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ABSTRACT

The survey focused on practices of capacity building strategies in the state
corporations in Kenya. Capacity building is the transformation of a nation's
ability to effectively implement policies and programmes. It has been
identified as the missing link and necessary precondition for the success of
socio- economic development strategies. It is a critical element for
sustainable development. However, little or more is known of the status and
capacity building strategies of state development corporations. The survey
sought to establish capacity building strategies and finding out the variables
which influence strategies in the state corporations. Data was collected from

fifty out of one hundred and twenty five state corporations.

A designed five-sectioned questionnaire was administered to the randomly
selected corporations from the list of state corporations that formed a basis

of sample frame of this survey.

Key strategies and practices surveyed relate to aspirations, structure,
human resources management, strategies development, organizational
systems and infrastructure. This being an explorative study, descriptive
statistics were used to establish the awareness and factors influencing

capacity development strategies.
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CHAPTER ONE: INTRODUCTION

1.1 Background

This chapter covers an overview of significance of capacity building and its elements
that impact on the organizations. The origin and significance of capacity building
developed with advent of the aid era following World War II. The Marshall Plan
initiated support of rebuilding Europe. The established model supported and
generated an overly simplistic and optimistic view of what worked (Kay and
Sheltinga 2000) transfer capital and know- how to other countries and swift
economic development followed (Fuku da- Parr 2000). Subsequent experience
showed that this view underestimated the importance of local knowledge and
institutions in the process of economic development and was compounded by aid
driven by politics rather than results. Aid was criticized for undermining local
capacity rather than building it, ignoring local wishes and favoring high profile

activities.

1.1.1 Concept of Capacity Building

Capacity building was referenced in the early studies, for example manpower
planning and educational developments that were the earliest norms. Government
and donors agencies applied programming and planning techniques to determine
the types of skills and supply of skilled personnel needed to foster growth and
development. Since skilled 'Manpower' was a major constraint, attention was
directed to the efforts to use the existing supply more effectively and to fill the
manpower gaps through additional training or technical assistance. (Hoover and
McPherson, 1999). Capacity contains many elements broken down into "hard" and
"soft strategies". The "hard" elements refer to factors such as skills, structures,
systems equipment, infrastructure and financial and natural resources. The 'soft'
elements refer to less tangible variable such as incentive or motivational factors of a
material or cultural as well as social cohesion and social capital (Chrotiz UNDP
2002).

The Organization level pays attention to organization structures processes,
resources and management issues and how these are connected to the other
capacity levels. The United Nations Development Programme (UNDP) regards

"capacity development (building) as the process by which individuals, groups,



organizations, and societies increase their abilities: to perform functions, solve
problems and achieve objectives, to understand and deal with their development
needs in a broader context and in a sustainable manner". The World Bank sees
capacity development more as investment in human capital, institutions and
practices. CIDA recognizes the role of both donors and

borrowers. Capacity development refers to the approaches, strategies and
methodologies used by developing countries and/or external stakeholders to
improve performance at the individual organizational network sector or broader
system levels".

United Nations advocate for partnership development since it is an essential
mechanism for capacity building, UNDP (1992). Capacity building is more than
training and includes human resource development, the process of equipping
individuals with the understanding, skills and access to information, knowledge and
training that enables them to perform effectively: organizational development, the
elaboration of management structures, process and procedures, not only within
organizations but also the management of relationships between the different
organizations and sectors (public, private and community): and institutional and
legal framework development, making legal and regulatory changes to enable
organizations, institutions and agencies at all levels and in all sectors to enhance

their capacities.

