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performance of oil supplying companies in Nairobi city
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ABSTRACT

The purpose of this study was to establish the influence of supply chain management practices on
performance of the oil supplying companies in Nairobi City County. The oil supplying industry in Kenya
is currently facing challenges ranging from uncontrollable high fuels costs as a result of high cost of
importation, transportation and storage of the oil products which has led to low level of customer
satisfaction, hence low performance of the oil supplying industries. The study aimed on the oil
supplying companies in Nairobi City County as every registered oil supplying companies have their
offices at Nairobi. The main objective of the study was to examine the influence of supply chain
management practices on performance of the oil supplying companies in Nairobi city county and the
specific objectives were; to assess the influence of supply chain collaboration management practice
on performance of oil supplying companies in Nairobi city county, to evaluate the influence of
customers service management practice on performance of oil supplying companies in Nairobi city
county, to examine the influence of demand forecasting management practice on the performance
of oil supplying companies in Nairobi city county and to assess the influence of information
communication technology management practice on performance of oil supplying companies in
Nairobi city county. This study focused on the 84 registered oil companies in Nairobi Kenya as the unit
of analysis and the target population. The sampling technique of the study used was stratified random
sampling technique in which procurement officers and distribution officers were the unit of
observation. This study based the variables on different related theories. The researcher used
questionnaires to gather data from respective respondents which were self-administered by the
researcher. The study recommended that supply chain partners need to form effective partnership in
planning, developing and executing the supply chain management activities, keep on updating with
new technology so as to attain a competitive edge by implementing ICT practices on demand
forecasting to attain customer satisfaction.

Keywords: Supplier relationship management, Supply chain management practices, Supply chain collaboration,
Demand forecasting.
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1. Introduction

The motivation behind this research paper is that in recent years Supply chain management
(SCM) practices have received a great deal of attention by researchers and practitioners. This is because
of the uniqueness and the dynamic nature of the supply chain practices involved in oil supply chain
management activities these practices include; customer service management, adoption of information
and technology, demand forecasting, supplier relationship management, and total quality management.
In the background of the study, The oil supplying companies are involved in a global supply chain
management that involves transportation of oil products domestically and internationally, inventory
management, coordination and control, warehousing of oil products and import and export facilitation
of oil products. The industry offers an improved model for planning, implementing and cording supply
chain management practices. In a supply chain, oil supplying companies are connected to their upstream
suppliers and downstream distributors as oil products, information, and capital flow through the supply-
chain (Shima, 2007).

Oil supplying companies use modes of transportation including rail, vessels, road and pipelines.
Oil is produced in some regions of the world, as it is demanded around the globe because they represent
an essential source of energy and raw material for a of other oil producing companies. Lead-time is
usually one week from the shipping point to the final customers’ destination (Schwartz, 2000).

The high increase of oil global demand has facilitated oil supplying companies to supply oil and
its products through the supply chain systems to access more customers, increase their sales and profits
and also increase their market share. The increase in the oil and its products global demand has led to
complexity of the oil supplying companies’ supply chain management as its still in the development stage
of improving the effectiveness and efficiency in their supply chain management. The complexity of
petroleum supply chain results from the numerous infrastructures and global sourcing (Easton, 2019).

The uniqueness and importance of the study is that Effective Supply chain Management
practices enables a company to reduce the overall costs of supply of goods to customers and improve
the customer satisfaction through keeping their promises to their customers by delivering the products
at right time at the right place and reduced order cycle time (Shatina, Zulkifli & Norlena, 2014). Supply
chain management practices involves strategic approaches used in managing the integration and
coordination of supply, demand and the supplier-buyer relationships in order to ensure consumers are
satisfied in an efficient, effective and profitable manners (Sople, 2012). Oil supply chain operations involve
both upstream activities, including all processes before the raw material is refined; exploration, drilling,
extraction, storage, shipping, etc., and downstream activities, which involves the refining, selling and
distribution of the product (Luthra, Garg & Haleem, 2013).

