's regard f~r growth 
- -- -----

Frequency Percent 

V cry important 17 65.4 

Important 7 26.9 

Not important 2 7.7 

Total 26 100 

Source: Survey Data 

The above information was derived from a question that sought to detcnnine the 

companies' regard for growth in terms of capacity and production. The table shows that 

most of the firms survvj ed r ..;garded growth as an important corporate objective, which 

accounted for 65.4% of the firms surveyed. 26.9% considered growth as important and 

only 7.7% considered growth not to be important. 

Importance of survival 

Table 4.5 Company's regard for survival 

Frequency Percent 

Very important 19 73.1 

Important 3 11 .5 

Not important 4 15.4 

Total 26 100 

Source: Survey Data 
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1 he data represents the response on a question that was detemtined to identify the firms 

regard for economic survival. The table shows that the firms surveyed considered 

survival as a very important corporate strategy with 73.1% of the firms swvcyed 

considering it to be very important only 15.4% felt it was not important. 

Importance of Profit 

T bl 4 6 C df. fit a e . ompany· s regar or pro 1 

Frequency Percent 

Very important 
24 92.3 

Important 
2 7.7 

Total 
26 100 

- -
Source: Survey Data 

Return on Investment 

Table 4.7 Company's regard for return on investments 

--
Frequency Percent -

Very important 
24 92.3 

Important 
2 77 

Total 
26 100 

Source: Survey Data 

Other financial performance measures 

Table 4.8 ComJJany's regard for otber financial measures 

Frequency Percent 

Very important 
23 88.5 

Important 
3 11.5 

Total 
26 100 

Source: Survey Data 
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The data for table 4.6 was based on a question that was meant to dctcnnine the firms 

regard for profits, the results for table 4.7 was bas1.'<1 on a question on the firms regard on 

return on investments and table 4.8 was based on a question determined to identify the 

flfiTls regard for other financial measures of performance. The tables show that the 

companies considered profit, return on investments and other financial measures as being 

verl important at 96%, 96% and 92% respectively. 

Product market segm~duUion 

Table 4.9 Product market segmentation 

Frequency Percent 

V cry important 
24 92f 

Important 
2 7.7 

Total 
26 100 

Source: Survey Dau 

Product range 

Table 4.10 Product range 

Frequency Percent 

Very important 
14 53.8 

Important 
9 34.6 

Not important 
3 11.6 

Total 
26 100 

Sorarce: Survey Data 

Table 4.9 was base.i •ul •• l{UCstion meant to detennine how the individual firms' rate 

product market segmentation and product range for table 4.1 0. The tables show that 

product range and product market segmentation are also attributes considered to be very 
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important to the firms surveyed both considered to be \'Cry important by 53.8% of the 

firms sun eyed. 

Importance of product mix 

Table 4.11 Product mix 

Frequency Percent 
-----

Very important 15 57.7 

Important 
7 26.9 

Not important 
4 15.4 

Total 
26 100 

Source: Survey Data 

I 

The mformation provided in table 4.11 was meant to determine the importance of product 

mix as an operations based strategy by the firms surveyed. It emerged that 57.7% of the 

firms consider it very important, 26.9% consider it important and only 15.4% consider it 

not important 

Importance of product volume 

Table 4.12 Product volume 

Frequency Percent 

Very important l6 61.5 

Important 
8 30.8 

Not important 
2 7.7 

Total 
26 100 

Source: Survey Data 

Table 4 .12 provided information from the survey data that was meant to identify how the 

firms surveyed regarded product volume as an operations based strategy. From the 
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analysis, 61.5% ofthc fimts considered it very important, 30.8% considered it important 

and only 7.7% of the respondents considered it not important. 

Importance of product standardization vs. customization 

Table 4.13 Product standardization vs. customization 

F~uency Percent 

Very important 
17 65.4 

Important 
9 34 6 

TotaJ 
26 100 

-
Source: Survey Data 

Table 4.13 was meant to show the findings on the respondents' reaction to the survey 

question that meant to determine the importance of product standardization versus 

customization as an operations based strategy. from the results, 65.4% of the respondents 

felt that it is very important and 34.6% felt that it is important. 