Kay and Sheltinga (2003) a shift is on emphasis to seeing developing countries own
programmes and work together with donors in the spirit of teamwork. Most
countries evolved organically building their own capacities. The national capacity is
more than the sum of the capacity of individuals, which points to the importance of
people working in organization and networking. It is known as social capital and in
its crudest terms, it means the more people trust each other, the better of their
society. Economist 2003 acknowledged this as addition to natural resources, the
rule of law and the free interplay of markets to guide the selfish human actions in
serving a society's common goal. Dia (1996) cites that the institution disconnect
goes back to the colonial period when modern institutions were transplanted from
outside and superimposed on the existing indigenous institutions of Africans. In
another instance (Parr 2000) points that AID was criticized for undermining local
capacity. Ahmed (1975) echoed that projects undertakings in developing countries

concentrates on technical, financial and economic analysis. Younker (1989)



confirms that exclusion of social realities leads foreign AID and international
agencies to the project than the potential beneficiaries. Dia (1996) further cites that
challenge for a capacity building programme is how to bring about reconciliation of
the two systems to achieve synergy that allow dual system to work effectively for the
promotion of development in Af rica. The impact of two systems is greater than the
sum of the individual elements. A Strategy for Water Sector Capacity Building in
Delft, the Netherlands Delegates from Developing Countries, ESAs and supporting
Institutes (1991) defined 'Capacity Building' as the creation of enabling environment
with appropriate policy and legal frameworks: institutional development, including
community participation (gender in particular) and human resources development
and strengthening of managerial systems. Human Resource Management Strategy
in the Public Service of Canada emphasizes on implementation of Public Service
Modernization Act of 2003 to facilitate integration of human resources planning;
and developing tools for employees and management to ensure that respect for our
values and ethics is an integral part of all operations (Moniaue Boudrias 2004).

Implementation arm of development programmes is always supported by the
Government. The overall objectives of indigenous capacity building in the
programme are to develop and improve national and relate sub regional and regional
capacities and capabilities for sustainable development, with the involvement of
government sectors, UNDP (1992). Joint Permanent Corporation |[|JPC] between
Government of Kenya and Sudan, and Kenya and Rwanda are such regional

initiatives under the purview of the Kenya Ministry of Foreign Affairs.

Capacity Building in developing countries intensified following the publication of the
World Banks 1989 Study on Sub-Saharan Africa from crisis to sustainable growth.
Development specialists had to focus systematically on the host of activities some
dating from the 1950's related to "capacity creation”" or "capacity enhancement".
(Hoover and McPherson 1999). The World Bank (WB) provided $9 billion in lending
and close to $9000 million grants and administrative budget to support public
sector capacity building in Africa between 1995 and 2004 to improve their
performance (World Bank 2000). This yielded establishment of promotion of the
"Africa Capacity Building Initiative" (ACBI) designed to create an institutional
structure for improving Capacity Building Foundation (ACBF) in 1991. The World
Bank initiative made capacity building focal point, the bilateral agencies (USAID,

ODA, SIDA, NORAD, GTZ/ kwf, the French CFD) and others that have been funding



related efforts throughout Africa for many years (Africa Capacity Building Institute

1990s).

In Africa, capacity building was identified as the "missing linking" (Jaycox 1993) a
necessary precondition for the success of major socio- economic development
strategies (Moharir, 1994), and 'critical to the development of sustainable
development programmes' (World Bank, 1989, 1996). The paradigm of structural
and institutional disconnect refers to the failure of Africa's institutions to adapt to a
change in social, economic and technological environment. In South Africa the
development of human resource in the Public Service Reform seeks to identify basic
approaches and concepts that might be informative to other countries but not
focusing on experience. (World Bank 1997).. On attaining independence (Mike
Stevens 2005) Botswana literally had a handful of Botswanas in the service who
were, to build a new Botswana Civil Service resulting into efficient and successful
middle income country in Southern Sahara Africa. Gambia, Ghana and Guinea were
the first countries in Africa to undergo donor supported Civil Service Reform
Programmes, in the late 1980s. (Mike Stevens 2005). In Zambia capacity building
began to develop all levels of the work force due to shortage of skills. (Hoover and
McPherson 1999). The National Institute of Public Administration (NIPA) of Zambia
considers public sector capacity building to be fundamental component for

sustainable human resource, social and economic development (AAPAM 2005).

