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ABSTRACT 

This study was designed to d ument envir nmcntal scanning prac tices in Kenyan 

large manufactunng lirm 1 h'. tulh h:1d t\\0 main objecti ves: 

I . To establ1 h th •m 11 '1\111 •ntal s ·ar111ing practice (s) in large manufacturing 

fit Ill 111 K ·n~ 1 

' I ) 1111 l ut th • fa tor behind the usc of the environmental scanning methods 

111 1 rae tic . 

To achte\ e these objectives pnmary data was coll ected usmg stru ctured 

que t10nnaires from a sample of 100 manufacturing firms picked from the Kenya 

Industrial Research & Development Institute's (KIRDI) directory. One questionnaire 

per large manufacturing firm was administered to the Chief Execu ti ve Officer (CEO) 

or a senior manager. A drop and pick later approach was adopted and on many 

occasions the researcher discussed the contents of the questionnaire with the 

respondents. A total of 32 firms responded positively giving a response rate of 32%. 

The data was analysed with the atd of P software imple descriptive stattsttcs 

\Yere used to present this data Relationship tests \\ere done to determine the influence 

of canning on performance. Kruskai-Wallis or better known as the H-test was used to 

determine any significant differences. 

1 obJ tJ\ of thi stud, hn' e b n met ·y h manutactunng com panic in Ken) 

do u 

Utrl mtronrn nt 

annmg pr du to th un rtamu 

nl) dt r n hO\\ th ) 

Ill th 

n tr nm nt tl 



The findings of this study further revealed that manufacturing firms have been 

successful orer the last fire) ear , r~ ording above average lcrels of performance. 

This confirms the literatur rl!\ 1 '\\ th:-tt the manufacturing industry is going through a 

transition as a r ·ult f th~ t:lll rna ·ro-c onomic environment, government 

in ten cntwn m pwm l[lll ' 1 01 t opportuni tics among others, \rhich have increased 

inn:-;tol ·onl1d '11 ' 
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CHAPTER ONE: INTRODUCTION 

1.1 Background 

For many years one of th JU:lhltlS th~t distinguished successfu l businesses, 

and their cuti' 's :1n l m.Hl<\!1 JS, was a demonstrated ability to think fast 

nnJ stu 011 ll1J 1f 1 ' n to innucncc the course of the economic social 
' ' 

pohltl'tli nd t hn logical conditions of the environment in which they 

op ral d But in the past decade the task of a manager has changed. The 

em tr nment no longer supports unlimited commercial and technological 

expansion. Society has become increasingly critical of business initiatives and 

increasingly adept at measuring and assessing the social costs of business 

decisions. Contests for market and ownership control have intensified to the 

point where the competitive environment of business is changing more 

rapidly and less predictably. It is difficult to follow, much less anticipate, that 

change (Lynch, 1997). 

In this setting, even the best of managers and planners ha e found it more 

and more dtfficult to mm e fast enough to maintain an aggressive stance m 

trategy without allo\\ing risks to run out-of-bounds. They ha' e found th 

O'l of mi directed or non-directed bu iness efforts both h1gh and rapidly 

n mg h grO\\ mg diffi ulty in d vi in , tim ly rc pon e tot u from the 

bu 111 

th un m nt I r 
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EnYironmental scanning IS a methodolog~ · Cor coping \\'ith ex ternal co mpetitive. 

social , economic and technical I ues th:1t ma~· be dirficultto observe or diagnose 

but that cannot be ignored and ''Ill nt t g away ( ' toffcls, 1994). Scanning has 

long been an Important kmt nt )(' . tr:lll'Pi management and is continually 

de' elop1nP, 'otnp.uH • 11 ._. I to 1d •nti!V emerging changes early enough to gain 

nchanta•t' lillllllh·m lht nHclllgcncc IS vital in a world of increasing change 

nnd uncct tainty 

Pe<U'C and Robinson (1 ~7) state that in order for organizations to achieve their goals and 

objecll\ es. It is necessruy for them to adjust to their environment. The dynamism of the 

em ironment 1111plies that the organization have to constantly redesign their strategies in order to 

remain competitire. Faih.rre to effectively adapt the organization to its environment leads to a 

strategic problem Such a problem will be evidenced by a mismatch between \\hat the 

organization offers and what the market demands. 

Daft ( 1988) obserYed that planning has two major purposes today. The first is not so 

much to control as to enhance resilience and a sense of responstbthty, both to 

immediate and the indtrect stakeholders In order to see the possibilities as well as th 

problem m our uncertain ,,·orld we·,·e got to be as clear as we cm1 about \\hat "e 

don't kno\\ The irony is that now \\e need planning and future tudi' preci ly 

b \\e cannot do \\hat ''e thought planning and future studies \\Cre for gaining 

and m mtammg control 'I h on i purpo e of pl. mung 1 t h lp • n organ11, tton 

m h " to rn ' mto an un rt m futur b' J,m 11 If gam an 

\ t t h \ nd If It I tun th r · nn 1 th. t ull \\h r 11 " u 1 
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Therefore scanning presents a system for managing strategic issues that can help us 

.. be clear as "e can about "hat \\e d n't kno"" 

Accordint~ to Stoll'•! (I 1 4 c:11111inp rdentdies the segment or a firm 's strategic 

mHIHI!-:Cill ·nt 1 ll\ rll' 1 JlllnrtP a' H.m outside the firm 's boundaries. It invokes a 

pl llrt's ll · I 111111 .Ill 11. cau mg the firm to expand the focus of decision making to 

nH:Iud~.: th' 1 ·r 1 ctl\e of outsrders such as customers, competitors, regulators or 

conununit) members. The lowest level of environmental scanning is observati on, by 

\\ hich the firm seeks to learn '·what is." The highest level is prediction or synthesis, 

a the firm seeks to integrate signals of future events or conditions into meaningful 

model upon \\hich to build strategy The key conditions inviting environmental 

scanning are external turbulence with observable signals yielding distinguishable 

consequences. 

Strategy is the direction and scope of an organization over the long term, \\hich 

achie\es ad\ antage for the organization through its configuration of resources 

within a changing environment to meet the needs of the markets and fulfill 

stakeholder expectations (Johnson and choles, 1996) trateg1c Management is a 

S) tematic approach to position and relates the firm to it environment in it 

contmu d su c s Md make it secure from em ironmental surpri e (An ofT, nd 

leD n 11.19 

ran 

but 1 

n that th \\Orld m "hi h " h pp n t II\ 1 n 

unph 

1 lm n 1r nm nt t 



towards meeting the global challenges. 1\ lcKenna ( 1997) ga,·e the following real 

time message: Companies\\ ill learn about the lcchn logies of real time in the only 

way they truly can- by ad ptinu th~.:m nnd put tin, them to practical use. They will 

deploy them not t pr It I thl fttlltt ' but to li ve virtually on top of changing 

patletns und It •rt I tl · 1111' '\ ''Y .sphere of their business environment, making 

l'<tpid nml · )llltmt u r fin •mcnts 111 their way of doing business. 

!um1 in { l 1 1 3 stated that the highest organizational goal must be perceived to be 

ma.\.tmizing benefits for all stakeholders, which solves the problem of survival 

much more neatly and giYen entity continues in exis tence if thi s function is 

fulfilled For this to happen, organizations must create flexibility wi thin it. 

Flexibility implies quick adaptability to new directions, ability to learn and capacity 

to keep an open mind. 

1.2 An Overview Of Kenya's Manufacturing Sector 

Kenya·s industrial and manufacturing sector is going through a transition This IS 

largely as a result of the turbulent macro economic em ironment due to multi-part) 

politics. goremment mtef\ ent10ns in promoting export opportunities for the 

manufactured products: enactment of anti-dumping and counterraihng dut\ 

leg1slmion to curb re tricti\'e practices that disad\ antage local manufacturer zero 

r tm of . ·ci e duty and related ta.\.es for majority of input in rea ed and then 

d 111\ stor confid n e due to all ations of orrupuon A ordm• t th 

nomt un 2 4 dillon. r al output m th m nuf: turm b~ 

rd d 111 _ 



I Jigh level s of concentration charncteri;e the Ken~ · ru1 large manufacturing sector. Fe,,· 

large companies account for n broc proportion of the sectors ' output and 

employment This is upp )rt~ :l l1\ Aosn (I 1)02) who fo und out that 43-50% of 

manufactulim•, li1111 11 m n pnlil's ()I ()nccntrntccl oli go polies. The small domestic 

mnrkd and hi ·hI'' •I l rc t' tion encourage this tendency though this is changing 

:tl't ·1 lib 'I di 11111 rb' African rO\\lh Opportunity Act (AGOA) and the COMESA 

tradin11 ,lll".lll.,: 'Ill nt continued to play a major role in the exports of manufactured 

go 1d in K n~ a. The grO\\th in the sector was however constrained by consumer 

pendmg: high energy costs, insecurity, and poor infrastructure. Other factors 

affectmg the sector were increased production costs due to escalating prices on raw 

materials. high fuel prices and appreciation of the Kenya shilling against the US 

dollar. " ·htch constrained exports. 

