IMPACT: International Journal of Research in
Business Management (IMPACT: IJRBM) (= pemm. pom g, g =
ISSN(E): 2321-886X; ISSN(P): 2347-4572 | ﬂ | T H e (f
Vol. 3, Issue 10, Oct 2015, 77-88 =
© Impact Journals

POSITIONING OF PROCUREMENT FUNCTIONS AND ITS INFLUE NCE ON

SERVICE DELIVERY: A CASE OF ELGEIYO MARAKWET COUNTY |, KENYA

ROBERT KIPROP CHELAGAT & JOSPHAT KWASIRA
Jomo Kenyatta University of Agriculture and Techowy, Nakuru CBD Campus, Nakuru, Kenya

ABSTRACT

The current study sought to establish strategitipasg of procurement functions in Elgeiyo MaragdCounty.

The objectives of the study were to determine egiatposition of procurement function in Organiaatl Structure and
effects on service delivery and the effects of gorent policy on strategic positioning of procureméunctions in

Elgeiyo Marakwet County, Kenya. Descriptive surg®sign was adopted in this study; the target pdipnlavas all the
employees in administrative position at variousatepents. Cluster, purposive and simple random Baghwas used to
select the respondents. Questionnaires and kesmafat interviews was employed in data collectioas&iptive statistics
summarized the data into frequencies and percentadile inferential statistics indicated the redaghip between
procurement positioning and service delivery. Thedg established that the position of procurememicfion in the
organization structure influence service delivemythe County Government. The study findings indidathat decision
making for procurement lies with the county exesesi making procurement functions highly centralizétle Chief

procurement officer is not strategically positiortedake part in procurement decision. Concernlimggdrganization in the
procurement department, it was found that procuneérstaffs have a good knowledge of the Countiestestic goals,
procurement functions are included in the Countsatsgic planning process, The County governmenteldpe

procurement staff to develop some elements of ctitiygestrategy. The study findings indicated tifa¢ procurement
policy is quite comprehensive in addressing varisestors in procurement which include: setting déad procurement
guidelines that are aimed at enhancing competitifficiency and value for money, requiring adoptafre-procurement
to enhance transparency and competition in the ypeogent functions, stipulating composition of thequrement
committee in the County government and requiringlipation of tenders in the medium that allow lang@mber of

audiences to access. It was noted that the potieg dot stipulate the positioning of the procurenfiemction.
KEYWORDS: Procurement Performance, Service Delivery
INTRODUCTION

Research on strategic procurement functions haseivext increased attention in recent years. Strategi
procurement may be defined as the process of plgnimplementing, evaluating, and controlling ®git and operative
procurement decisions for directing all activitiesthe procurement function towards opportunitiesisistent with the
firm's capabilities to achieve its long-term go@lames 2007). The term organizational design ratethe process of
assessing and selecting the structure of an omg@miz which includes formal systems of communamaticoordination,
control, division of labor, authority and resporiléyas with the intention to facilitate the achiewent of organizational

goals (Trent 2004). By assigning tasks to the membé an organization and by allocating resourcesrganizational
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entities and redesigning the structure of an omgditun are the main prerequisites for efficienktasmpletion (Dietl, and
Frank 2002). In an environment characterized lmpajl competition and increasingly demanding custsire structure
that matches the requirements of competition igssential component of organizational competitigsnén the area of
procurement, researchers have studied patternbeinotganization of procurement, identified contekttactors that
influence its design or analyzed the contributidnthee procurement organization to Procurement perémce or the
performance of the entire organization. More systimapproach towards research on the procuremmganization is
necessary (Hartmann, and Bals 2008hen et al., (2004) argue that strategic purchaseuny engender sustainable
competitive advantage for a firm by enabling thenfoister close working relationships with a limitedmber of suppliers,
promote open communication among supply-chain pestnand develop long term strategic relationshipsented to
achieving mutual gains. They find that purchasiag contribute directly to the firm's bottom linérdugh enhanced
buyer-supplier relationships, enhanced operatipagiormance, and enhanced financial performande study aimed at
evaluating strategic positioning of procurementctions in the Kenyan County Government with speciéiference to