The term, capacity building means different things to different people despite this
limitation. There are four related elements that provide a general framework on the
salient features of capacity building. Capacity building is the process of
transforming a nation's ability to effectively implement policies and programmes for
sustainable development. Civil Service Reform means change of systems,
organizations and process (Mike Stevens 2005). In Kenya Government, the Civil
Service Reform Programme (CSRP) was instituted in 1993 as a result of Sessional
Paper No. 1 of 1992 since independence 1993. Civil Service Recruitment Policy has
been evolving to meet the demands and strategies of National Development in light
of Sessional Paper No. of 19. Information available reveals the civil service nominal
roll grew rapidly from 1963 to early 1990s. The Civil Service plays a critical role in
the social and economic development of Kenya as well as in the maintenance and

improvement of existing public service. In 1990's, it is noted that implementation



of Public Sector Reforms began to enhance efficiency and productivity in the public

service.

The Civil Service is the policy implementation arm of the Government, guided by
public policy, the attendant development plans and circulars in the execution of this
role. Government Ministries/ Departments undertake capacity building for
sustainable socio- economic development; and Public Corporations extend
performance of certain services of the Central Government to the nation. Public
Service Reform is major and integral component of the wider Public Sector Reform
Programme. The public service comprises of the civil service, teaching and public
university services, local government service, the disciplined services (excluding the
military) and all those employed in state corporations and other public institutions
whose salaries are funded through the Exchequer. (DPM 2001).

In Kenya, the Public Sector Management Reform encompasses Public Sector
Management incorporating Local Government Management Reform, Financial
Planning and Budget Reform, Public Service Reform and Parastatal Reform In
addition to Legal and Judicial Reform. These fall within the Public Service Reform
Initiatives. One of such initiatives is the National Land Policy Formulation Process
2004 under coordination of Government Ministry of Lands and Housing. Capacity
Building has been dictated by prevailing government development priorities. Policy
on training and staff development is guided by Policy Guidelines issued by the
Directorate of Personnel Management (DPM) in the Ministry of State for Public
Service, Office of the President. It is noted that the government policy on training
and capacity building streamlines training needs and addresses development needs
particularly in reducing poverty. Transforming the country into an industrialized
state by the year 2020 and reducing poverty by the year 2015 are among
development priorities (Office of the President 2002).

Directorate of Personnel Management is the central government agency in human
resource management and development in the Public Service. Its mandate is to
provide specialized services and advice to the government ministries, departments,
local authorities and state corporations on human resource management and
development. Its finance and administrative functions is to control, manage, budget
and provide resources to the corporate organization to enhance performance. In

order to accomplish these objectives, the DPM consults and collaborates with the



Public Service Commission of Kenya, Treasury and Ministries/ Departments, and
Inspectorate of State Corporations including Permanent Presidential Public
Remuneration Review Board of 2003 to establish programmes aimed at optimization
of productivity of Civil Service and Public Sector. The Public Service Commission
has the responsibility with appointment, promotion, and the exercise of disciplinary
control in the Civil Service (Code of Regulations 2006) in the light of Service
Commission Act Cap 185 of Laws of Kenya. Factors that influence capacity building
in Dbrief entail aspirations, strategy, organization skills, human resource

development, system and infrastructure, organizational structure and culture.

1.1.2 State Corporations in Kenya

The State Corporations are linked to the Government Ministries/ Departments. They
are Quasi- Government Agencies affiliated to Government operations. The
corporations are semi- autonomous institutions termed as Non- Profit Organization.
The State Corporations and Agencies are established by a Statute or an Act of
Parliament in pursuance of Government Policy or various Acts with reference to
State Corporations Act Cap. 446. They are connected to the Central Government by
virtue of their functions and they work in close cooperation with appropriate
government department and deliver services according to Government Policy. In
order to sustain themselves and contribute to social economic of the nation they
make operational profit and sustain themselves. The overall responsibility for co-
ordination of the State Corporations is under Inspectorate of State Corporations,
Office of the President. Public Service Reform is under the Public Sector Reforms
and Development Secretariat in the Office of the President. Initiatives taken by the
Government in line with the reform agenda include the introduction of the
Performance Contract, Result Based Management, Rapid Results Initiatives among

others in the Public Service (Directorate Personnel Management 2006).