According to the Manufacturers' directory 2002 Edition the sector contributed an 

a\'erage of 13 per cent to the Gross Domestic Product (GOP) from 1995 to 1999 Th.e 

grO\\th rate of the sector howe\er declmed from 3.9 to 1.0 per cent for the same 

period The abore trend is mainly attributed to stiff competition from imports: poor 

mfrastructure: reduced investments in the sector part!) caused by high cost of 

dome uc funds and reduced direct foreign capital investm nts and capital as ''ell 

political pO\\Cr play. This affect a iirm competllh n 111 some \\ y or another and 

nll for m 1ronm nt I annmg 

Uf\ 2 

n Ill out ut o m 

an u In m lu m r m null r hn 



Significant growth \Yas registered in dairy production. fish processing, fats and oiL 

confectionary and chocolate m1 ellancous food s and prepared animal feeds sub-

sectors Other ke) sub- ''h1 h pl rformcd well , arc in drugs and medicine, 

pcll'tllncs and toll 111 • , jlll h.tnn produce and non-metallic products. The motor 

'chicle ns •tnbly • 1 'II ·n ·d omc positive tumaround as a result of incentiYes 

plll\ Hkd b) th • '(' ·rnmcnt. 'I he main players in the sector registered growth in 

produ ·tion r ale h he spirits and soft drinks on account of increased demand 

c upl d "ith the incentives to the consumers through competition. Other major 

indu tnes that recorded growth were in wearing apparel, paper products, plasti"c 

products and electrical machinery apparatus and appliances. 

The yaJue of output in the manufacturing sector rose by 6.1% in 2003, while in the 

same year total \\·ages increased by 22.1 %. Employment in EPZs increased by 32%, 

while the number of manufacturing companies under the zone increased by 15 to 69 

in 2003. The biggest external market for Kenya's manufactured goods has been and 

still is neighbouring Afncan countries. 

1.3 tatement Of The Pa·oblem 

·:\1emal hange· in the K nyan econom.· ha'e contributed to the int ns compctiti n f.1ced by 

fim in the cmmuy. Guarnnta.!d busin opponuniti that \\ere oncred to organizati ~ \\h~o:r 

th go\ emrn nt had int r t fi II n\\,: Wtth th libernlvatiorl :ni tl • cnV>rni"'"'"' 

nndhi~ lU a. 

n anu tunn finn m• l\ •r nm 

n 



ti1e country. Firstly. ti1ey face stiff competition fl·om imported goods, which hm·e been 

increasing. Secondly. tl1~ en ounter fi re1gn ex hnnge uncc11ninties nnd local currency yaJuc 

flu ctuations, both or" hi h nfli.' ·t th~?i r opLrn! rons, espec ially importation ofrmy material~ 

l11irdh and most1111JX>Itrullh , th • 'JlllinP up of'r L'Pional marJ..ets such as ommon Market for Eastern 

fii "I(C0'\111 S \) l· 1 th rc.1 11 • thl!r~ rs th~rcfore anced to mahe these firms aware ofthe 

nnin 'techniques, if they arc not using or already aware of. and hm\· 

to tiS· tl1 ·m ~lr U\ ·ly so as to imprO\·e their strategic planning and decision-making. Aosa (1992) 

r und out U1..11 no ~w-1 finn had an environmental scanning unit. Jnstead where ewironmental 

~ JJming \\as formal it \\a5 the responsibility of the management lean1S i.e. the CEO and tl1e 

departmrotal heads. Each fimction head gathered information pertinent to their departments. Karem u 

(1993) obser.·ed absence of long-range plans therefore planning horizons was short 

and plans were kept informaL Kang'oro (1998) on the other hand noted that public 

sector had \\·ell articulated plans. This was confirmed by other similar studies done on 

strategic management practices in some Kenya's organizations include, Kombo 

(1993). Gekonge (1999). Abdullahi (2000). Nganga (2001) and Kiptugen (2003) 

Little attention howe\'er has been paid on em ironmental scanmng practices in large 

manufacturing companies in Kenya. Therefore a kno\\'ledge gap exists in this area. 

'' hich the study aims at bridging. 

I A Obje tive Of he tudy 

• To C)la]~ d em'lf0l1Jrellai ) 111 _ mrulllfi tunng fim 111 K ~ 

ii 0 fi behmd the o th ' ronm l1al 
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1.5 Impor tance Of The Stud) 

l11e outcome of the study" ill greath help twuml11ctwing fitms and oti1er organi; .. ations to know tl1e 

e:-;isting em tronrnental mmin1' mdht Is th~ sittwtions in \\i1ich tllC)' ure best applied and how to 

select ru1 nppropualL' 11 tl I ( .l. to :ldltt'\ 'dl\x:ttvc pfru1ning and decision making and hence 

tL'dlln: the uth l't · ·11 ' I I , turbulent em tronmcnt. 

'!he linding.. of the study \\ill also enable Wliversities and oti1er centres of training for 

em uomne.~1tal scuming to know the most commonly used methods so that tl1ey place more emphasis 

on ho\\ ti1ese methods can be effectively used to improve planning and other forms of decision-

making. 

Emironmental scanning consultants will also benefit very much from the findings of the study. 

They ''ill be able to know the problems faced by firms in applying forecasting methods, 

if they do. so as to improve their consulting services. The findings of the study \\ill also 

be rery useful to researchers as they ''ill be able to idenll~: the issues to be addressed \\hen 

dereloping ne\\ ennronmental scanning methods and how to modi~· the existing ones so as to 

achieYe high degree of accuracy. 

1.6 Sti'Uctut·e Of The tud · 

hapter one d a! "1th the intr d u tion. chapter t \\0 0\ 1 lit r,l\ur r \ i '\\. h. pt 'I 

thr o' e resear h d ign chapt r our fo u on dat annly is nnd finding \\bile 

h pt r fi, ont m th summary dis u ions and on lu ion 



CHAPTER TWO: LITERATURE REVIEW 

2.1 Environmental canning Pra ti rs 

According to StoiC I (I t ·t l)l )lll lt)l inP signals rrom the environment IS the 

predominant tnhtll Jll • t'lllJI )~ •d 111 ~11\ 11011111cntal scanning. Management tailors 

these sctltlllltt · tplt 1 h • to the fundamental nature or a particular environment and 

to t1 1 , d '"t , 1f lilt 'ruction and dependency perceived among the dimensions of that 

'1\\ 11 mmenl. and elects sources of information appropriate to its scanning st rategy. 

Then. b' managing its scannmg resources and communications, an effective system 

for captunng environmental intelligence can be established. Rich inferences can be 

dra\\n from environmental data in an intuitive fashion by making routine and non

routine inquiries ofthe environmental database. Intuition ultimately reaches its limits 

howe,·er. as the quantity of data increases, as the complexity of relationships grows or 

as environments exhibit signs of change or instability. The techniques include, 

analytical techniques. mapping techniques, modelling techniques and subjective 

techmques of analysis 

The four em iron mental parameters are complexity, meduc1ble uncertainty, 

mstnbility. and the fiml's knO\\Iedge about that environment If a firm kno'' little 

about it em tronment, it face a high d gre of uncertainty 'I hat gainmg k.no" led 'C 

n 

ing k.-no\\1 dge, can r du e uncertnint. 1 asso i ted \\ith dt: t 

un namty 

m rgmnl r 

h 

om p mt, for kno\\ I d ~ 1 I 

m un t r m m nft r 

m1 hmtt 1 arr u abl un rt mt 



The independent aspect of uncertai ntY relate to the breadth of probabilit:· 

distributions that are assocmted '' tth 'alues nnd out omcs in the environment. That is. 

the firm rna\' "ell unde1 ~ land th~..: run t tona l d ' lenni nants or demand for one of its 

products and lw abl' t ' tl,lin tkrnand ncc urately in an ex-pos t sense. but be 

conl(Hiltd ·d in th • pt II tit n of futur~ demand by th e wide probability distributions 

(lllll'l'l(llllti' ) l t ·I "tth one or more of the interac ting Yariables in the demand 

'qual! Oil l·in,1ll~. the mdependent aspect of instability is assoc iated with the degree to 

"luch concept and relationships somewhere in the environment are undergo ing the 

pr ce e of fundamental change (Lynch, 1997). 

2.2 Why En ironmental Scanning Is Mor·e Necessary Today 

Scanning can proYide early warning signals for the organization from emerging en\'i

ronmental issues. threats and opportunities. Scanning helps companies develop and 

modify strategy to meet changing external circumstances, thereby helping the 

organization succeed and surYive (Calori 1999). In short. em ironmental scanning 

helps the organizatton adapt its behaviour to the changing reality of the e\.ternal 

world . 

1n eillance systems put in place for the purpose of scanning prO\ tde signal 1 he 

s1gnals are analysed by information system to determme "hether an e\ cnt ha 

o curr d or h a chang d probabtht) of oc urring. Dingno ti y tcm th n 

det rmm thr at and opponuniti toffi I 4 . 
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T day'· gr ater environmental uncertainties may be the result of previously unfore-

seen long-run consequences of the planning models and the belief that business and 

society haYe traditionally embraced by viewing compan1es as isolated from the 

em·ironment (Fig. 2.1). 