Baringo County.
Statement of the Problem

The importance of public organizations as an emégigned to serve the public, along with the irapee for
public accountability, makes studying the probleassociated with the public sector essential (Tatinf2000). Public
procurement systems are central to the effectiwioégdevelopment expenditure. Budgets get trarslat® services
largely through the governments’ purchases of gosessices and works. It is estimated that 15%hefworld’s Gross
Domestic Product (GDP) is spent through public prement (Development Assistance Committee, 20@5%. further
estimated that public procurement accounts for B%-bf the GDP of the economies of developing coesitin Angola,
public procurement accounts for 58%, it accounts4f@®o in Malawi while in Uganda, it accounts for%0of public
spending (Thai, 2001). Given the significant rolayed by public procurement function in public seevdelivery, there
have been a lot of challenges associated withhis fias resulted in a lot of policy reforms in thector. Besides the
amendment of the PPD Act and the alignment of #dlggilations in accordance with the new Constituttbe, successful
implementation of a sound, transparent, fair, eqeaimpetitive, effective and value for money or&eat public
procurement system require strategic organizatioestructuring. The county governments, which weegly created
through the 2010 Constitution with the sole ainbohging service delivery closer to people. Thikleogoal might not be

is the most challenging task for the next couplgeafrs to come.
Objectives of the Study
The study was guided by the following specific atijees:

* To determine position of procurement function irg@nrizational Structure and effects on service dejivn of

Elgeiyo Marakewt County.

* To establish the effects of government policy omifianing of procurement functions in Elgeiyo Mawnat

County.
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LITERATURE REVIEW

There has long been a debate amongst academicdinggthe inclusion of procurement in the corporstategy
of a company. Cousins (2005) and Ramsay (2001) pathose that this debate was started in the 197@sgh David
Farmer's efforts to raise the procurement fundicsitategic profile in the organization (Farmer,78,91978, and
1981).The recognition of procurement as a stra#dlgicvaluable function was enhanced significantihen Porter
emphasized the importance of the buyer in his firee model (Carr & Smeltzer, 1997)). Hogan & Arrosg (2001)
show that a strategic procurement function carsaisisustain competitive advantage in three whaygroviding value in
the area of cost management, providing valuabitanmation regarding supply trends that enablesctivapany to make
better decisions, and establishing close relatipsstvith suppliers which lead to improvements ificgént quality and
delivery of materials. The procurement function ¢encharacterized as a strategic function if iiniegrated into the
company's Corporate Strategic Planning Process.gbhe of a strategic purchasing function is to sup@g company's
efforts to achieve its long-term goals, and in sing, it can help to increase the company's coripetadvantage (Carr
and Pearson, 2002). Carr and Pearson (2002) prihadstrategic procurement has a significant metethip with a
company's financial performance, and that it cath @alue to a firm. The purchasing function is etedato a strategic
level in the organization structure to realize ¥atue adding potential of procurement functiongile procurement alone
can be considered as a strategic differentiater lusiness, the alignment of procurement and argdional strategies is
important. Procurement managers should therefadenstand the company's competitive pressures aoidtigs and align
their procurement strategies to fit these dema@isugins, 2005). It is clear from the above disarsghat strategic
procurement positioning can add significantly tgaorizational performance. But how should it betsgially positioned

to provide the greatest benefit to the organiz&tion

Research on the procurement organization has ngpteen studied in privately owned companies, tag paid
attention to the procurement function of publictitasions as well. Since the procurement procesthénpublic sector is
subject to a different legal framework than privatecurement, and since public institutions tygdicalursue a different
set of goals than private companies (Telgen, Hedrl@ Knight2007), it is reasonable to assume th#emknces in the
procurement organization exist. Johnson, Leendekéc&ue (2003) compared the procurement organizatigrublic and
private institutions and showed that the structfrpurchasing is more complex and formalized inljguthan in private
institutions, which may be due to the fact that lpulmstitutions use public funds and have to easwmansparency and
accountability. Johnson, Leenders, & McCue (2008her showed that public institutions tend to refya higher degree
of centralization in organizing their procurementivties, which may be a result of efforts to redwariability in the
procurement process and to ensure that employdeseado formal process descriptions and the reigutof public
procurement law. Public institutions are subjectpublic procurement law, which necessitates thadlip tendering
procedures have to be applied and which permiésnational sourcing activities only to a very liedtextent. (Johnson,
Leenders, & McCue, 2003) analyzed the use of spgrééams in public institutions and compared thegults with
studies that focused on the private sector. Thdteemdicate that sourcing teams are less fredpesed in public than in
private institutions. This may be attributed to fhet that public institutions are not active innproduct development,
which is a typical field of application for purcliag teams. However, the authors found that pubititutions tend to use