1.2 Statement of the Problem

Capacity building is a necessary condition for success of any socio- economic
development while there is still a lot of intent in examining it. The capacity building
concept appears unclear as viewed in relation to organization development. It
implies to what extent the public corporations have developed adequate capacity
building strategies to manage provision of public goods or services in order to

achieve their mandate.



The state corporations have experienced a number of external and internal
constraints. The major operational and administrative constraints range from inter
alia inflexibilities introduced by donor countries and agencies. These include high
staff turnover resulting into low morale, low salaries, poor work organization,
inadequate personnel management policies and practices. These constraints have
tended to hinder the efficient and effective functioning of the public enterprises and
are attributed to poor performance of the economy, imprudent management by
public enterprises themselves, lack of donor and inadequate exchequer budgetary
support, and liberalization of the Kenyan economy during the period 1990- 2002. In
1993, the Government of Kenya initiated Public Sector Reforms in order to enhance
the performance of State Corporations culminating with the public sector capacity
building which is a positive on- going task. The state corporations have set their
objectives with focus to capture financial (operational) and strategic performance.
The objective includes economic, survival, profit, growth and service. The strategic
management has aligned the internal capability of the state enterprise with external
demands of their environment. The strategic objectives of the state corporations
have been to boost, give priority to the development and strengthen the human
resource base. The restructuring of their human resource base include
configuration of experienced staff to rationalization to meet the requirements of
addressing performance related reward system, poor remuneration, inappropriate
corporate culture and underdeveloped staff skills, as the key areas of improvement.
Most State Corporations appear to have developed their Strategic Plans. Each has
defined its Mission Statement specifying fundamental, unique purpose that sets a
business apart from other firms or public enterprises and identifying the scope of
operations in product or service delivery and market terms. The state corporations'
missions embody business philosophy of strategic decision makers: image of the
state corporations seek to project, reflect the state corporations self - concept,
indicate the principal product or service areas and primary customer or public
needs that satisfies them. The public corporations describe the product or service,
market and technological areas of emphasis for the business. The strategies in place
have aligned the internal capability of the State Corporations with external demands
of their environment due to performance contract. The capabilities have been

developed to allocate human and material resources effectively.

The strategies implemented form the basis to formulate and implement strategies

that achieve the state corporations' goals and objectives. Emphasis of the



corporations is on performance measured in terms of better running of the
organization, improving job holders performance, planning their career, and
assisting the job holders to evaluate their performance results and develop

themselves in to order execute effective service delivery.

1.3 Objective of the Study
The objectives of the survey are two- fold,namely:
i) To establish capacity building strategies in the state corporations.
ii) To find out factors/variables that influence capacity building strategies
in the state corporations
14 Importance of the Study
i) To provide information on capacity building strategies in the state
corporations that enhances service delivery.
ii) To synthesize information on capacity building which would form a
basis of reference to other researchers
iii) To provide critiques on information regarding a view to knowledge and
stimulate further research in other aspects of capacity building strategies.
iv) To inform policy formulators in the area of capacity building in state

corporations



CHAPTER TWO: LITERATURE REVIEW

2.1 Significance of Capacity Building

This chapter addresses significance of capacity building strategies in achieving
sustainable organizations. It aims at highlighting available literature on the meanings of
capacity building, capacity building framework, basis for identifying and developing
institution capabilities and capacity based strategies that may be developed to sustain
competition in a turbulent environment and emphasis on the conceptual framework of

Capacity Building Strategies.

Strategic development provides a base for managerial decision-making. Strategic plan
entails long- term goals and objectives that the organizations adapt in the courses of
action and allocation of resources necessary for carrying out its objectives. The goals
and objectives of an organization set out the direction for its future. The strategic plan is
concerned with organizations basic direction with regard to its purpose, ambitions, and
resources and how it interacts with the world in which it operates (Thomson Strickland

1988).