In the typical strategic planning process. the environment has been a given from 

whtch management has tak.en factor inputs such as mterest and wage rates, taxes. 

and a\ ail able technology. The environment seemed inapproachable, deln ering at 

random "events" such as embargoes. oil cartels. factory acctdents, terrorism and 

hosttle take-overs ·:xcept for a few ca s. such as the oil company pre ure to 

r duce royalue that motn ated the formation of P • , the environment ha 

app ar d uncontrollabl and unnfli ted by m· on ompany' a t1on B\ 

ppl~ mg th1 em ironm ntal mod I bu m ha\ e p rm1tt ·d th m ·h the 

lu Ul) of plannin ' for h n-ran' out om - plannm m ml~ b d n th 

umpll n th l r p1d r0\\1h p rm n ntl. d pro J nt) n dmn m• 

utput m ur 
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This focus on short-range output measurements breaks do\\'n because it oversimpli 

fi es th e long run. ind1rect and le men urnb lc consequences of rapid economic 

growth. and becaus 11 und 're I111Klh.'s th' . ocial and economi c readjustment rapid 

gro\\ th demands Fatl1n' 1 d~ fl' 't thl.! co nseq uences of rad ical cchnological 

inno' ntion and dtul ' m.ltla • 'Is had no grasp of the co mpl ex ity in vo lved in 

JllHlch1m: th · p1 ) lu ll n ystem with the cons umpti on sys tem in a world 

mnrk ·tpla · Ir thi mismatch was observed, it appeared as an uncon troll able 

em 1ronmental'\~' ent" and therefore did not cause anyone to hes itate (Calori, 1999). 

For planners and managers, the turbulence of recent years and likely fu tu re changes 

reinfo rce the need for intelligent environmental scanning, beginning with the 

recognition that the firm is a part of its environment as depicted in Figure 2.2, and 

requires changes in the planning processes and techniques developed '"hen the 

em·ironment appeared more stable. 

Business-as-usual approaches seem \el) d1fficult to justif)' in the post-industnal era 

(An off. 19< 7). Leading. aggressive firms are no longer in a sufficient power 

po ition to e tabli h the st' le and pace of progre s or to control th ir O\\n de tinies 

For mann em nt garnering meaningful signals from the rn ironment replace 

grumng prin ipal guid to the future. !ITecti\ e rn·1ronm ntal 

nnmg b com mar • nd more a omp titt\ nd trnt ic n II\ 

1 



~--.. -~~ ......... ~~· .... ~ ....... .. ~ ........... . 

(Source: Stoffels, 1994 pp 6) 

2.3 Reasons For Scanning. 

The costly impa ts of an imperfect reading of the environment can lead to lost 

profits, lost market share, lost jobs. lost \\·ealth and the destruction of share \'alue in 

the marketplace. Judgments simply turned out to be faulty because the environment 

evoJyed into a different state of nature than strategies anticipated There are se' enil 

reasons \\h) increased scanning mtensity in toda) 's em ironment could reduce the 

incidence of similar strategy failures m the future. 

fndu tda l Evolution: nisbill (I' 4) nrgu s th, t a ne\\ order i· m rgmg 1h t th 

n lion 1 mo' mg from 

ppl~ 111 thl n ,, or r. nod n tr t 

ld nil 1 h I~ 1 b \\ r n 
Ulll 

to p t-mdu tn d n 

b on 

1 purp of m 1r nm 

1 



help reduce. through interceptmg and mterpreting signals. the frequency and impact 

intensi ty of those surpnses. 

SpN•d of Chan •t• and lnrn•a ino 'omplcxity: According to Ansoff( J 990), "our 

environml'nl ''P wd fa tcr than our perception of it, because the major institutions 

and syst ms (l:undy. \\Ork, politics. religion, comm unity, commerce, transportation) 

har become interrelated as a result of population growth and industri ali~.: ation." 

Earh mdu tnal era efforts to create standardization and production efficiency gave 

"ay to the purswt of differentiation in product, technology or market and to the 

rapid rate of design. deyeJopment and invention such differentiation requires. 

Scanning creates inputs to a flexible and opportunistic management system. Such a 

system permits organizations to become responsive to their emerging 

circumstances. to become adaptive, and, in various ways, to "learn to dance." 

Evolution in Planning 1ethodology. In the wake of substantial cntiCISm of the 

timeliness and effectiveness of the results of planning efTorts, m the past decade 

strategic planning as a profession has undergone significant changes. pnncipal 

cri tici m has been that the profession ha been too preoccupied "ith procc 5 
and 

definition - que tion such as ho\\' to organize the plnnnmg proce and ho\\ to 

1d nuf a good trateg1 d cision. 

14 



Freed from preoccupation with proce or form, planners can focus on more funda

mental issues. such as. "\\'hat information do I need to mnke a good strategic 

decision''" In a compl '~. r, p1 il\ -h. nPinP en\'ironment, that necessary information 

llll d flr ~ about the present, and littl e about the 

e'trapolatcd p 1 t I h tn(l rrn.llion ~11\'IJO nmentaJ scanning see ks to pro\'ide fit s 

this 11 • ·d ( 

As~ mmetr · of Em ironmental Impacts. A company with an abundance of resources 

might argue that It is sufficient to know about what is happening now. Yet, the 

percei\ ed now may already be a step behind the real present environment and is 

certainlv behind the environment that will exist over the period during which current 

decisions are implemented. However, evidence suggests that the environment can be 

unforgiving. Schendel and Patton (1986) found out that unfavourable changes 

caused significant deterioration in firm performance in downturns, but that positn e 

changes did not lead to significant counterYailing benefits m upturns. They con

cluded that environmental monitoring is required to help a oid unfavourable 

impa ts . 

2A h n pt f. tt·, t g)' And trat gi \l:mag m nt 

- a en that str tc~ m an "hat compan • do hO\\ it Clli II) 

omm rc1 till\ 

Ill \\hi h I m1m l h 

mtm of n r ut u n 1 It 11\Jr nm Ill 

1 



Anso n· and McDonnell ( 1990). strntet,')' seeks to bridge the gap between current 

positions of the organi.t.ations to it futur~ intended direc ti on. It is th erefore a continuous 

activi ty that enables the r •anizntit n pl:m ror the c:-. ploitati on of opportuniti es 

using its int .rna! trcn •th "hik minimising the impact of threats posed by the 

ell\ imnnH.:ttt 111 th ·It •ht fth • c r ani1alJOI1 \\cakn ess. 

en ed that strategy could be viewed in three levels [o r large 

11ganizu t1 111s ''ith se\ era! busmesses. These levels are corporate strategy (which 

define the em elope '1sion of the company, mission statemen t, objec ti ves and 

corporate culture): Strategic business unit (SBU), which defines the competiti ve 

arena & BU's capability and Functional strategy which add resses the operating. 

plans of the company. 

Crainer (1995) observed that traditional hierarchies are ill equipped to respond to 

speedy decisions making process demanded by the challenging em ironment However, 

Katzen bach and an tam aria ( 1999) noted that many organintJons hm e therefore 

resulted in restructuring to enhance flexibilil), employee participation and customer 

orientation. Crainer (1995) further described the characteristics of the new organi1ation 

bt:ing tl xible, non-hierarchical participatory creatire. entrepreneurial, emphasi1e on 

t am \\Or dri,en by corporate goal and make u e of the po\\crfultool of information 

t hnolo ·to tain tt compctiti' d' antage 

ob n th.t lh Ul 

m 

bllll 

nlJ (1(1 

n d ltl n Ill wtu h 

r 



competitive ad,·antage. Ho,,·e,·er. 1int/berg and Quinn ( 199 1) obsen ·ed that s trateb~' 

itself is really about continuit) not hnngc. But th e~ · nlso noted that to manage 

strategy is frequently to manm'~ h;m~)c - to recogni;:e ''hen a shift of a strategic 

natu rc 1s possible. d •si 1 at lt.: 11L"L . sal' and then to act. 

2.t' Stnth.· •it Pl.mnin lode! 

111 tod l\ •, highly mpetiti\ e busmess environment, budget-oriented planning or 

ron~ca t-based Jlanning methods are insufficient for a large corporation to 

·un n e and prosper. The firm must engage in strategic planning that clearly 

defines objectn es and assesses both the internal and external situation to 

formulate strategy. implement the strategy, evaluate the progress, and make 

adjustments as necessary to stay on track (Bradford, Robert W., Duncan, Peter J. , 

Tarcy. and Brian. 1999). A simplified view of the strategic planning process is shown 

in figure 2.3. 
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Fig ur·e 2.3 : tnltcgi Planning Model 

c=- li _, nand Objective, t __ __, 

l•, rl\ 11 o nlll <' ll ta l Sranning 

'tnllcgy Fot·mulation 

tr·a tegy Implementation 

Evaluation and Control 

(Sour·ce: Br·adfor·d , Rober·t W. ,Duncan, Peter., Tarcy, Bl'ian, 1999) 

The first step i'1 formal planning process is defining the business starting by a 

mission and forming a strategic vision. Defmmg the business begins with thinking 

strategically about the firm's future makeup and forming a vis1on of the firm's 

future (Thompson & Stickland, 1995; Pearce & Robinson ,200 I) . 

The se ond step in formal strategic plannmg pro ess IS analysmg the 

n Ironment and the resources of the orgamzauon Pe rce ' obmson, 200 l) The 

mt mal analysis can 1denufy th firm's strengths and ' eakness s and th 

IS r ' Is opportumll s and thr ts (Bradford, ob n W . unc 

rc nd f n n I 9 ccordan to Jolnson ) t rn I nd 



internal analyses are conducted so as to match environmental opportunities and 

threats 'v\ith resource-based strengths and "'aknesscs. 

The thtrd step ts tr \1 '" r'ot nwlation <Jivcn the information from the 

cl1\ rronrm:nl d 111 , th' tum hould match tls strengths to the opportunities that it has 

id ·ntifi ·d . "1111 • .tl lr' tn tt ''cakncsscs and external threats. To attain superio·r 

prolitabiltty. th firm eeks to develop a competitive advantage O\'er its rivals 

J hnson ~· chole ' (1999) identified this step as that involving strategic analysis and 

chotce 

The fourth step in formal strategic planning is implementing and executing 

strategy (Thompson & Stickland, 1995). The selected strategy is implemented by 

means of programs, budgets, and procedures (Bradford, Robert W., Duncan, Peter 

J.. Tarcy. Brian. 1999). Generation of strategic options and their evaluation and 

planning. of implementation through resource allocation processes, the structuring 

of the organizatiOn and the design of control systems ts crittcal in this step of formal 

trategic planning (Johnson & choles, 1999). 