The world demand for oil has been growing fast for the last 60 years, and industry analysts
indicate that it will continue to grow for coming future. Demand growth for oil in Asia and other
developing countries is steadily increasing continuously. National Oil Companies of Kenya (NOCKs)
control 77% of worldwide oil reserves as of 2005, partially or fully privatized Russian oil companies control
6% of reserves, Western International Oil Companies (I0Cs) now control only 10% of oil reserves and US
has 1.7% of proven world oil reserves and 3.3% of world natural gas reserves (Saad, Udin & Hasnan, 2014).
The Organization of Petroleum Exporting Countries (OPEC) is an association of 15 countries that attempts
to maximize the member countries’ profit from oil sales by coordinating the amount of oil that they sell.
The OPEC provides a more detailed analysis of oil market developments, including oil supply and demand
levels in the world economy. OPEC also aims at bringing stability to the oil market by adjusting oil output
to help ensure achievement of match between supply and demand of oil. OPEC nations has a production
capacity of about 40 percent of the world’s oil production. (Easton, 2019).

The African continent has five of the top 30 oil-producing and supplying countries in the world. It
accounted for more than 8.7 million barrels per day in 2018, which is about 9.4% of world output for the
year. This level of production is down somewhat from the heights of 2005 to 2010 when African
production topped 10 million barrels per day, including a high of nearly 10.7 million barrels per day in 2010.
As of 2015, declines have been caused by political and civil instability and violence in many of Africa's
biggest oil-producing countries. (Biscardini, 2018).

National Oil Corporation of Kenya (NOCK) was formed and started operating in the year 1984.
The NOCK is owned and regulated by the Government of Kenya. National oil corporation ok Kenya
participates in the importation, marketing and sale of petroleum products which includes crude oil, white
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fuels, lubricants and Liquified Petroleum Gas (LPG). The National Oil Corporation of Kenya is a fully
involved in all activities of the petroleum supply chain management including the upstream oil and gas
exploration, midstream petroleum infrastructure development and downstream supplying of petroleum
products (Saad, Udin & Hasnan, 2014).

2. Statement of the Problem

Kimani (2013) stated that, petroleum is the world’s major source of energy in the world. There
has been over reliance on the use oil products in the transport sector both globally and locally as the
source of power, making oil supplying companies been unable to meet the prevailing customer demand
(Matos & Hall, 2017). The oil shortages that have been previously experienced in some areas in Kenya
have been attributed to failure of oil supplying companies to effectively match demand and supply, and
insufficient transportation of fuel through road (Zhu, Sarkis & Lai, 2017).

The oil supplying industry in Kenya is currently facing challenges ranging from uncontrollable high
fuels costs resulting from high cost of importation, transportation, storage of the oil products which has
led to low level of customer satisfaction and decline in the profits of oil supplying companies in Kenya.
The oil supplying companies are still struggling in delivering the oil products to the final consumer at a
lower cost leading to increased prices hence customer dissatisfaction and reduced sales (Anderson,
2018).

Agami and Rasmy (2012) stated that, most of the challenges oil supplying companies in Kenya
have been experiencing lie in how they manage their supply chain. Muema (2014) studied on the
strategies adopted by oil supplying firms in Kenya to remain competitive and found that cost leadership
strategy, focus strategy, and differentiation strategy if well implemented by the oil marketing companies
enables them gain a competitive advantage.

Osoro (2015) studied on the factors affecting performance of supply chain systems in the oil
products supply industry in Kenya and found that performance of the oil industries is dependent on
skilled personnel who can effectively forecast and match demand supply to ensure timeliness delivery of
products to the final consumer. Wambui (2016) did a research on the influence of procurement practices
on the performance of the of the oil supplying companies and found that ethical procurement, and green
supply chain management have been used to a large degree in improving the oil supplying companies
performance. In reference to Kimani (2017) Kenya oil supplying companies have tried to formulate some
supply chain management practices to manage, coordinate and control the supply of the oil products but
still there are cases of oil shortages, high prices leading to low sales hence reduced profits, and high level
of capital being held in oil stock thus affecting their cash flow.