The strategic management as a management tool requires to be reinforced with
resources and knowledge. Organization's resources include physical capital, human
capital, organization capital and a mixture of tangible and intangible assets, skill or
competences (Hall, 1993) however few the resources are productive in isolation.
Productivity comes from the application and coordination of resources, hence it comes
from capability. Grant (1991, 119) posits, while resources are the source of the
organization's (state corporation) capabilities, capabilities are the main source of
competitive advantage.The Resource Based View (RBV) and Knowledge Based View (KBV)
of the organization (state corporation) regard organizations as a 'broader set of resources
(Weanerfelt 1984, p. 171). It is a perspective on strategic management with an emphasis
on internal analysis, and an attempt to address a perceived imbalance with Porter's
(1980, 1985) 'positioning school (Browne 1994). The resources and knowledge are
complementary aspect of the strategic management process (Henderson and Cockborn
1994). It is argued that combinations of resources in the form of capabilities are
development, integrated, protected and exploited to give competitive advantage (Barney

1991). Zack (1999) states "what a firm knows is a resource" and what a firm knows how

9



to do is a capability.

Competence on its own is not sufficient to deliver a sustainable competitive position
(Porter's View 1996). This view is closely aligned with the Resource Based View. Superior
performance comes from an organization's capacity to create and exploit capabilities not
available to competitors (Barney 1991). According to Resource Based View (RBV),
strategic resources within the organizations are heterogeneously distributed and less,
mobile between firms, (Barney 1991, Teece, Pisano and Shuen 1997). If resources were
homogenously distributed, all firms in the industry could conceive of and execute
common strategies (Barney 1991, Grant 1991). The organizations that base their
strategies on intangible assets out perform those with strategies based only on tangible
assets (Barney 2001). This emphasizes the need for knowledge management as an

adjunct to the strategic management process.

The conservative approach and dynamic capabilities approach are the two 'schools’
within Resource Based View (RBV). The first suggest that organizations or state
corporations focus on what they are good at, whereas the latter advocates for
competences that determine strategies resulting into diversification as an opportunity to
generate or acquire new competence. This should be solved through recruitment,
training, mergers and acquisitions, or horizontal or vertical integrative. Due to changes
in technology, politics, economics and business models, most markets today are
dynamic (Robbin et al 2000). To survive, organizations need the capacity to match

anticipated or even create marked change, Hamel and Prahalad 1994; Hamel (2002).

The dynamic market demands of dynamic response (Teece, Pisano and Shuen 1997),
requires organizations to adapt through the development of new knowledge to generate
new skills and capabilities (Andriessen 2004), ensuring that the firm's resources base
will suit future requirements (Grant 1996). Organization (firm's), like other social
entities, evolve through the adaptation of their organizational knowledge, which is
comprised of the collective knowledge of its people, and the organizations (firms)
capabilities (Spender 1996). The organizations that do not have the capability to develop
new competences would opt to source tradable competences although the cost of
acquiring competences may nullify or outweigh the benefit of such acquisition (Teece,
Pisano and Shuen 1997). Organization resources when combined through, process,

activities or routines create the organizations capabilities. Grant (1991). Superior skills

10



and resources on its own are not enough for sustained competitive advantage. This
combination of resources and capabilities represents "the collective learning of the
organization (Hamel and Prahalad 1990), and it is through learning that sustainable

competitive advantage is achieved (Grant 1991).

Knowledge is the key resource (Gehani 2002) in a rapidly changing global market
culminating into development of innovative services, products and solutions required to
attract and retain customers and overtake the competition. Knowledge is used to
produce products or services (Boisot 1999). It adds value, gives a competitive edge, offer
potential for sustaining the future, in market, and controlled by the organization
(Andriesson 2001). The Knowledge Strategy entails strategic plan, performance and
results that contributes to the organisation's knowledge strategy (Callaham 200). The
knowledge strategy is also known as an intellectual capital statement (Thorjornsson e-tal
2004, Zack 1999). Like competitive strategies, knowledge strategies may be intentional
or emergent (Mintzberg 1996). Technical skills and capabilities are insufficient to make
the organization competitive; rather this knowledge should lead to coordinated,
productive and efficient action. Capabilities should ensure to deliver productive output
(Liebeskind 1996). Weng and Lo (2003, p. 499 - 502) advocate for technological, market
and communications; and integrative capabilities the later being the major contributor

to core capabilities.