teams that involve internal customers, which maydbe to the requirements of the public procurenpeatess, where
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procurement agents have to formulate tender doctsnwelnich contain detailed information about prodcitaracteristics,
while expert knowledge is located in the requirimgts. This necessitates a close cooperation betiee procurement
agent and the internal customer. Intergovernmesdaperative procurement is a special form of coafper sourcing,
where public agencies jointly procure. Nollet & B&au (2005) defined a procurement group as a fomnavirtual

structure that facilitates the consolidation ofquiement for many organizations. Consolidationreefe a procurement
practice used to transfer activities such as bgldaupplier evaluation or contract management ¢erdral entity. Since
public institutions are normally not in direct coatipion with each other, collaborative procuremimitiatives are more
common in public than in private institutions (Jebin, Leenders, & McCue 2003) and have consequeetigived

increased attention in recent years (Essig 2000).

During a long-term study of the trends and chamggsocurement management throughout the 1990&)t Bnd
Monczka (1998) found that the right organizatiosialicture is essential for the effective implem#ataof leading edge
procurement strategies. Procurement can be incatgubinto an organizational hierarchy at one cdeldifferent levels, as
depicted. In general, the higher the function isifianed in the organizational hierarchy, the geedle role it is able to
play in the strategy development. A number of fextoan influence the positioning of the procuremfemiction: the
organization’s history and the philosophy of tharfder, the type of industry in which the organizatoperates, the total
value of goods and services procured, the typeooflg or services purchased, and the ability ofymeoent to influence
the overall performance of the organization (Moreczk al, 2002). Cousing al., (2006) undertook research aimed at
investigating the different patterns of procuremtmiction configurations, and the relationshipswestn these patterns
and organizational performance. They found thatprement organizations can be separated into jpastbased on their
levels of strategic planning, status, internalgnagion and skills. They name these four groupsidveloped Purchasers,
Celebrity Purchasers, Capable Purchasers, @mdtegic Purchaserand described how the effectiveness of the
procurement function increased as they move fromeueloped to strategic. Strategic procurement wasid to be
heavily involved in strategic planning, was closeligned with internal business requirements, aad highly regarded by
top management. In order to be effective at aegjratlevel, procurement needs to develop and fastess-functional

integration within the organization.

Procurement performance can be defined as thetetdewhich the purchasing function is able to raalits
predetermined goals at the sacrifice of a minimdithe organizations’ resources (van Weele, 2005)ndzka et al (2002)
propose that there are four primary reasons whyomyanization would want to measure the performaotdhe
procurement function. Firstly, the process of measent will make performance and results more Msitwhich should
lead to better decision making since it will hetpitientify those areas where performance falls tst®econdly, the
existence of performance expectations requiresomgat communication to ensure that all stakeholdederstand their
roll in meeting the objectives. Thirdly, because tlesults are more visible, the performance feddladlows for the
prevention and correction of problems. Finally, pnecess of measurement will motivate and direblm®ur in the most
desirable direction. The way in which performargenieasured will depend to a large extent on howagwment views
the role and importance of purchasing. Procuremeribrmance can bensidered in terms of two elements, effectiveness
and efficiency, and along four dimensions, a pdesf dimension, a product/quality dimension, adtigs dimension, and
an organizational dimension. Effectiveness is egldb the goals and objectives of the purchasingtion, and efficiency

is related to the resources which are requiredetize these goals and objectives (van Weele, 2(@f)curement
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managers have a very wide range of key performaneasures available to them for measuring and tgckhe