The fifth and Ia t step i evaluating performance, re\ ie\\ ing ne\\' de\ lopment and 

mru. tmg corrc ti' e adju tment one of the ta k of tratcgic plannmg arc a nc-

lanag r con antly e' aluat p rfonn n e, mont tor ituatt nand 

d cad ho" " II thm ar om nd m k n aT) adJU tm nt ( I homp on l • 

foil \\tn, limn' 

m t r lu r th 1 r rmm • 
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measurements, comparing measured results to the pre-defined standard and makino 
b 

necessary changes (Bradford, Rob'rt \\ . Duncnn, Peter J. , Tarcy, Brian, 1999). 

2.6 F.nvi•·onnH'nt, Str;tt !!)' \nd Or· )anisafional Capability 

Ansol'f' and i\1 I llllfl II (I l 0) tat· that changes in the organ isation's behaviours are 

m·c '""Ill) rl sul: • · Ill th tran formation of the future envi ronment is to be assured. 

Tht:) notud that uch changes, which touch on the organisation's strategy and 

cnpabdity. \\Ould need to be systematically identified through the strategic diagnosi~ 

approach 

This approach is derired from the strategic success hypothesis which states that a 

firm's performance potential is optimum when the aggressiveness of the firm's 

strategic beha,·iour matches the turbulence of its environment; the responsiveness of 

the firm's capability matches the aggressiveness of its strategy; and the components of 

the firm's capability are supporti'e of one another. When any one of these three 

aspects are lacking. then the firm's performance potential will be less than optimum. 

The real-time response IS the spec1fic action that IS chosen and implemented m order 

to realign the organisation's strateg1c aggressireness to the environmental turbulence. 
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Environment [ "!lnvif·•nm ontal T ransformati:,; rCfJ ~--·) 
Stmif~gi•, r .. ·~· l"Ml .... --. .. .... ____ p r-I : : 
n,,spon.o ],. ~. 

1 

strategy Transformation ,! ...... -••• ~~~ i_l 

lntomt.ll j 
• 1 I 

·w·--*,· c~ ................ 

(, JpalYiity L. __ ; Capar)i!Hy Transformr:'J.tion t... __ ••••••. ..: 

Roai·Timo 

Response 

Current Environment 

Current StmtesJY 

Futuro Environmont 

Futum Strat·29Y 

Current Internal Capability Futur\?. lnterna! Capability 

(SourcB: l--\m;oft .and McD~Jnnell, 1990, pp40} 

The aboYe diagram clearly indicates the environmental dependence of an organisation. 

When there is an enYironmental shift from El to E2, then the organisation's strategy 

has to be changed from S l to S2 in order to adapt to the changed environ men tal 

conditions. However. this is only possible \vhen the organisation's capability is 

changed from C I to C2. Therefore. an organisation has to monitor its environment 

continuously so that it can identif)· any hifts that require it to ad_1u t its strateg1es in 

re pon to such change . This require that the firm's capabilitie bl! con tantlv 

updated through em ironmental anning to en ure that they support the cho l!n 

trat 
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As the organisation's em ironment chru1ges. it is necessary that the firm continuous!\' 

adapt its activities and internal configurations to rcAcct the new external situation. 

Failure to do thts endru1 •er the rurure su 'c css of the organisation (Aosa, 1992). 

Porter (I <)I) I) • piau I lh. (II( 'PI or dvnalllic strategic fit. lie states that firms create 

and sustHin Ull11Jl •ttlt\ • n hantagc because of the capacity to continuously impro\'e, 

111110 , ut •. 'lnd lll grade their competiti\'e advantages over time. Upgrading is the 

proce-- of shining ad\'antages throughout the value chain to more sophisticated types 

and emplo~ mg higher le\ els of skill and technology. 

According to Grant (2000). a successful strategy is consistent with the organisation's 

goals and mlues. external environment, resources and capabilities, and organisational 

systems. This indicates the fact that the organisation depends on the environment for 

its sun'i\·al and the responses to the emironmental situation will determine its 

performance. Thus. " ·hen there are changes m the em Ironment. the organisation's 

capabilities and strategy would hare to be changed in order to ensure a contmued 

'strategic fit ' 

As en\'ironmental scanning enriches and e\:pand the et of opportuniue ford rei-

opmg basic and core bu ine trategie it becomes the 'ery e nee of hedge 

tr t gi ·m ironm ntal anning m thodologi upport th id ntifi ation of hi h·-

of tho e nano In h n. 

nnm • p rnut th 1d n11fi 11 n of k ) ontm nc1 ti r \\ lu h h dn 

r n d d Jon I 
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CHAPTER THREE: RESEARCH METHODOLOGY 

3. I The Population 

1l1c tmgetcd population ol sh h• · lll ''k I <)I all kugc fll<lllufacturing firms located in Kenya A 

random s;unpk fIt l l.u • 11\illlllr't lwinP orms \\<15 picked from the Kenya Industrial Research 

& lkvt:lopmt.·nt In utut • · (KfROI) dmxtory 111cre were about 260 companies in the targeted 

p pL~ati 111 ·h.:nllltJJtion of the sve of the firm was done using the number of employees. KIRDf 

define· a large mJIJufacturing finn as that which is concemed with the prod uction of goods 

l.i'om raw m:Uenals usmg organised labow- and production systems with the aid of a machinery 

and a ,, ·orkforce of 50 or more employees. A number of researchers such as Yego (1996), Aosa 

(1992). JVIaina (200 I) and ~'yamwange (200 I) have used a similar sample size in the past Other 

measures ofsizearecapitalemployed, volume of sales lw-nover and level and type of technology. Aosa 

(I 992) combined both sales turnover and number of employees. This aiterion of number of empl~'ees 

"a<; used mainly because in this era of stiff competition, information on sales turnover, capital employed or 

level or t) pe of 1echnology used is considered sensitive and confidential and could therefore not be 

obtained 

KIR.Drs categorization is shO\m in Table 1.1 below. The dtrectory was cho en because it \\'as 

more comprehensrve and organized compared to other busin illrectori I o the directory 

cntegorised fimlS according to the number of person emplo~ed and so it,,, easy to pick tho 

with at 1 ast .:o emplo) 
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Table 1.1: Size Of Finns 

Size Cia s Code 

B 

E 

F 

Number of Employees 

5-19 

20-49 

50-59 

I 00-199 

200-499 

Over 500 

----

--
----

(Source: KIRDI Directory of Manufacturing Industries). 

3.2 The Sample And Sampling Procedure 

The sample size comprised of large manufacturing finns located in Nairobi and its environs 

namely Thika and Athi-River. These areas were picked because most large manufacturing 

firms are located there. This sample was considered large enough to prmide a general ,;e\, of the 

state of em ironmental scanning in the manufacturing sector in the country and hence 

pronde a basis for yaJid and reliable conclusions. 

3.4 Data ollection Method 

Prun .. ~ data wascoDoct by of··drop md pick .. qu 1 IUlaJre and \\h rc j}OSSlbl th • arch 1 

1dent and I hi1111 h rto fill nat I · h r O\\ n 

d " rum ttmn ' tJ bel fi of 1 

2 



One questionnaire per large mnnufc1 ·turing linn" ns ndmil1istort: Ito Ott.) Ct::O or any 0o1cr P rson or 

departmental head recornmendeJ b:-- tl1' r: :md this tumcd out to be mainly mrulcting, sale . 

planning, quahly as.-;umn e, rulli 1 'J .ltll n :u1 i pt t du ·tit 11 mwwg 't'S. ' l11is quosGonnairu consisted or 

Ill 1 d~'\L lopul maJilly fi· 111 the literature review . 

. 5 llaCII Aual ·,j I · hniqu' 

anal~ ~ed by the use of descriptive staastics. First, data was coded to 

tllCllitat~ c mputer data mput Analysis was carried out using SPSS. The data was tllen 

Lmunan ed using tables and analysed using descriptive staastics. This entailed using proportions, 

percentages. means and frequency distributions. Gamma coefficients were used to determine 

relationship bet\\'001 en,ironmental scanning practices and performance. Similar studies carried 

out by Karemu_ (1993). Letting, (2003) and Kan 'goro (1998) used similar analysis techniques. 

Further statistical analysis '"as conducted to bring out any significant differences bet\\'een the sub 

samples Kruskal-Wallis test metllod was chosen because it is expected tllat when data are 

diYided mto sub-samples. the constituent sub samples \Vill not be equal. AJso most of the data 

were ordinal and categorical. Likert type profiles were dra\\n to mdtcate any \isual dilJerenc 

omparisons of findings \\'ere made'' ith other similar studie carried out m 1\. m a 



CHAPTER FOUR: DATA ANALYSIS AND FINDINGS 

4.1 General Information 

In this section or tht.: 1 'P n tht l.1t:1 colkct d have been analysed using descripti\' e 

statistics such 

Sll ll l lllll i1. ·d Ill 

p\.)t • ntagcs, means, l'requency distributions and 

f r pn.! entation Gamma coeffi cients have been used to 

tkl ' ltllflll' th 1 ndic nee, trength and direc ti on of relati onship between the 

em 11011
m ntal canning practices and measures of performance. Li kert profil es were 

dra" 11 to gtYe , isual difference and K.ruskal-Wall is test was used to determine 

significance of the difference. 