Knowledge that resides in the organizational capabilities determines the level of the
organization's performance. The capabilities are routines or patterns of behaviour which
are the products or services and repositories of organizational learning and knowledge
(Nelson and Winter 1982). Organizational learning is an intrinsically social and collective
phenomenon, (Teece et at 1994, p 15) involving joint problem solving and coordinated
search. Organizational learning is also cumulative and path dependent, since what is
learnt and practiced is stored in routines (the organization memory) (Nelson and Winter,
1982 p, 99) and expressed in the organizations capability (Hilliard and Jacobson).
Japanese management emphasis is on labour, social, intense training, operation

communication and continuous training.

An organization need to use a balanced scorecard to balance criteria of performance
since it is a measurement system that strikes a balance between financial and operating

measures, links performance towards, and gives explicit recognition to the diversity of

1"
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stakeholder interest. Use of balanced scorecard focus management attention on items
subject to action on a month-by-month and day-by-day basis, (Horngren 2000). To a
certain level, performance of the organization requires measuring the efficiency of unit,
its total costs, its total capacity for handling work and its actual work out. Garrett 124

(1980)

Human resource development process equips individuals with the understanding, skills
and access to information, knowledge and training that enables them to undertake
performance effectively. In order to implement Strategic Plan, it requires provision of
human resource. The human resource system is a strategic and coherent approach to
management of organization's most valued sets- the people working in the organization.
Armstrong (1994), the organization competition depends on human talent and
capabilities of employees have impact on performance or else human resource practices
and performance would be minimal. Human resource strategy creates sustained
competitive advantage since it minimizes the contribution of the organization (Public
Corporation) toward the same goal, thereby creating value for share holders (Becker,
Huselid, Ulrich, 2001). In broadest interpenetration, capacity building encompasses
human resource development (HRD) as an essential part of development the fact that
there are direct and different implications for any subject on capacity building. It is
generally recognized that a country's human resource capacity for productivity is a pre-

requisite for social and economic development, Crowder (1996)

2.2 Capacity Building Framework

Open System Theory is the view of organization during the 1960's as open social
systems. Organizations were free to enter and leave the environment that was influenced
by environmental forces (Hezberg's Motivation Theory). Porter (1984) organizations are
open systems consisting of sub-systems, which interact with one another and with the
external environment (Kaplan 1999). An organization that understands its world
develops a conceptual framework and attitude that shifts it from "playing a victim" to

confidence if its capacity is to address the changing environment.

The study applies conceptual framework of Mcknisey and Company 2001 in addressing
capacity building strategies in the state corporations in Kenya taking into consideration
existence of other Frameworks. Wubneh's (1993), the conceptual framework embodies

the four (4) related elements (the restructuring of value systems, the development of

12



human capacity, transformation of institutional capacity and the modification of
organizational structure) that provide a general framework on the salient features of
capacity building as emphasized. Effort to improve capacity must address the four
important interrelated elements simultaneously. The development of human and
institutional capacity without restructuring recruitment and reward systems to help
retain skilled professionals or an appreciation of the benefits of the analysis inputs is
likely to be unproductive. The study takes in cognisanze the research conducted by
Masinde (2002) in the Kenyan NGO's Sector to investigate the capacity building
strategies that are practiced by the NGO's, applying seven (7) elements of the framework
of Venture Philanthropy Partners of 2001. It also takes into account the lessons on
evaluation of capacity building by Linen (2002), Elizabeth Boris (2001), the four theories
useful in non-profit organization capacity building which include strategic management

theory, agency theory, resource dependency theory, and institution theory.