performance of their functions. Checketts & Bartbl(i2006) however identified the top ten key pemfance indicators
(KPI) used by procurement managers, of specifieviaice is the fact that cost saving ranks highherlist even though
best-in-class procurement managers generally i tconservative in their savings estimates, prafgsmaller, more
consistent year-on-year gains. Increasing spendrumdnagement was considered as the most imp&tRirty all other

managers (best-in-class excluded). Given that &sing spend under management is considered asotamportant KPI
by the majority of procurement managers, Checl&gartolini (2006) then looked at the top strategier improving this
aspect, with the overwhelming preference beinghtdyae and distribute spend data. The primary ratitwm for this is the
belief that end users and procurement staff shbelldnticed as well as compelled to comply withdégned policies and

procedures.
RESEARCH METHODOLOGY

This study adopted a descriptive research desigause it portrays an accurate profile of persowsnts, or
situations and allows in-depth examination of thebfem. According to (Tromp, 2006) a descriptivesida is a
description of the state of affairs, as it exi§the current study aims at achieving a better utaedsng of the current
status of positioning of procurement function i tienyan County Government. The study was conductdelgeyo
Marakwet County. Acording to Mugenda and Mugend#0®) target population or absolute population lishelt conforms
to a given specification that a researcher wolkd to generalize results from. The study targetagleyees in all the
departments in Elgeiyo Marakwet County Head quarterd members of the public seeking services fitmenGounty
Departments. From the records there are a tot86@femployees at the County head quarters. A ptiopate cluster
sampling, purposive and simple random sampling atethias used. The researcher purposively targetogegs in the
administrative positions in the entire departmexitshe County head quarter, once the employeekeiratiministrative
position are established. A sample size of 282 astablished using statistics formulae. The sam@s distributed
proportionately in all the departments. Simple @ndampling was used to select the respondenthdastudy. The study
collected both primary and secondary data. Theareber used questionnaire and interviews to coleirhary data.
Quantitative data was analyzed using descriptigissical methods, frequencies and percentage thvéttaid of Statistical
Package for Social Scientist (SPSS) version 20coAting to (Mugenda & Mugenda, 2003) descriptiwaistics features
assist in variable response comparison and givelea indication of response frequencies. Quali¢éatiata from open
ended questions and interview schedule with theikEyrmants will be more detailed and thereforel walquire a more

complex analysis technique.
RESEARCH FINDINGS

The demographic characteristics included genderaagl academic level. The demographic characterisfithe
respondents were as follows; 166 (63%) of respaisderre males and 98 (37%) of respondents werelésmahe data
showed that majority of respondents were maless fihding shows that 30% constitutional gender hds been upheld
in the County recruitment process. The age didiobuof the respondents was that the majority & thspondents
121(46%) aged between 40-49 years, 24(9%) agedebetlB-29, 61(23%) aged between 30-39 years, wBi(2250)

aged above 50. The study indicated on the academatification of the respondents that most of tespondents
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146(55.3%) had diploma, 84(31.8%) had Bachelorgtrek, 18(7%) had certificate while 16(6.1%) haceotjualification

such as PhD among others professional certification
Position of Procurement Function in OrganizationalStructure

The first objective of the study was to determinsifion of procurement function in organizationttlsture and
effects on service delivery in of Elgeiyo Marakv@dunty. The study established that there are stdizma procurement
procedures as indicated by 147(55.7%) agreed, ¥@4strongly agreed and only 5(1.9%) disagreedohita of the
respondents 128(48.5%) agreed, and 70(26.5%) $yratisagreed that decision making for procuremésd lith the
county executives, while 5(1.9%) disagreed and84).strongly disagreed. Similarly, it was found ttiggocurement
functions are highly centralized as indicated b@(45.1%) of respondents who agreed and 94(35.6%) sttongly
agreed, while few of them 8(3.0%) disagreed and824) who strongly disagreed. The findings agreé \{dohnson and
Leenders, 2006) whose study results indicated tliatid procurement organizations are most commasid in many

industries and that a shift towards a higher udgybfid procurement organizations has occurred tnes.