Sherman, (2018) argued that, oil supplying companies will continue to have decline in profit
margins if they fail to effectively manage their supply chain. The was beefed up by adding study done by
(Osoro, 2015; Agami & Rao, 2012), who highlighted existing challenges on which my study was addressing.
This gap creates the need to evaluate the influence of supply chain management practices on the
performance of the oil supplying companies in Kenya.

3. Objectives of the study
i. To assess the influence of supply chain collaboration management practice on the
performance of oil supplying companies in Nairobi City County.
ii. To evaluate the influence of customer service management practice on the performance
of oil supplying companies in Nairobi City County.
iii. To examine the influence of demand forecasting management practice on the
performance of oil supplying companies in Nairobi City County.

4. Theoretical review

Theoretical framework is a concept that can support a theory of research study. It involves
introduction and definition of the theories within a topic and showing how they are related to the subject
under study. It involves description and explanation of the theories which explains the existence of the
research problem (William, 2016).
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4.1 The network theory

Network theory enhances fitness in a central position between companies that are planning to
form partnership relations which leads to competitive advantage, effective and efficient information and
technology sharing with their partners (Halldérsson, et al., 2008). By taking a network approach, a
company can design their supply chains so they can benefit from the advantages of supply chains
reliability, and weak ties to facilitate flexibility to manage their responsiveness to change in market
demand (Cousins & Spekman, 2003). The network theory is useful for supply chain innovation by
facilitating network wide knowledge sharing mechanisms and management (Miles & Snow, 2007).

4.2 Customer satisfaction theory

Customer satisfaction in the supply chain management practices is determined by; timeliness in
delivery of the products to the final consumer, level of staff competence in offering good customer
service, products availability, availability of the product’s brand information to the customers,
information accuracy and friendliness, politeness of the staff. When a company satisfy its customers, it
enhances customer retention and increases the frequency of the customer re-purchase and increasing
sales level thus increase in profits is achieved. In order to achieve customer satisfaction, companies must
be able to meet their customers’ needs and wants as per their expectations as described in customers’
order specification (Peyton, Pitts & Kamery, 2003).

4.3  Theory of demand

The law of supply and demand theory describes the connectivity between the sellers of products
and the buyers of those products (Armen, 2006). The theory also defines how the relationship between
the availability of a particular goods and services and the demand for those goods and service on their
respective prices. The law of supply states that when the prices of goods increase the suppliers become
more motivated to supply more quantities of those products in the market and when the prices fall less
quantities of the products is supplied to the market, the law of demand also states that the quantity of a
good demanded decreases as the price increases, and vice versa. Attainment of equilibrium prices is one
of the major objectives of the marketers, which shows that that there is a balance between the quantity
supplied of and quantity demanded for goods and services in the market (Armen, 2006).

4.4 Knowledge based view theory

The knowledge-based theory of the firm considers knowledge as the most strategically
significant resource of a firm. Knowledge based resources are the major determinants for companies’
performance. This knowledge is carried through multiple entities including company’s culture and
identity, policies, routines, documents, systems, and employees (Devaraj, Krajewski & Wei, 2007).
Information communication technologies plays an important role in the knowledge-based view of the
company as information communication technologies systems can be used to facilitate extensive intra
and intercompany knowledge management (Devaraj, et al., 2007). The oil supplying companies benefit
from the use of information communication technologies (ICTs) by enabling them to access the global
market.

5. Empirical review

According to Kothari, (2014) the review on similar studies is used along with empirical data
collected. The review of empirical literature plays a key role in establishing research gaps upon which the
study can be based on. Luthra (2013), observed that most of the supply related performance
measurements have an internal focus and do not measure how the company drives profitability. Kimani
(2013) stated that, Kenyan oil supplying companies have put in place some supply chain management
practices to coordinate and control the supply of the oil but still there are cases of oil shortages,
overstocking leading to lost sales and high level of capital being held in oil stock thus affecting their cash
flow. Barrow (2013), who observed that the oil industry itself has a benefit on the use of information
communication technologies (ICTs) in the global economy. Lin and Sheu (2012) observed that, the oil
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and gas industry has continued to face growing stricter and complex government regulation, political
risks and competition which has affected price hike and shortages.