Loubser (1993 :23) outlined elements of capacity building to include specified objectives
(vision, values, policies, strategies and interests.); efforts (motivation, driving energy,
concentration, work ethics and efficiency); capabilities ( intelligence, skills knowledge
and mental sets), and resources (human, natural, technology, cultural, finance and
work, organizational resources). Bolger (2002) specifies a generic framework in terms of
different levels of capacity, namely individuals, organization and societies but
emphasizes the links between them. Mckinsey and Company (2001) conducted case
studies on 13 non profit organizations and identified the seven (7) critical elements for
building capacity: aspirations- clear vision, mission and goals; strategy coherent -
actions and programmes designed to achieve goals; organizational skills- planning,
resource management, and assessment of performance, human resource- individualand
collective knowledge, skills, system and infrastructure- organization process entailing
planning knowledge management and decision making; organizational structure-
entailing governance, intra-organizational coordination and management structures; and
culture, shared values, norms of practice focused on performance, and traditional
creating the connective tissue that binds the organization together. McConnell (2001)
Mckinsey, Self-Assessment Grid helps the organization identify improvements that are
needed. McKinsey framework provides a useful framework for analysing the strategic
attributes of an organisation and identified strategy as only one of seven elements

exhibited by the best managed companies
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Figure 1. Mckinsey 7S




Pascale (2001) found out that contention in the organizations tend to arise in predictable
domains. These vectors of contention each correspond to the 7S as identified by
Mckinsey. Each domain captures a paradox or polarity that needs to be reconciled. The
polarities provide an on going vehicle for sustaining constructive disequilibrium. In
another case study, Venture Philanthropy Partners (2001) state that; non- profit
capacity is in a pyramid of seven (7) essential elements: three higher- level elements are
aspirations, strategy, and organizational skills, three foundational elements are systems
and infrastructure, human resources, and organizational structure and a cultural
element which serves to connect all the others. The partners emphasize that the success
of social issues has generated increased demand for their services in non-profit
organizations. It is noted that in Kenya the public corporations are incrementally
enhancing their performance as potential service providers and partners in tackling the
most pressing social issues. In another perspective, for instance, Samaritan Inns in
Washington DC undertook systematic capacity building to address the gaps, under the

umbrella of the "New Hope Initiative".

Instantly, human resource management and practices on organizations' performance is
an important topic in the fields of human resource management, industrial relations
and industrial and organizational psychology Boudrea (1991). Strategic human resource
management focuses specifically on the pattern of planned human resource
deployments and activities intended to enable the organization to achieve its goals,
Wright (1992). Personnel management (Armstrong 1994) echoes that it is an important
element of the broad subject of human resources management while the later practices
on the organization performance is conditioned by the organization's strategy. Martin
and Jackson (1997) states that personnel management is a workforce- centred, directed
mainly out at the organizations employees, finding and training them, working
modalities of payment, explaining management's expectations, justifying management's
action, satisfying employees' work- related needs, dealing with their problems and
seeking to modify management action that could produce unwelcome employee
response. On another perspective, Garrett (1980) personnel management has undergone
a revolution in the last thirty years, due to growth in complexity of industrial relations
practices, employment legislation and technical advance in the field and calls for a great
professionalism as any other function of management. Human resource management

and personnel management are occasionally used interchangeably. This is a system of
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many interdependent activities that cannot occur in isolation since each of them affects

one another resulting into a system.

The human resource strategy creates sustained competitive advantage since it
maximizes the contribution of the organization (state corporation) toward the same goal,
thereby creating value for shareholders (Becker, Huselid Ulrich, 2001). Strategic HR role
is the three dimension of the '"value chain" represented by the organizations
architecture, the function, the system, and employee behaviors. The HR architecture
broadly describes the continuum from the HR professionals within the HR function to
the System of HR related policies and practices through the competencies, motivations,
and associative behaviors of the organization's (firm's) employee's (Huselid and Becker
1995). The human resource is considered to linking employee capabilities with the
performance requirements of the organization. The HR proponents clarify that two
primary perspectives - a universal approach and contingency have been presented to
describe the link between human resource management and organization performance.
The universal or "best practices" perspective implies a direct relationship between
particular approaches to human resource and performance, a contingency perspective

appear to be competing due to its complementary role.