Table 1: Position of Procurement Function in Organzational Structure
SA A U D SDA

The organization have F 92 147 20 5 0
standardized procurement 0

procedure % | 34.8| 55.7| 7.6 1.9 0.0
The decision making for F 70 128 59 5 2
procurement lies with the q

county Executives % | 26.5| 485| 223 1.9 0.8
The procurement functions arg F 94 119 41 8 2
highly centralized % | 35.6 | 45.1| 15,5 3.0 0.8
The chief procurement officers| F 70 133 50 9 2

O

is not strategically positioned t
contribute to major procurement% | 26.5| 50.4| 189 3.4 0.8

decision

There is specialization within | F 94 119 41 8 2
the_ erartment that enhance % | 356! 451 155 34 08
efficiency

The members of executive F 73 117 67 5 2

committee lacks professionals

0, Qg
in procurement functions % | 27.7) 44.3) 254 1.9 0.8

Highly centralized procurement organizations seentbé more prevalent than highly decentralized sires,
especially in the public sector. Majority of thespendents 133(50.4%) agreed, and 70(26.5%) stragglyed, the Chief
procurement officer is not strategically positiontd take part in procurement decision, compare®(®4%) who
disagreed and 2(0.8%) that strongly disagreed. Sthdy established that the specialty within theadigpent enhance
efficiency since 119(45.1%) agreed and 94(35.6%)ngly agreed against 8(3.0%) who disagreed andBZ{p that
strongly disagreed. The study established that ©oerecutives lack professionals in the procurenfenttions as
indicated by 117(44.3%) who agreed and 73(27.7%) sthongly agreed, while 5(1.9%) and 2(0.8) whagised and
strongly disagreed respectively. The above infoionats summarized in table 1. The researcher cdaeducorrelation
analysis to establish whether there is a relatipnbbtween variables under study and service dglivEhe correlation
analysis indicates that there is a positive cotima(r = .391, p= 0.00) between position of procurement functiod a

service delivery.
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Procurement Policy

The fourth objective of the study was to establigheffects of government policy on positioningpodcurement
functions in Elgeiyo Marakwet County. The studydiimgs indicated that the policy sets standard peroent guidelines
that are aimed at enhancing competition, efficieangl value for money, as indicated by the majarftyhe respondents
155(58.7%) who agreed, and 13(4.9%) that strongheed while 18(6.8%) and 4(1.5%) that disagreed stnohgly
disagreed respectively. The study is in agreemédtht tive guidelines set in PPD Act 2005, which playsimportant role

in the standardization of the public procuremencpces across all procuring entities in Kenya (RPZD09).

Table 2: Response on Procurement

SA A U D SD
The policy sets standard F 13 155 74 18 4
procurement guidelines that are
aimed at enhancing
competition, efficiency and
value for money

The policy requires adoption of F 47 143 70 2 2
e-procurement to enhance
transparency and competition in% | 17.8| 54.2| 26.5 0.8 0.8
procurement functions
Procurement policy clearly F 80 108 67 8 1
stipulate the composition of the
procurement committee inthe | % | 30.3 | 40.9| 254/ 3.0 0.4
County government
The policy require publications| F 70 107 80 5 2
of tenders through mediums
that can allow large numbers of % | 26.5| 405| 30.3 1.9 0.8
audients to access
The policy does not F 108 102 42 6 0
strategically position
procurement function in the % | 409 | 38.6| 159 2.3 0.
County governments.

% 4.9 58.7| 28.0] 6.8 1%

Majority of the respondents 143(54.2%) agreed and A8%) strongly agreed that the policy requirégpdion
of e-procurement to enhance transparency and cd@mpeh the procurement functions while a smalportion 2(0.8%)
disagreed and similar proportion strongly disagréldte majority of the respondents 108(40.9%) agaaedi 80(30.3%)
strongly agreed that the policy stipulate compositof the procurement committee in the County goment while
8(3.0%) disagreed and 1(0.4%) strongly disagreegjoiMy of the respondents 107(40.5%) agreed aifg6/5%) strongly
agreed that policy require publication of tenderdtie medium that allow large number of audienceadcess, while
5(1.5%) disagreed and 2(0.4%) strongly disagredek Jtudy findings indicated that the policy does stipulate the
positioning of the procurement function as evidenbg large proportion of respondents 108(40.9) wtiongly agreed
and 102(38.6%) that agreed as compared with 6(2886) disagreed as presented in table 2. The rdsaconducted
correlation analysis to establish whether thera relationship between variables under study amndceedelivery. The

results also indicated positive correlation (.57, 0.00) between contextual factors and service.
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Service Delivery