The target population consisted of all manufacturing firms in located in Kenya. A 

random sample of 100 large manufacturing firms was picked from the K.IRDI's 

directory. One questionnaire was distributed to all the 100 large manufacturing firms 

for the research During the study it was discovered that some compames ha' e smce 

merged. others shared same management although they were listed as d1fTerent 

comparues. while others have ceased operating and ha' e \\'Ound up orne 

manufacturing companies were uncooperative and declined to participat in the study. 

Out of 100 questionnaires 32 were completely filled "bile there \\'U no rc pon 111 

om qu tionn ires and some \\ere mcomplete ther fore ex luded from further 

for 

.., 

r pre nted a re ponsi\ e rat of - %and this", con ide red u ICicnt 

tud1 m K n~ 

. Kan oro 1 . lu am 1 (- 1d \\' r • m 
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L · {', • '·1fTY 'f1l::": ~'··111 t 
' ... ,It- •• t ..... ~ • ... \1, 

r:: , , ~. ~:· ; r. ,, ' . 
Most of the manufacturing firms studied " ·ere established in Kenya between 1 n2 

(Kenya Breweries) and 200 I ( 1alpla t lndu tries) 

Table 1.2: Sin• of llmpanil'S h;tsrd on number of employees 

- , izc das · <.'Od(.• urn bet· of companies Per·centage (0/.1) 

3 9.4 

0 
I 

9 28. 1 

E I I l 34.7 

F 

I 
9 27.8 

Total 
I 

32 100 

There were no companies considered in the research in size class code A and B 

because class A has 5 to 19 employees while class B has 20 to 49 employees. 

According to KIRDI's classification large manufacturing firms should haYe a 

workforce of 50 or more employees. 

Therefore the firms studied \\'ere lying in classes C, 0, E and F . 9.4 % of the 

companies under study \\ere in the SIZe class code C, 28 I % m s1ze class code D. 

34.7 % in size class code and 27 8 °'o in size class code F. Thus looking at the 

number of employees then the study majored in large firm s. 
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Table 1.3: Total Assets and Total Tumover as an indicator of size 

---
Total A set (K h. M) ~otal Tur~ove•· (000) j Statistics 

Mean t 1 ,• 1 -10 2oG8~WO. OO 

Median 1 00 ()() HOOOOO .OO 

Mode 200 00 40000.00 
--- - · 

- -IV\ I 1111 llllll 80 00 40000.00 

----l\la\.imum 120000.00 18000000.00 

The 32 companies studied had an average mean of Ksh. 9181.40 million of total 

assets and an ayerage turnover of Ksh. 2668.8 million. The median was 

Ksh. l500million and Ksh.800 million for total assets and total turnover respectively. 

A firm \\ith the lo\Yest value of total asset totalled to Ksh. 80 million while the 

highest firm had a Yalue Ksh.l20000 million. On the other hand the lowest turnover 

recorded was Ksh. 40 million compared to the Ksh.l8000 million which was recorded 

as the highest. 

7 

Table 1.4: Overall Ownership 

Ownership Number of companies Pet·centage (%) 

Local (51 °/o or more) 18 56 .3 

Fore1gn C I 0·'0 or more) 8 25 

Joint Venture 6 18.7 

Total 32 100 

0 mp. m " r• pr ominantly local i more than .: 1% \\U O\\ncd 

to 2 ,o of th mpani \\lll h r pre I nun. 111~ (I rc1 'II "htl 

mp m un r J mt' ntur I\\ \\ere I , • 1\ 
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0
,rned locally and four \\'ere largely foreign 0\mcd . llowever there was no equal 

ownership of joint ventures bet,\ een l oc al!~ · incorporated companies ard. foreign 

companies. This is illustrated in tnbl ' 1. ~ hclO\\ . 

Table 1.5: "nc rship ll Lo(·al And Foreign 

---......-- OwnH'h;l'rl umh ,,. of Companies Pe•·centage( 0A.) 

Lnrgch lo~.:al 2 33% 

f.--
nrgel) !'or 1gn 4 67% 

Equally 0'' n d 0 0% 

Total 6 100% 

Table 1.6: Categories of companies 

Industry I 
Number of companies Percentage (%) 

Textile 
I 

2 6.3 

Steel manufacturing I 2 6.3 

letall Plastics Man. 
\ 

4 12.6 

Chemical Processing I 5 15 .6 
I 

Food Processing I 
7 21.9 

Paper or Wood I 3 9.4 
I 

I 

Others I 9 27 9 
I 

I 

Total 
j 

32 100 

When th compam s" rc cia sed according to the nature of product manufactured, 

out f th . 6"' Vo of th ompnm s , me from tc~l 

manuf: tunn • mdu tr) 12 m nuf< tunng mdu tl) 1 - 1 o 
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. .... ~-~ .. 
.. ' ~- · "., t\~· . 

. r • • -i..: ··~. •JH'"' .... ._ ........ , .. ! . ,,,~ 
from chemical processtng industry and 21.9 % from food processing and 

manufacturing industry. There" as 6 o.o from the textile manufacturing industry and 

9.4 'Yo from paper or wood produ I manurn turing indust1y. Other industries such as 

household cleaners indust•:. I 'ath • nnd root \\are industry. paint manufacturing. 

engi nccrin, indll ·t• y 1111 )11' th 'I a coun ted for 27.9 % of the companies (Table 

1.6). The bat cluut l~l \\' mpare the different types of industries. 

Industry Classification 

10 

9 

8 

t/J 7 
C1) ·-t: 6 ~ 
a. 
E 5 0 
() 

'+-
0 4 
0 
z 3 

2 

1 

0 

lndL1stry 

ot I _ omp m 
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Table 1.7: Capacity Utilization 

Capacity(%) umber of companies Percentag-e(~%) j 

~I - I 00 II 34.3 I 
17 53 . f 

51 - ,() 2 6.3 

------1 
t I - 0 2 6.3 

Le "' than '-1 0 0 

11 out of32 manufacturing firms i.e. 34.3% had a capacity utilization of between 81 -

100 <7o . The majority of the firms had a utilization capacity of between 61 - 80 % 

accounting for 53 .3 %. Those companies with capacity utilization of between 51 -

60% and 41-50% accounted for 6.3% each. However, there was no company studied 

that had a capacity utilization less than 40 % (Table 1. 7). 

Table 1.8: Markets Served 

Market Number· of companies Percentage (%) 

Domestic 3 9.4 

Fore1gn 3 9.4 
I 

Both Local and Fore1gn 26 81.2 

I 
Total 32 100 I 

1 
lost of the ompanies studied sen ed both local and foreign market hence accounting 

for 1 2 o~ h r t \\a : 9 % for both dome tiC mnrket on!~ and for fore1gn mnrJ...et 

nl~ · bl I 
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4.2 Mission, Objectives And Factors Behind The Usc Of Envir·onmental 

Scanning Practices. 

26 out of 32 firms stud1ed had 1111 1 n t[lt 'mcnts in a written form. Only G 

companies did not have 1111 · ·i n tat 'Ill 'nls 'ontJ <.1S tccl to objectives all the firms 

" ·hose co1rcspondl:n · · "a · t • • •i, ·d had obJccti ves although only 2 1 companies· 

objectives wen: 111 u "ttllcn r rm \\hJle 11 were not. These unwritten plans are kept in 

the minds or dtr~ct r and top managers. In terms of awareness of objectives by the 

employees. 18 compantes responded that these objectives were known while 14 did 

not. This is shO\\TI in the Table 1.9. 

Table 1.9: Mission, objectives factors behind the use of scanning methods 

Present Form Awareness 

Yes No Written Not Yes No Total 

Written 

Mission 26 6 26 6 - - 32 

Objectives 32 0 21 11 18 14 32 

·-

l 

Table 2.0: Participation in Objective setting 

Le'\el 

Directors onlv 

Functional taff 

lith bo' 

Ol I 

umber of companie 

0 

6 

l 

Percentaoe (%) 

0 

10 

7_ 

10) 

32 



No company responded that directors had set objectiYcs only. In contrast, 18 %said 

that functional staff set objectiYes and only I 0 °\1 aid managers set objectives. The 

rest of the companies (80 %) repli ~ct th, t :In' ' I rs. functional stafi and managers set 

objectives (Table) II the mp.H11L' _) d~\ 'loped approaches for doing business. 

Some of the approach s " 'l • 'I 't '\tion C'.ccllcncc initiatives, benchmarking, Toyota 

producti n ·y ·tclll. I ·u ·in qualitatively and quantitatively on the market share and 

best operatin• pra ·tlce \ anou firms changed some of these approaches from timet? 

tim rmd tht · re ·pon e accounted for 76 % and only 24% did not change them from 

time to time. The findings were tabulated as shown in Table 2.1 

Table 2.1: Participation in Objective setting 

Fentm•es ehna·netel'izin n.ppt'CHICht'S Yes No Totnl 

Intention to a hie\'e succ ss 32 0 32 

Driven by capability to plan 27 5 32 

Chief Executive/ Manager 

determines conduct of business 4 28 32 

I- Adjust Approach from experience 28 -- - -4 32 

--- -Condu t Bu in s as Normal 6 26 2 

Forced by external forces 15 17 32 
I 

4.3 nvit·onm ntal cannino Pn1ctice 

0 omp m out of..,- did ay they canned th xtemal environment to help them 

m kc bum d I lOll lost firm did thi through their r carch d partmcnt b) 

m m ut r ar h or un nl) on c mp ll) dtd n t tht 

3 



I 
I 

- r i t. 
- t.· 

• ~ ..:: 'Af~· 
Table 2.2: Methods/ Techniques/ Practice llscd to Scan the Environment 

Mapping Technique 

Method 'umbet· of Companie Percentage ('X,) 

Flow Charts () 15.8 

Tree Di twr:uns () 15.8 

lmpnct tltllY ' IS 7 18.4 

1--
Input utput .\nul~ 'I 19 50 .0 

-- --f- -- -
L Total 38 100 

Among the lapping techniques the most widely used technique was input- outp~t 
analysis accounting for 50 %. This was followed by Impact analysis taking 18.4% o[ 

the companies studied (Table 2.2). Flow charts and Tree Diagrams were equally used 

\\ith a percentage ofl5 .8% each. 