Organization competition depends on human talent and capabilities of employees that
have impact on performance or else human resource practices and performance would
be minimal. Variety of strategies are concerned with managing diversified enterprises
whose activities span a number of different areas, business level strategies relate to the
different ways that an individual business unit competes in its chosen market(s). These
strategies are chosen and deployed within the framework of an overall corporate strategy
and not in isolation from it. At the corporate level there are many and varied (Youndt,
Snell, Dean, Lepak 1996) on the foregoing practices for selection of human resources
depend on the key practices of the methodologies for selection which include either
individual interviews, interviewing panels, selection boards, group selection or

psychometric tests.

The executive management or the chief executive (CE) initiates visionary leadership in
order to steer staff. The CE at the forefront provides leadership, vision, initiative,
motivation and inspiration. A good and effective strategic leader according to (Thompson

1997) is one who is visionary, skilled, competent, able to delegate, one who motivates,
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analytically persistent, enduring, and flexible. This transformative performance relies on
logical capacity building change and inspirations backed with directive and supportive

attitude into achieving matching leadership to the situation.

In building Andrew's Design School, Porter (1980) focused on an examination of the
structure of the industry or market in which an organization competes. Porter's model of
five competitive forces (rivalry among competitors, threats of new entrants, and
bargaining power of suppliers, bargaining power of customers, and the threat of
substitute products) allowed managers to assessing the attractiveness of the market,
and establish the most competitive position within that market (Browne 1994, Feurer
and Chaharbaghi 1995, Robbins et al 2000). Porter's (1985) concept of the "value chain"
was another development that allowed managers to determine potential sources of
competitive advantage by examining the activities that the organization undertook and

the links between them (Nanaka 1991).

Value chain approach provides opportunity to determine whether the strategic internal
factors are competitive. The SWOT analysis is capable in explaining in details how

managers would identify internal strengths.

Figure 3: Value chain Approach

The value chain diagnoses a firm's (public corporations) key strengths and weaknesses,
thus adopting a disaggregated view of the firm by examining it across distinct functional
areas. Strategic Business Unit (SBU) engages in one line of business since it has a

virtual autonomy to enforce corporate policies and standards down to very low levels in
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the organization. Similarly, Public Corporations focus on specific products or services,
SBU customers or clients, compete in a particular product or service segments,
conforming to the organization's ideals and philosophies and support organizations
purposes. Mintzberg emphasizes that the "process of strategic planning, not the plan
itself, was key component of business performance. Instance of this model is
implemented by Agriculture Finance of Kenya (2005). Through Different Mirrors
(Bowman, EH 1994), hints that strategic planning in the 1970s (and 1980s) focused on
customers and competitors while the organization of the firm was rearranged in strategic
business units (SBUs) to map these customers and competitors. Then strategic business
units (1970) were framed as stand alone business that could be managed and judged on
a profit loss basis. New entrepreneurial ventures began life in Mintzberg's
entrepreneurial mode of strategic planning and move towards the planning mode as the
company becomes established and wants to continue its strong growth. Mintzberg adds
that once it becomes successfully established, an entrepreneur instead chooses stability
over the growth, the venture moves more towards the adaptive mode so common to so

many small businesses".

2.3 Justification for Capacity Building

Dees (1998) acknowledge that non-profit organizations have a problem of correlating
capacity and impact. Venture Philanthropy Partners (2002) points out that capacity
building has enabled non- profit organizations in United States of America (USA) sustain
competition beyond the traditional approaches of fund raising and program development
carried out in isolation. Hayes et al (1996) and Johnson and Scholes (1984), stated that
the traditional basis of cooperate decisions was organizations' capacity to make versus
buy which was appropriate to the predictabl