Product innovation 

Table 4.14 Level of product innovation 

Frequency Percent 

Very important 
14 53.8 

Important 
8 30.8 

Not important 
4 15.4 

Total 
26 100 

Source: Survey Data 

Table 4.14 shows the r csr,ondents reaction to a question that was meant to determine the 

importance of product innovation as an operations strategy. The iindings revealed that 

53.8% of the fir~s considered it very important, 30.8% considered it important and only 

15.5 %of the firms considered it not important. Hence, most firms are keen on product 

innovation as a competitive strategy in industry. 
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Leadership in industry 

Table 4.15 Leader vs. follower :tlternatives 

Frcqucncx Percent 

Very important 
14 53.8 

Important 
5 19.2 

Not important 
2 7 7 

• ·ot clear I 

5 9.3 

I Total 
26 100 

Source: Survey Data 

The information on the table 4.17 were derived from a question that was meant to 

determine the firms regard on leader versus follower alternatives as being useful in 

establishing operations based strategies. The table shows that the firms considered being 

a leader in the industry to be very important by 53.8%, important by 19.2% not important 

by 7.7% and generally 9.3% felt that the question was not clear 

4.2 Operations strategy 

Operations strategies of importance to most firms included cost, quality and delivery 

(speed and reliability). Their proper implementation is responsible for the 

competitiveness of mo •. 1:r. )5. Operations strategies can be viewed as part of a plannmg 

process that coordinates operational goals with those of the larger organization. The 

operations capabilities of a firm can be viewed as a portfolio best suited to adapt to the 

changing product and/or service needs of the firm's customers 
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Importance or price 

Table 4.16 Importance of price 

F_,r~ucncy Percent 

Very important 
23 88.5 

Important 
3 11.5 

Total 
26 100 

Source: Sunrey Data 

Importance or quality 

Table 4.17 Importance of quality 

Frequency Percent 

Very important 
25 96.2 

Important 
1 3.8 

Total 
26 100 

Source: Survey Data 

The information on the above tables were based on questions the were to dctcm1ine the 

importance of price, Table 4 .1.16, and the importance of quality as operations based 

strategies., Table 4.1 .17 The tables show that most firms arc of the opinion that price and 

quality are very important operations based strate!:.'Y both at 96.2%. 

Speed and reliability of delivery 

Table 4.18 Importance of Speed and reliability of delivery 

Frequency Percent 

Very important 
23 88.5 

Important 
3 11.5 

Total 
26 100 

I 

Source: Sunrey Data 
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The nbo\e information was obtained from a question that was meant to identify the 

importance of speed and reliability of delivery as operations based strategies. The table 

shows that speed and reliability of delivery is considered a very important operations 

strategy by most of the firms, 88.5%, only 11.5% of the firms surveyed considc1 cd it just 

important. 
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CHAPTER FIVE: SUMMARY, CONCLUSION AND 

RECOMMENDATIONS 

5.1 Summary 

It is apparent from the research findings that most of the firms surveyed had good 

knowledge of the various operations strategy and that a good number were already being 

used. Most considered liberalization of tlte domestic markets and the impact of 

globalization as having had the greatest contribution to the tastes and preferences of the 

local consumers. Most of the products were however for the local market with only a 

small margin being meant for export. This goes along way to show the sophistication of 

the local consumers rr. .. l 1s of their demand characteristics. For effective competition 

the local products should be able to compare favorably with those from different parts of 

the world. 

However, most firms were faced with the problems of fi"equent changes in tax regimes 

and the volatile nature of the economic environment in which they are operating. This is 

due to factors like frequent changes in fuel and energy costs. 

Table 4.19 shows that ranking highest in priority arc quality, delivery and price as 

important operations strategies considered by most firms. These are the strategies that 

firms can take advantage of to create differentiation as a competitive strategy. 
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Ranking of operations based strategies 

Table 4.19 Ranking of the operations based strategies 

. 
Strate~ l)ercent 

Quality 96.2 

Delivery ' 88.5 

Price 88.5 

Demand flexibility 84.6 

Choice of production control 61.5 

Product range 51.1 

Design leadership 53 8 

Technical support 50 0 
.. 