Osoro (2015) studied on the factors affecting performance of supply chain systems in the
petroleum industry in Kenya and found that performance of the oil industries can give customer
satisfaction through having skilled personnel who will effectively perform demand forecasting hence
enhance timeliness delivery of products to the final consumer. Ndegwa (2017) studied on the factors
influencing supply of petroleum products in Kenya whereby he concentrated on Kenya Pipeline Company
found that storage capacity, pipeline infrastructure, government regulations, and quality control have a
direct influence on the supply of petroleum products.

Suganthi and Samuel (2012) did a research on the effect of oil price regulation on the financial
performance in the oil companies in Kenya and identified that price regulation has more positive effect
on the consumers than to the companies. Chima (2007) studied on the supply chain management issues
in the oil supplying companies and found that and adoption to the modern technology, supply chain
integration, proper management of the decision making, and effective customer segmentation are the
major problems in oil supplying companies supply chain management and they are the key facilitators of
oil supplying companies performance.

Hussain, Tiravat and Khumawala (2006) studied on the challenges and opportunities in supply
chain management in the petroleum industry and found that efficiency and cost effectiveness are the
main factors that facilitate continuous supply of oil, lead times minimization, and production and
distribution costs reduction. The rigidity in the petroleum supply chain, logistics management, and
information technology adoption are main challenges experienced by the oil supplying companies supply
chain, the opportunities available for the petroleum supply chain includes; outsourcing for goods and
services from a third-party logistics companies, collaboration with supply chain partners through order
consolidation and joint decision making. This leads to supply chain cost minimization.

6. Research gaps

It is evident that proper management of the supply chain practices in the petroleum companies
is very important because it improves the level of customer satisfaction. Customer satisfaction is a
pressing issue in any petroleum industry worldwide. There are existing challenges that hinders the
performance of the oil supplying companies in Kenya as evidenced by Osoro (2015) who studied on the
factors affecting performance of supply chain systems in the petroleum industry in Kenya.

Lin (2012), who did a research on why firms implement green practices in developing countries.
This study was not sufficient because it did not involve all the supply chain management Gist (2013) who
conducted a research on the impact of the oil industry on economic growth performance in Nigeria,
Barrow (2013) who studied on the impact of information communication technology use on the
performance of the oil supplying companies, and Wambui (2014) who researched on the influence of
procurement practices on the performance of the oil marketing firms in Kenya. The available studies have
not exhaustively discussed on supply chain management practices as reflected by the current
performance of oil supply chain including information communication technology, demand forecasting,
customer service management and supply chain collaboration which this research is discussing.

7. Data and methodology
7.1 Research design

The study involved the use of a mixed research design. A mixed research design is applicable to
large population in a large geographical area coverage and it also facilitates collection of data for the
independent and dependent variable (Creswell, 2014).

7.2 Population

For this study the target population was 84 registered oil supplying companies in Kenya with an
approximate of 2000 employees (ERC, 2018).
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7.3 Sample size
For this study the sample size was obtained using Yamane (1967) formulae at a confidence level
of 95%.
n= N

1+ N (e2)

Therefore, n = 105 =84

1+ 105 (0.052)

Where;

n = Desired sample size
N = Total population

e = Margin error.

7.4 Sampling technique
This study used stratified random sampling technique to determine the specific sample size for
each stratum. From the target population, whereby the 84 oil supplying companies were selected.

7.5 Research instruments
For this study, data was collected through questionnaires. A questionnaire is a research

instrument that gathers data over a large sample and its objective are to translate the research objectives
into specific questions, and answers for each question provide the data for hypothesis testing.

7.6 Data collection procedure

The researcher self- administered the questionnaires to respective respondents in the sample
size. 2 questionnaires were issued to each sampled oil supplying companies.