Table 2.3: Modelling Techniques 

Method Number of Companies Per-centage (%) 

Trend Extrapolation 18 46.2 

Time series Analysis 6 15.4 

I 
Causal Models 11 28 .2 I 

I 
Econometnc \Iodels 4 10 2 I 

Total 39 100 

I 

Tr nd ~xtrapolauon "as u ed \\ idely ( 46 2%) a compared to other modelling 

.au al mod lling had - .2 %, th n um' nes annl~ 1 "ith 1- 4 '!-u and 

I \\llh p rc ntag of 1 2% abl ... ) 

4 



Table 2.4: Subjective Techniques 

Method No. of ompanies Percentage (0/t,) 

Brainstorming 48.9 

---Role Pia' 2 4.2 

Opinion ut' ') s 27.7 

Dd plu Tl:chniqu • 3 6.4 

i ntuition and njecture G 12 .8 

Total 47 100 

In subjectiYe techniques, ~8 .9 % of companies used brainstorming, 4.2 % used role-

play, 27.7 % used opinion surveys, 6.4 % used Delphi-technique and 12.8 % used 

intuition and conjuncture (Table 2.4). 

Table 2.5: Extemal Environmental Survey 

Method Number of companies Percentage(%) 

Market Intelligence 23 72 

Meetings & External Contact 6 19 

Conference & Trade Fairs 2 6 

All the manufacturing firms stud ted employed "') OT analysts ( 1 00%) to scan the 

em·ironment All respondents said the~ carry out external sur\'ey to help them in 

making bu mess decisions. \ hen asked how they conducted thts e\.ternal 

em 
1
ronm ntnl sun ey 2 out of - (72%) re pond ems indtcated that they earned out 

th e. temal nnmn [) b) mean of m, rl- tmg mh.:lhg n c 'I ht c ntallt:d marl-et 

r h. r , dmg p nodtcal and m rketm • JOumnl " II a !)I th r 

m th d u tn lud m ttn nd ~b Ill 
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business (I 8%). Also business conferences and trade fairs play (6 1Yo) a vital role in 
learning about the external environment sp ~ inlly market and general economic 

trends (Table 2.5). 

When asked about "h) 'ltL' 111 ·h,\1 1 ' or the em ironment scanning exercise most 

respondent~ ·nid 1l is th manager '' Jth the marketing manager being the leader. 

thers "aid the e erc1 left to the directors only while a small number said that 

everybody had in the organization has a responsibility to find out what is happening 
and to report to the marketing manager what strategies can be used to adapt the 

organization to the changes in the environment. One respondent said that it is the 
marketing team that is charged with the responsibility of environmental scanning. 

Table 2.6: Involvement in external analysis 
. 

N-32 

In Charge Frequency Percentage (%) 

Managers 17 53.1 

I 
Directors 11 34.3 I 

Marketing team 2 6.3 

-· Everyone 2 6.3 I ,.-· --Total 32 100 

------When respondents were asked "hether the) ''ere facmg competttlon they all agreed 
that they ,,ere facing considerable competition and it was one of the reasons as \\h) 

they need d to scan their em ironment. 

nt " r a k to mdi at th 

t m I "' 1r nm nt m m. km ' bu m 

"tu h th y con 1 

h c 
36 
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aspects were ranked on a 5-point Likert scale. A mean score was com puted for each 

aspect as shown in Table 2. 7. 

Table 2.7: Mean scores on' ariou, asp rts of the Ex terna l Ana lys is 

As pert 

I 
Mean Score* 

Mark~l '1'1 ntl· 4.56 

f.-- (jl.)neral Fe 11 1111 • ' nditi n 
I 

4.44 

' omp titian I 
4.39 

I 
Technological Changes I 3.67 

Political and Legal factors 
I 

3.56 

Social Cultural Trends 
I 

2.67 

Mean score* ranked on a scale of 5 where 1- not considered and 5= g1ven pnme 

consideration. 

From the above table 2. 7, market trends, general economic trends and competition are 

giyen prime consideration. Technological changes and political/legal factors are given 

moderate consideration while social cultural trends are only slightly considered ,, hen 

making planning and business decisions. 

All the 32 manufacturing firms (I 00%) responded that the~ made assessment of the1r 

resources. When asked how they did the1r internal analysis almost all of them smd 

that they conducted internal financial audits (89%) among other techn1que of re\ 1e\\ 

good number of re pondents per ormed staff apprai als and re\ 1ew (.: G%). This 

mainly d ne to d tcrminc trninmg n' d nnd al o to r \\ard tho c pcll'orming \\ 

" 11 Ph. 1 nl ' nfi ll n of t and qUipm nt "a 
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techniques of internal analysis were cited as check li sts (G%,) and management 

accounts ((i%,). 

When the respondents were asked \\hat the> h p 'd to achieve by performing internal 

ana lysis of their reso urces, nm.ed nn \\~..:1!\ " r' rccci\'cd . Gauging and evaluating 

performances \\ere cited b\ "'>11
11 1!' th' respondents. 17%> respondents did internal 

annl>·s1s to dt:te1 min~: "11 •lht.!l lh 'Y \\ere meeting objectives. Other expectations cited 

included impro\ m nl r e\.ISting capacity, redirecting action, cost control, to avoid 

labour turno' er and personal deYelopment. These accoun ted for a total of 30%. 

53.1% of the respondents de\eloped internal budgets to allocate their resources to cost 

centres, 34.3% used incremental method of budget creation whereby their estimates 

were based on the prior year. 6.3% use zero based budgets whereby they use estimat~s 

and another 6.3% use zero based budget where by they develop them from scratch by 

reading and anticipating the indicators in the market. 

4.4 Performance 

Questions in this sectiOn sought to determine whether strategies adopted by 

manufacturing firms in Kenya ha\ e influenced their performance Respondents were 

asked to rank the top three factors the) Yiewed as important, measures of 

performance. These factors were aggregated and o,·erall performance determined. 

Gamma coeflicient "ere u ed to determine relationship between strategy and 

pcrforman Tabl 2. ). 

8 
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Table 2.8: Measm·es of pcr-for·mancc nmks 

Measure of Rank Rank Rank Rank Total Likert Likert 
Performance 1 2 3 ..t Total Average --

Profitability 25 I I 5 32 50 1.56 
Growth 3 18 "') <) 32 8 1 2.53 - - -8 Market share 1 1·1 <) 2 95 2.97 
Shareholders Value 2 4 7 19 32 107 

-
·-· 2 ~-

3.34 
Competent I 2() 32 J 14 
emplo ees - - 3.56 
Service quality 1 2 () 23 32 II 5 3.59. -Timeliness of 
services 0 I 3 28 32 123 3.84 L.:,..;..-

From the Lik.ert n' rnge cale of O\ erall ranking; Profitability is ranked the t , growth 

is ranked 2. market hare is ranked 3, shareholders value is ranked 4, service quality is 

ranked 5, competent employees is ranked 6 and timeliness of services ranked last (7). 

Profit was ranked as the best measure of performance. The results for those 

companies \Yhich ranked profit as the first measure of performance for a period of 5 

years are as sho\\TI below (Table 2.9). 

Table 2.9: Profitability for the past 5 years 

r Profitability(%) 2003 2002 2001 2000 1999 Average 

0-25 4 6 5 5 7 5.4 

26-50 2 2 3 7 5 3.8 

51-75 12 8 12 9 9 10 

76-100 - 7 3 2 2 3.8 

An a\ erage of: of companies made profits of between 0- 2- % for a period of 

y ar . 
companie m. c a profit ofbet\\e n 26- · o% for the same period \\hll_e 

ompam po t d a profit ofb t\\ n I - 75% y t onl) _, ompnmc 11 n' ern , 

r p rt d 111 pr fi t Ill • 
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Table 3.0: Gamma coefficients 

---- -- --- -
Value ApprO\. R Inti n hip lrenglh ConclusiOn Sig. 

tg Re lationship 
·- --

MAPPING* -O.Oo 0.00 CP:1 Ii \' Weak Significant 

PROFIT 
- · ~· 

MAPPING* -0.02 () 7 ~~ ' , <Hive Weak Not significant 

GROWTII 
-

MAP PI G * O.G 0.003 Posttlve Strong Significant 

MSllAR ~ 

~PPl G * 1. 0 0.000 Positive Strong Significant 

OTHER 

MODELING * 0.333 0.48 Positive Weak Not significant 

PROFIT 

MODELING* -0. 333 0.48 Negative Weak Not significant 

GROWTH 

MODELING* -0.333 0.48 Negative Weak Not significant 

MSHARE 

MODELING* -0.667 0.046 Negative Strong Significant 

OTHERS 

SUBJECT!* -0.111 0.42 Negative Weak Not significant 

PROFIT 

SUBJECT! * -0.06 0.073 Negative Weak Not significant 

GROWTH 

SUBJECT!* -0. 11 1 0 828 Negatl\e WeaJ... Not significant 

~m JECT1 * -0.200 0.661 Negative Weak - -ot sigmficant 

ER 

bl on mma co ffict nt hO\\ the signi tcan e. trength and dtrection of'the 

r 1 uon !up b '" n th "' 1ronm nt I • mmg pra tic nd m '• life of 
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performance. A low significance value (typically less than 0.05) indicated a 

significant relationship between the '" o 'anables. 