Source: Survey Data 

5.2 Conclusion 

It is evident that many firms in the SME sector in the food processing industry have 

already adopted operati 1ns h1sed strategies as a tool for competitiveness. Ranked highest 

by most firms are quality, delivery (speed and reliability) and price. I· inns n~cd to invest 

more on supplier relationship management to ensure that quality standards of the 

materials procured meet the nght standards. The advent of liberali7.ation and 

globalization has made contributed a great deal to customers change in taste and 

preferences. Especially when exposed to world-class products from different parts of the 

world Competition to remain a iloat in business has thus become stiffer. Companies 

within the SME sector that are to survive are those that have made adequate preparation 

especially in relation to operations based strategies. 

Customers want quality products yet at an affordable cost. Hence tirms that are to survive 

must be able to create a balance hetween costs and quality. The potential for the SME's 
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in the food processing industry to compc~ globally i:; enonnous. lienee its ability to 

create employment and contribute to the country's gross domestic pruduct. 

The major limitation in the adoption and implementation of the operations based 

strategies is centered on frequent changes in tax regimes, changes in fuel and energy rate. 

The operations managers should be charged with the responsibility of communicating 

operations strategies and having i~ fully implemented. The operations/ production 

managers need to be well trained and versed in the technical details of strategy 

formulation and implementation. 

5.3 Recommendatio 

Firms should make adoption of operations based strategies a priority this is in light of the 

competitive advantage such strategies bring. Firms need to put greater emphasis on: 

'~ 

i) Quality, ii) Costs and iii) Delivery speed and reliability. 

Quality has got to be properly managed right from the procurement process. 1 Ience, there 

is a need for firms to establish proactive relationships with there suppliers to ensure that 

high quality standards are sustained throughout the production process. Firms should give 

more prominence to the operations manager' s role especially on formulation and 

implementation of operation strategies. 
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5.4 Limitations of the study 

The small number of respondents was a great limitation to the study. Only 26 out of t!1e 

total number of 80 firms identified were able to respond. This means that the data 

obtained could not adequately give authentic results. The questionnaire subjected was 

also limiting in the sense that some respondents found the questions rather technical and 

could not adequately answer them. It is apparent from the survey that most of the 

operations I production managers in most of the firms are no quite technical hence had to 

be lead through the quwu. . . .aire to provide the answers. 

5.5 Recommendations for further study 

Further detailed analysis of each of the operations based strategies as applied by 

successful SME's in the food processing industry is recommended. Also recommended is 

the replication of this study in other SME sectors such as· Textile, wearing apparel and 

leather industries, Manufacture of wood and wood products, manufacture of paper 

products printing and publishing, Manufacture of fabricated metal products, machinery 

and equipment. 
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APPENDIX A 

RESPONDENTS 

EAST AFRlCA MEAT PRODUCTS (1965) LTD. 

NAS FOOD PROCESSING LTD. 

VEGETABLE OIL INDUSTRIES 

AFY A ENTERPRISES LTD 

GOLDEN GRAINS LTD. 

IT AAGA MILLERS. 

JAMBO FLOUR MILLERS LTD 

KEN WHEAT INDUSTRIES LTD. 

KENYA FLOUR MILLERS LTD 

KIRINYAGA FLOUR MILLS. 

MUHARATE FOOD COMPANY LTD 

NAIROBI FLOUR MILLS LTD. 

NICE MAIZE MILLERS 

SAVE FLOUR MILLS 

SHAH FOOD GRINDING MilL 

AMBAELTD. 

AURORA BAKING L 0 l 'U. 

CALIFONIAN COOKIES. 

KENCAK.E BAKERY. 

KENWEFERS LTD. 

WAMAE'SBAKERY 

KEN WHEAT INDUSTRIES LTD. 

KlRlNY AGA FLOUR MILLERS 

MUHARATE FOOD COMPANY LID. 

VITAMINS (E.A) LTD. 