7.7 Data analysis and presentation

Multiple Linear regression was used to test the influence of the independent variables on the
change in the dependent variable. The multiple linear regression model used was;

Y=Bo+P1 X1+P2X2o+PsXs+PaXa+e

Y= performance of the oil supplying companies
B1,B2,B3, B4 = Coefficents of determination

B, =Constant

X1 =Supply chain collaboration practice

X2= Customer service management practice

X3 = Demand forecasting practice

X4 = Information communication technology practice
€ =Errorterm
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8. Results and discussion
8.1 Influence of supply chain collaboration practice on the performance of the oil supplying
companies

In a five-point Likert scale, the respondents were asked to give their responses on supply chain
collaboration management practice. The results are presented in table 8.1 below.
Table 8.1
Influence of supply chain collaboration practice on the performance of the oil supplying companies.

Statement Mean Std. Deviation
Our company constantly shares with its supply chain partners on 4.5935 .50954
technology change
We usually make joint decisions with our oil supply chain partners 4.6016 .53927
Our company shares transportation resources including trucks with its 4.5691 .55929
supply chain partners
Our company practices collaborative communication with the supply 4.5203 .50163
chain partners
Our company practices joint knowledge creation with the supply chain 4.4228 57271
partners
We jointly develop KPI's with our oil supply partners 4.2683 44488
We collaborate with our supply chain partners to solve oil supply chain 4.3740 .51848
challenges

N =123

The analysis of the findings as shown in table 8.1 above, the respondents were in agreement with
all the statements in regard to supply chain collaboration with a mean of more than 4.2. It was noted
that, joint decision making had the highest level of agreement with a mean of 4.6016 and standard
deviation of 0.539. The findings were in agreement with Chima (2007) who found that supply chain
integration which includes supply chain collaboration management practice a key facilitator of
performance of oil supplying companies. The findings also agree with Barract, (2004) who noted that
supply chain collaboration management practice through sharing of information facilitates improvement
in knowledge sharing across the supply chain that enables a company to achieve optimized inventory
levels which facilitates customer satisfaction. The findings are also supported by Chan, Felix and Anuj
(2012) who suggested that supply chain collaboration with supply chain leads to effective information
flow which leads to effective management of the customer demand leading to customer satisfaction and
improved company’s performance.

8.2 Other ways in which your company implement the supply chain collaboration

The respondents were asked to show other practices in which the company does on supply chain
collaboration management practice as shown in the table below.

Table 8.2

Other ways in which the respondent’s company collaborate in the supply chain management practices.
Supply chain collaboration management Frequency Percent
practices
Contract coordination 12 32.4
Marketing 1 29.7
Training programs 5 13.5
Planning 4 10.8
Vendor management inventory 5 13.5
Total 37 100.0

Analysis from the table 8.2 above shows that, 32.4% of the respondents said that they collaborate
through contract coordination, 29.7% of the respondents said their company collaborate through
marketing, 13.5% of the respondents said that their company collaborate in the supply chain management
practices in training programs, 10.8% of the respondents said that their compony collaborates in the
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supply chain management practices in planning, and 13.5% of the respondents said that their company
collaborate in the supply chain management practices through inventory management.

8.3  Influence of customer service management practice on the performance of the oil
supplying companies
In a five-point Likert scale, the respondents were asked to give their responses on customer
service management practice. The results are presented in table 8.3 below.

Table 8.3

Influence of customer service management on the performance of the oil supplying companies.
Statement Mean Std. Deviation
We offer discounts to our customers 4.3740 .50243
Our company trains employees on customer service 4.4309 .49723
management
Our company offers after-sale services to our customers 4.3577 .49803
We respond to customer orders within 24hours 4.4390 .51448
We have loyalty programs for our customers 4.3984 .55427
Our company understands our customers’ expectations 4.4146 .54211
and demand
Our company focuses on managing customer expectations 4.4146 .49467

N =123

Findings as in table 8.3 above shows that, the respondents were in agreement with all the
statements in regard to customer service management practice with a mean of more than 4.3. Notably
response to customer orders within 24hours had the highest level of agreement with a mean of 4.4390
and standard deviation of 0.539. The findings of this research are related to that of Osoro (2015) who
observed that timeliness delivery of products to the final consumer as an element of a good customer
service leads to customer satisfaction. The findings were in agreement with the findings of Suganthi and
Samuel (2012) who found that effective customer segmentation enhances customer’s needs
understanding which leads to improvement of on customer service management practice. The findings
also are supported by those of Solomon and Micah, (2010) who observed that company’s performance
is enhanced by developing a good customer service management practice.