The H-test or Kruskal-W<tll is I st. t a r, nk sum tL: t \\hich ser\'eS to test the null 

hypothesis that '" indep ·ntl ·n t ,IIlli I ' 11\c !'rom identical populations against the 

alternative h' poth ·srs llral lh · m ' atl· r these populations are not equal. It ranks the 

data joint!) l'tom I w t hi~h a though they constitute a single sample. If the null 

hypothesi i · tnt and each sample has at least five observations, the sampling 

di tribution o[ H can be approximated closely with a chi-square distribution with k-1 

degrees of freedom. Consequently, '' e reject the null hypothesis that the population 

sampled are identical and accept the alternative hypothesis that the means of the&e 

populations are not all equal, if the value we get for His greater than or equal 0.05 . 

Table 3.1: Kmskal -Wallis Test 

Test Statistics a,b 

Mapping Modelling Subjective 

Chi- Square _.000 2.000 2.000 

I 
r Df 2 2 2 

r Asymp. Sig. 0. 368 0. 368 0.368 

T a Kruskal Walhs Test 
b. Groupmg Variable GROCP 

Th stgntli anc 1 ,et for mapping techniques modelling technique and subJect!\ e 

t chniqu' i ea h Thi is mor than 0 0- and therefore at lea t one of th 

11\ nonm nt I s mmg t hmqu om from a d1fli rent group of the thre 

f l hmqu II ho\ lh t th firm u th r 

Tl l nd th r 

1 



4.5 Compa.-ison With Othe•· Empi.-ical Studies Done In Kenya. 

In this section the findings of this study are compared with those of other studies 

carried out on strategic management on nr~:a.· rL1:1t d to environm ental scanning in 

other ~ecw rs of the Kcnvan econ tn) ;\ :1 ( 19<J2) found out that majority of the 

companies he stud1ed d1d not lm' ' '\:IIi ·it mi ··ion statements. ''If they existed at all it 

was vaguely in til' llllllll 11' t p man,t• r ·· ( osa. 1992, page 246). This finding was 

corroborated b~ tudi · d ne by Karemu (1993) and J<jruthi (2001) who noted 

presence or well-artJculated mission statements. However there was lack of general 

commitment to the mission during strategy implementation phase. Karemu (1993) 

observed absence of long-range plans. She noted that the planning horizons were 

short and plans ,,·ere kept informal. Karemu on the other hand noted that public sector 

had well articulated plans. 

Aosa (1992) observed that most companies he studied had difficulties conducting 

em ironmental scanning. Where the activity was carried out, it was informal and 

unsystematic. This ''as corroborated by Karemu (1993). This study observed that 

manufacturing firms participated in em ironmental scanning. However they differed 

on how the) conducted the exercise, \\ith most preferring market intelligence. This 

difference could still be attributed to the context. 

Karemu ( 1 < ) noted that among the environmental factors gh·en pnme consideration 

are economic tr nds and marketing trend he attributed this to the ~1\'ailability f 

mformall n and th 1r dn t r I, t1on hip to profit 'J hi hH.ly nl 0 hn 1 11111 1, r 

findm • II 111 n to nom1 nnd m rk t tr nd mpctll 

'" 11 pnm unpon n 
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CHAPTER FIVE: SUMMARY, CONCLUSION AND 

RECOMMENDATIONS 

5. t Summary And Conclusion 

This study sought to inv~:sti~>al' th 1.'tl\ 11 onmcntal scanni ng practices m large 

manufacturin g li1nls ill K '11\" l ,111d th' ra tor behind their use . In general the research 

concluded that em 1r mill ntal s :uming practices were used in all the firms studied as 

a tool in making busme dec1 ions. These decisions were based on tools such as 

mapping teclmique (FlO\\ charts. tree diagrams, impact analysis, input-output 

analysis). modelling techniques (trend extrapolation, time series analysis, causal 

models, economic models) and subjective techniques (brainstorming, role play, 

opinion sun·eys, Delphi techniques, intuition & conjecture). Other tools also used for 

environmental scanning were SWOT analysis and PESTEL analysis. 

When the aboYe tools \vere employed, the best measure of performance for most 

manufacturing firms \\'as profitability follo,,·ed by growth prospects, shareholder 

value ranked third. sen·ice quality fourth, competent employees fifth and timeliness of 

sen ice sixth. 

This study ,,as to document environmental scannmg pracllces in Kenya usmg 

strategie de\ elop d in other countries and being used KenYa. This ind1cated that the 

un lerlying Iogt of such models "as applicable in countries outside "here they "ere 

d , lop d Du to m 1ronm ntnl and c mpnny diffi•renc s specific. pect of the e 

mod 1 n d to b m d11i d It • th that I d to , nall n m 

n' tr nm nt Th \ d 



em·ironment. In finding the relationship bet\\'een ell\'ironmental scanning practices 

and measures of performance using gamma coeffi ient '' re varied in significance, as 

most ofthem \\'ere insignificant as at ~r% onlid n 'intcr\'a l. 

5.2 Recommendations For htrlht•r lh•sl':u·ch 

Large samples nrc nt:l:tkd lt mak' the tudy more reasonab le. The response rate was 

only 2 out of the tOO qu sti nnaire gi,en out. A similar study can still be conducted 

to conlirm the ·e lindmb and be mclusi\'e of all the large manufacturing firms in 

Kenya and not JUSt in airobi and its em irons. 

Giyen the nature of the study, the time allowed was not sufficient enough to 

exhaustiYely carry out the project. Time constraint in particular made it quite difficult 

to carry out a detailed interview and it greatly reduced the response rate. The 

uniYersity should think of allocating more time for research studies of this nature 

away from the current restrictive a semester rule. This is because it takes quite 

sometime to collect data and some firms regard questionnaires as a waste of their 

employees· valuable time. 

The research inYol\'ed personal deln ery of questionnatres to the wide spread large 

firms. and making follow-ups through telephone contacts. was constrained b~ the 

negall\e response from the respondents . The unJ\·ersity needs to develop and 

inculcat trust \\ith th manufacturing firms so that thetr s can see the benefits 

d ri\ i from th kmd o stu y R1ght llO\\ most lirm think that ~ ou arc sp~ ing or 

• r h for a mal firm 
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The study used a pre-determined structured questionnaire and it was assumed that all 

the respondents could answer all questions. lt \\n noted that respondents just 

answered questions even \vithout understnn ltnn them and this affected the quality of 

the answers. Therefore ther i need r r I)L'n ended question and discussion with 

respondents in case or arw uit'lkulty Ill I tlw ·all · C r more time and trust. 

It was evident from lh' ·tudv that some large manufacturing firms were managed in 

an informal bn 'I· . Ther is need for further studies to understand why they are 

managed this "ay. This will facilitate our understanding of their practices, problems 

and experience. There exists many family owned firms and very little is known or 

documented about these firms and this also calls for further research. 

4 
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APPENDICES 

Appendix 1: Letter To The Respondent 

Dear Sir/Madam, 

I am a poslgracl uatc student undcitn!..in • a Ia ter of Business Administration. 

Faculty of CommcrcG. Ill\' 'I ·ity or .. m b1 For my final research project, I am 

conducting a research n m·u nmental cannmg Practices in Kenyan large 

manufacturing firms .. as a partial fulfilment of the requirements for the award of the degree. 

Your firm has been selected to form part of the study. I kindly request you to fill the 

attached q ueslionnaire. Any information that you provide will be treated in strict confidence 

and used only for the purpose for which it is intended i.e. academic. Neither your name nor 

the name ofyour organisation is required . 

A copy of the research project will be made available to you upon request. 

Your co-operation ''ill be greatly appreciated. 

Thank you in advance. 

Yours sincerely. 

A 'H :\lA RI TI 

~IBA II ' T 'DE T 
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Appendix II: Questionnaire 

QUESTIONNAIRE FOR TilE ENVIRO H 1 TAL S ANNING PRACTI CE~~ IN 

KENYAN LARGE MANlJFACTUIU C Flint:. 

Maurice A lien compiles thts qu •st1 mnau' for research as part of hi s Master of 

Business Administration (Mn ) d · '.1 ' ' 11 nramme Faculty of Commerce, University of 

Nairobi . Please complete tl us truthrully a possible Your responses will be treated in strict 

confidence and used nly f r academic purposes. 

PART I: GENERAL INFOR!\IATIO 

Please tick (>I) where appropriate 

1 a) Manufacturing Company name ................. ........... .......................................... . 

b) Position of the respondent.. ................. .... ........... ........... ....... .. ..................... .... . . 