The aim of the study was to establish positionihgrocurement functions and its influence on sendelivery in
Elgeiyo Marakwet County. To measure service dejivarfive Likert scale questionnaire was presetdethiembers of the
public who were seeking various services from tloer@y offices. The researcher managed to obtaporese from 165
members of the public. On the statement that Coentployees provides prompt and timely servicesh® gublic,
84(50.9%) agreed, 12(7.3%) strongly agree, whilg88D%) disagreed. Majority of the respondents(68%%) agreed
that complaints by members of the public are corsitrely handled, while 17(10.3%) disagreed and6178%) strongly

disagreed.

Table 3: Response on Service Delivery

SA A U D SDA
County employee provides F 12 84 18 51 0

prompt and timely service | o | 73| 509| 109 3094 0.0
to the public

Complaints by members of F 0 113 24 17 11
public are constructively % | 00| 685 145 103 6.7

handled

County employees are F 3 86 26 31 19
courteous when dealing o

with members of the publig % | 18] 521) 158 188 115
The employees F 0 78 24 55 8

communicate in the
language that members of| % | 0.0 | 47.3| 14.5| 33.3 4.8
the public understand
Accurate information is F 2 118 12 21 12
communicated to the publi % | 12| 715 73 12.7 73

T

in good time

Full range of services is F 6 9 5 145 0
delivered to the public | o | 35| 55| 30| 879 00
efficiently

Report on budget F 0 14 12 139 0
perform_ance are available % | 00 85 73 84.2 0.0
for public scrutiny

The members of the publig F 0 33 47 80 5

are satisfied with the
services offered by the % | 0.0 20.0| 28.5| 4875 3.0
County government

The study established that the county employeescaumeteous when dealing with members of the pulag,
indicated by majority 86(52.1%) agreed, 3(1.8%prsiity agreed while 31(18.8%) disagreed, and 19¢b}.Strongly
disagreed. Majority of the respondents 78(47.3%ed) that the County employees communicate inahguage that the
members of the public understand, while 55(33.3%agteed and 8(4.8%) strongly disagreed. Most efréspondents
118(71.5%) agreed that accurate information areneonicated to public in time, 2(1.2%) strongly agteavhile
21(12.7%) disagreed and 12(7.3) strongly disagréid.findings indicated that majority of the resgents 145(87.5%)
disagreed that full range of services is delivei@dhe public efficiently compared to 6(3.6%) whooagly agreed and
9(5.5%) who agreed. Similarly, it was also fouhdttreport on budget performance is not availatgfiblic scrutiny, as
indicated by majority of the respondents 139(84.2¥ispgreed while 14 (8.5%) agreed. Majority of tlespondents

80(48.5%) disagreed on statement that membersqgiublic are satisfied with the services offereccbynty government
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while 33(20.0%) agreed.
CONCLUSIONS

The study concluded that procurement staffs hadoa ¢knowledge of the Counties strategic goals, ymeroent
functions are included in the County strategic plag process, The County government develops peocent staff to
develop some elements of competitive strategy. rélalts indicate that the organization in the prement department
has been sufficiently capacitated to enhance efficiprocurement function. The study findings intBdathat the
procurement policy is quite comprehensive in adiingsvarious sectors in procurement which inclugdting standard
procurement guidelines that are aimed at enharmngpetition, efficiency and value for money, reqgradoption of e-
procurement to enhance transparency and compefitiothe procurement functions, stipulating compositof the
procurement committee in the County government r@uogliring publication of tenders in the medium th#ow large

number of audiences to access. It was noted thgidlicy does not stipulate the positioning of pnecurement function.
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