8.4  Other ways your company does to improve on customer service management

The respondents were asked to show other ways in which their company does in practice of
customer service management practice as shown in the table 4.11 below.

Table 8.4

Other ways in which respondent’s company does to improve on customer service management practice.
Customer service management practices Frequency Percent
Managing customer orders 8 18.6
Managing customer relationship 3 7.0
Washing customer vehicles windscreen 28 65.1
Online portals for customers 4 9.3
Total 43 100.0

Analysis from the table 8.4 above, 18.6% of the respondents said that they facilitates customer
services through managing customer orders, 7% of the respondents said their company enhances
customer service management practice through managing customer relationship, 65.1% of the
respondents said that their company enhances customer service management by washing customer
vehicles windscreen, and 9.3% of the respondents said that their company enhances customer service
management practice through creation of online portals for customers.
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8.5 Influence of demand forecasting management practice on the performance of the oil
supplying companies
In a five-point Likert scale, the respondents were asked to give their responses on demand
forecasting management practice. The results are presented in table 8.5 below.

Table 8.5
Influence of demand forecasting management practice on the performance of the oil supplying companies.

Statement Mean Std. Deviation
We have an optimized stock level 4.2520 .56675
Our company trains employees on demand forecasting techniques 4.4634 .51681
Our company undertakes market environment analysis 4.3577 .51423
Our company has an integrated demand forecasting system 4.4634 .54761
Our company undertakes appropriate demand planning 4.5041 .50203
Our company integrates demand data from all the distribution 4.4472 .51539
partners

Our company offers corporate training on demand forecasting 4.4553 .54700

N =123

Findings as in table 8.5 above, the respondents were in agreement with all the statements in
regard to demand forecasting management practice with a mean of more than 4.2. it was noted that
response to taking appropriate demand planning had the highest level of agreement with a mean of
4.5041 and standard deviation of 0.50203. The findings were in agreement with the findings of Osoro
(2015), who found that effective demand forecasting management practice which is enhanced by
employing skilled personnel leads to improvement in performance of the oil supplying companies. The
findings are supported by Palmatier, George, Crum and Colleen, (2003) who suggested that demand
forecasting management facilitates better capacity utilization and allocation of resources which leads to
optimization of inventory levels thus minimizing the stock holding cost and enhance customer
satisfaction and improve company’s performance. The findings were also supported by Ellis and Forman
(2006) who suggested that demand forecasting management practice enhances distribution and
logistics effectiveness and efficiency and improved customer service levels thus improving the
company’s performance.

8.6 Other ways your company does to improve on demand forecasting management
practice

Respondents were asked to suggest other ways your company does to improve on demand
forecasting management practice as shown in the table 8.6 below.
Table 8.6
Other ways in which respondent’s company does to improve on the accuracy and effectiveness of demand
forecasting management practice.

Demand forecasting management practices Frequency Percent
Record keeping 8 24.2
Gross domestic analysis 8 24.2
Just in time technique 17 51.5
Total 33 100.0

Analysis from the table 8.6 above, 24.2% of the respondents said that they improve demand
forecasting management practice through record keeping, 24.2% of the respondents said their company
enhances demand forecasting management through analyzing GDP, 51.5% of the respondents said that
their company enhances demand forecasting management practice by use of Just in Time technique.

8.7 Influence of information communication technology management practice on the
performance of the oil supplying companies

In a five-point Likert scale, the respondents were asked to give their responses on information
communication technology management practice. The results are presented in table 8.7 below.
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Table 8.7
Influence of information communication technology management practice on the performance of the oil
supplying companies.