2. Year of the company establishment in Kenya ....................... ......................... . 

3. Number of employees in Kenya (2003) .................................................. . 

4. Approximate value of total assets in Kenya (2003) .................... .................. . 

5. Approximate value of total turnover in Kenya (2003) ............. ...... .. ...... . .... . 

6. How \\'Ould you classify your O\\nership 

a) Predominantly local (51 %or more) 

b) Predominantly foreign (51 %or more) 

c) Joint enture 

7 In case your firm IS ajomt' nture bet\\-een foreign and local m\estors. \\hat is the proportion of 

O\\nership'? 

Largely Local Owned 

Largely Foreign \\TI d 

I:.qually \\n 

In ' htch of th folio' m 

T ul nuf tunn lndu tn 

nuf tunn' lndu tr 

[ 

[ 

do . our compan} f 11 und r"(Ttc nppropnat I 

I 



Metal/Plastics Manufacturing Industry 

Chemical Processing or Manufacturing 

Food Process ing & Manufacturing lndustr) 

Paper or Wood Products Manufacturing lndu tr~ 

Others (p lease specify).......... .. ....... ... . 

9. What is the level of your capnctl\ utiltz·tti n' 

[ j 81-100% .., • l 10 I -I II ] Less than 40% 

l 0. What marh.cts do you sen c'1 

I Domestic I Foreign j Both 

PART II: MISSION, OBJECTIVES AND FACTORS BEHIND THE USE OF 

ENVIRONMENAL SCANNI G METHODS. 

11 a) Do you ha\'e mission statement for your manufacturing firm 

Yes 0 

b) If yes, ''hat is it? 

c) Is your mission statement in a written form? 

Yes 0 

12. a) Do you haYe any set objectiYes for your manufacturing 

firm ? Yes ] ·o 

b) Who participates in setting of these obJeCtl\es? 

Directors o n I ,. [ l Functional 

~1 a n a g e r 

ther ( pecify 

o n I y [ ] A I I 

c) Is e,· ry one in the company a\\ are of these objecti' es? 

y t 'o 

d II " do u om mum t th obj ctn e ? 

\r th bj li\ m \Hilt n form'> 

) 

t h e 

staff[] 

a b o ,. e I 



13 a) Have your manufacturing firm developed any approach (es) for doing business? 

Yes o 

b) I [so \Yhat are these approaches .................... . 

c) Have you changed these approaches O\ erltm ,·> 

Yes 

Why .......................... ........ . 

d) Do you intend to mninltuu lh 'S' cutt nl approaches over 3-5 years? 

Yes 0 

14 a) HO\Y do you de,·el p th approaches? ............................. . 

b) Who participates in thi deYelopment process? ................ .... . 

c) Are these busine s approaches eyer'' ritten? 

Yes o 

d) What problems haYe you faced (if any) in developing and effecting these business 

approaches'? 

15. Please indicate whether the following features characterize your approach to 

business by ticking \\·here appropriate. 

a) Our approach to Business is driven by our management intention to achieve 

success Yes [ ] 0 

b) Our approach to business is driven by our capability to plan 

Yes [ ] No [ ] 

c) Our chief ex.ecutiYe I Managing Director is the only one who determines how we 

should conduct our business. Yes [ ] o 

d) We adjust our approach to busmess through our experience from the things we do on 

druly basts Yes o 

e) We conduct our busmess the way we do it today because this ts ho\\' that it has ah,ays 

been done here. Yes[ ] o[ ] 

f) We are forced by :-..temal forces to conduct our business the\\ ay ''e do 

Yes 1 'o 

P \R I Ill: 1:. \ IIH ~II. 'J \L 

a I> ) u un m 1ronm nt to h lp ~ou ma 

) ' 0 



b) IrYes how do you do it and who is in charge? ................. ..... .. .. ..... .. ... .. . 

17 . Which method/technique/practice do you use to s an your nvironmcnt? 

a) Mapping techniques: 

( ) Flow charts 

( )Tree diagrams 

() Impact analysis (tncludm' b lh 1 • and trend) 

( ) Input-output nnuly ·i · 

( ) Others (plea ·e ·p ctl)) ..................... ................ . 

b) Modelling techniques: 

( ) Trend extrapolation 

( ) Time series analysis 

()Causal models 

( ) Econometric models 

()Others (please specify) ...... .... .... .... ........ ....................... . . 

c) Subjecti\'e techniques 

( ) Brainstorming 

( ) Role-play 

( ) Opinion surveys 

()Delphi technique 

( ) Intuition and Conjecture 

()Others (please specify) ......... ....... ....................................... . 

Please explain in a few words how you execute the method/technique/practice. 

18) part from the abo\'e practices do your firm use the folio'' ing tools to scan the 

en\'ironment'? 

a) \\ OT analvsis 

b) PI ~ ·y ~ L analysis 

Yes ( ) 

Yes ( ) 

0 ( ) 

0 ( 

c) Others (pie se s pecify and e...:plam bneny ho\\' you use 

II) 

5 



(NIB: SWOT stands for the firm 's Strengths, Weaknesses, Opportunities and 

Threats while PESTEL stands for Political, Economic. cia!, Technological. 

Em·ironmental and Legal conditions \\'hich a firm fac in it crwironment). 

19 . Indicate the extent to which the folio\\ in, i n ·id r d in making business 

plan and decisions Rntc on a s. ··a! · "h 't~: l) not considered to 5 =given 

prime consideration 

I 2 3 4 5 

General econ mic tr nd 

Political and legal d Yelopments 

Competitors 

Technological changes 

Social and cultural trends 

Market trends 

Company's competitors 

20. Which manufacturing firm do you view to be your biggest competitor and 

\Yhy? .............................................. .................................................... . 

21. a) Do you make assessments of all your resources? 

Yes 0 

b) Please explain ho\\ you do it. 

c) What do you hope to achie\ e by conducting internal assessment of your 

resources'? 

d) Do you have budgets'! 

e) I IO\\ do you de' elop them? 

f) What i the range of your budget forecasts? 

-2 What do ) u 

R p n tot 

th r pi 

\\It nth t rg t /obJ It\ b nchmark • r not met? 

m nt n mclud It m th 



23. a) To what extent do you think that your approach to business has impacted on 

your performance? 

No impact I Small extent I on a' rnnt.: I I greater extent I 
b) What do you consider to be the impn ·r> PI :1 - ~ ''\plain .............................. . 

24. Do you consider your or ,ani1ation to h,n 'l '•n ·uccess ful? 

Yes No 

25 . There arc variou · men ·ur f p rformance Please rank the first three you 

consider most important in measunng performance of your manufacturing firm from the lisi 

given belmr: 

a) Profitability 

b) Gro"1h 

c) Market share 

d) Shareholders Yalue 

e) Competent skilled employees 

f) Service quality 

g) Timeliness of serYices [ ] 

i) Ne'\' technology adopted [ ] 

j) Training programmes [ ] 

k) Others (please specify) .... ... ...... ... ...... ........ 

26 a) From questiOn 25 aboYe. please list the first most important measure 

of performance m your company ...... . ............................................. . 

b) Please indicate the le\'el of performance oYer the last fi ye years based on 

the above measure 

1) 2 0 

II 2 -

Ill) 20 I 

1\ 2 

I' 

0-2 % 26- 0 -;t-r% 76- l OO% 

56 



c) List the second most important measure of performance in your company· ... .. .. ... . . 

d) Indicate the level of performance for the last 5) cnr bn ed n the aboYc measure . 

0-_ .:;nu _6-5 0%) 51-75'% 76-1 00%) 

i) 2003 

i i) 2002 I 
iii) 2001 I I 
iv) 2000 I I 
v) 1999 r J 

e) Now Jist the third most important measure of performance in your 

company ... .. .............. .......................................................... ... . 

f) Indicate the ]eye] of performance for the last 5 years based on the above measure. 

0-25% 26-50% 51-75% 76-100% 

'\ l, 2003 [ l 
ll) 2002 [ l 
ill) 2001 [ [ 

iv) 2000 [ [ l ·] [ 

v) ~999 [ l 

THANK YOU VERY MUCH FOR YOUR COOPERATION. 
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Appendix Il 1: List Of Large Manufactudng Fir·ms Who Participated In The Study. 

I .Baumann Engineering Ltd 

2. Bestfoods Kenya Ltd 

3. Bamburi Cement Company Ltd. 

4. British American Tobacco K 'll\ n Lld. 

5. Crown Berger I cn\'a Lld 

G. Cosmo Plastic Ltd. 

7.David Engineering (K) Ltd. 

8. E. A Portland Cement Co . Ltd. 

9. Firestone E. A Ltd. 

10. Galax:· Paints & Coatings Ltd. 

11 . General Motors (K) Ltd. 

12. Gla'W Smithkline (K) Ltd. 

13. Kenafric Industries Ltd. 

14. Kentainers Ltd. 

15 Kenya Bre\\'eries Ltd. 

14. Kinech Industries Ltd. 

16 Khetsh1 Dramsh1 Co Ltd 

17. Kuguru Food Industries Ltd . 

I 8.Kentex pparels (EPZ) Ltd 

22. lalplast (K) Ltd. 

23 lnr hall l·o\\ ler Fngmeering td 

21 . f\ tccol Ltd. 

_2 rbil · nterprises Ltd 

2 3 Rcd.it Benckislcr E. A Ltd . 

24. Roto Moulders Ltd 

25 . Super Manufacturers Ltd . 

26. Stripes Industries Ltd. 

27 . Synresins Ltd . 

28 . Toyota Kenya Ltd. 

29. Trufoods Ltd. 

30. Twiga Chemicals Industries Ltd . 

31. Unilever (K) Ltd. 

32. Wrigley Co. E. A. Ltd. 