MODERN BREWERIES 
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COMPANY PROFILE 

APPENDIX B 

QUESTIONNAIRE 
PART A 

J. What is the respondent's pos.ition in the C\Jmpany'! 

2. How long have you been an employee/ owner of the company? 

3. What is the number of employees in the com pay? TiJk the most appropriate box. 

0-09 

10-49 

50-99 

Above 100 

D 
D 
D 

4. What food products does your company process? Tick the most appropriate box. 

Meat and meat products 

Milk and Milk produc' .. ; 

Fruits and Vegetables 

Bakery products 

Sugar, Jaggery, cocoa, 
chocolate 

Grain mill products 

Alcoholic Beverages and 
Juices I Water I Carbonated 

Others (Specify) 

D 
D 
D 
D 
D 
D 
D 

5. What is your company's monthly output in terms of volume? 

6 What market segment does your company process the products tor? 

Local D 
Export D 
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Both Local and Export D 
7. If your company' s products arc for both local and export, state the percentage in each 

category: 
Lo~l 

% 
Export ___________________________ % 

PARTS 

8.0n a scale of 1 - 5, state how your companies regard the following corporate 

objectives. Please tick the most appropriate option. 

Key: (1) Very Important (2) Important (3) Not important (4) Not Clear 

(5) Irrelevant 

' 
1 2 3 

Growth 
Survival 
Profit 
Return on investment 

Other financial measures 

4 

9. On a scale of 1-5, state how the following product marketing strategies apply to 

your company. Plea::-~. 1=r• the most appropriate option. 

Key: (1) Very Important (2) Important (3) Not important (4) Not Clear 

(5) Irrelevant 

J 2 J 

Product market segmentation 

Product raJ!ge 
Product mix 

Product volumes 

Product standardization versus customization. 

Level of product innovation 

Leader versus follower alternatives 
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10. On a scale of 1-5, ind.(;.l c the importance of the following factors in contribution to 

sales of your products, please tick the most appropriate option. 

Key: (1) Very import2nt (2) Important (3) Not important (4) Not Clear 

(5) Irrelevant 

I 2 3 --
Price 
Quality 
Deli~ery (speed & Reliability) 

Demand increases 
Color range 

. 
Product range 

Design leadership 
Technical support supplied 

4 5 

...___ 

11 . To what extent do the following affect production in your company? Please, tick the 

most appropriate option using the provided scale of 1-5 

Key: 1. Not clear at all 2. To a less extent 3. To a moderate e.ltcnt 

4. To a great extent 5. To a very great extent 

2 3 4 

Quality assurance and control 

Clerical rocedurer. : ~~-~~~----_-_-_-_-_-_ -_ -_ -_ -_ -_ -_ -__ - _-_-_------t--t---t-_1~---r-·­

Paymcnt systems 
Work structuring 
Organization structure 

Operations planning and control systems 
~~~~-~--~----------------

-----------r-~r-~r--·l---
------

1-
-=C..:..h:..;:o..;..;ic:..:e......:o:..:f..r.' n..:..r..:..o-=-du-=-ct~io:.....n.J.n:...:.'r..:..o-=-ce::..::s..:..s _______ _ 

¥ Y' ----~-------~--·r---T------~---~ 

Process positioning caracity's size, Timir.::,., location. 

Role of inventory in process configuration 

Trade offs embodied in the process choice. 

12. Explain the problems encountered, if any, in the implementation of the following 

manufacturing operations based strategies· -

Cost Efficiency (Optimizing production costs) 

Quality 
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Dependability (Delivery speed and reliability) 

Flexibility (changes in production outputs) 

13. Who in your company is/ are involved in the fonnation of operations based 

strategies? 

14. Does globalization and transfer of best practices pose a challenge to your company 

with regard to application of operations based strategies? 

Yes 

No 

D 
D 

15. If the answer to 13 1 v. c is YES, explain how each poses the challenge: 

Globalization ------------------------------------------------

Transfer of best practice ---------------------------------------

16. Explain the problems faced by your company in the development of the appropriate 

operations based strategies 

END 

.... 
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