Statement Mean Std. Deviation
Our company has E-payment platform 4.5122 .59183
Our company usually sources oil using E-sourcing platform 4.5203 .59160
Our company has an integrated communication infrastructure with 4.4065 .54076
other supply chain partners

Our company has an E-procurement platform 4.3740 .50243
Our company operates on E-distribution system 4.5041 .60563
Our company has customer relationship management system 4.3008 47796
Our company has order tracking system 4.3984 .49157
Our company has an advanced planning and scheduling software 4.2520 .53705

N =123

Findings as in table 8.7 above, the respondents were in agreement with all the statements in
regard to information communication technology management practice on performance of oil supplying
companies in Nairobi City County with a mean of more than 4.2. It was noted that response to use of e-
sourcing platform had the highest level of agreement with a mean of 4.5203 and standard deviation of
0.59160. The findings were in agreement with the findings of Hussain, Tiravat and Khumawala (2006)
who observed that use of information communication technology in the oil supplying companies leads
to cost minimization hence improved company’s performance. The findings are also supported by
Barrow (2013) who observed that oil supplying companies benefits from the use of information
communication technology through reduction in the supply chain management cost, increased accuracy
and hence increase the company’s performance. The findings are also supported by Borgdorff and
Schwab (2014) who observed that use of information communication technology reduces the overall oil
supply cost thus reducing oil prices, which leads to customer satisfaction as a measure of company’s
performance.

8.8  Otherinformation communication technology management practices in use

The respondents were asked to show other ways in which the use information communication
technology as shown in the table 8.8 below.

Table 8.8

Other information communication technology management practices in use.
ICT management practices Frequency Percent
Computerized records keeping 1 22.9
Enterprise resource planning system 16 33.3
Just in time system 8 16.7
E-tendering 8 16.7
E-marketing 5 10.4
Total 48 100.0

Analysis from the table 8.8 above, 22.9% of the respondents said that they apply information
communication technology computerizing record keeping, 33.3% of the respondents said use information
communication technology in enterprise resource planning, 16.7% of the respondents said that their
company use information communication technology through implementation of Just in Time system,
16.7% of the respondents use information communication technology though the use of E-tendering,
10.4% use information communication technology through implementation of E-marketing platform.

8.9  Performance of the oil supplying companies in Nairobi City County

In a five-point Likert scale, the respondents were asked to give their responses on performance
of oil supplying companies. The results are presented in table 8.9 below.
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Table 8.9

Performance of the oil supplying companies in Nairobi City County.
Statement Mean Std. Deviation
Supply chain collaboration leads to timely delivery of the final goods 4.3984 .49157
and services to the final consumer
Demand forecasting leads to optimization of the inventory levels 4.5041 .50203
ICT implementation enhances company's profitability 4.5203 51771
Customer service management improves customer satisfaction 4.6179 .48789
ICT implementation leads to reduction of the supply chain function 4.5528 .53106
operations cost
E-sourcing leads to procurement cost reduction 4.4146 .49467
Integrated demand forecasting leads to supply and demand match 4.3171 .50110
Order consolidation leads to minimization of procurement cost 4.3821 .53593
Offering after-sale services to customers leads increased customer 4.4228 .49602

repeat purchase

Findings as in table 8.9 above, the respondents were in agreement with all the statements in
regard to performance of oil supplying companies in Nairobi city county with a mean of more than 4.3.it
was noted that response to customer service management improves customer satisfaction had the
highest level of agreement with a mean of 4.6179 and standard deviation of 0.48789. The findings were
in agreement with the Sungathu and Samuel (2012) who observed that adoption of modern technology,
supply chain integration, proper management of decision making and customer segmentation facilitates
improvement on the performance of oil supplying companies in Nairobi City County. The findings are also
supported by Muema (2014) who observed that supply chain collaboration management practice,
demand forecasting management practice, customer service management practice and information
communication technology management practice are supply chain management practices that improves
company’s supply chain performance.

8.10  Multiple Regression analysis of coefficients of supply chain collaboration, customer
service management, demand forecasting management, and information
communication technology as the predictors

Unstandardized coefficients Standardized
coefficients
B Std. Error Beta
(Constant) 2.202 382
Supply chain collaboration .068 .090 .070
Customer service management .010 .068 .01
Demand forecasting management .165 .061 232
Information communication .287 .068 .415

technology

Theresults presented in table above present the fitness of the regression model in explaining the
study phenomena. Supply chain collaboration, customer service management, demand forecasting
management and information communication technology were found to be satisfactory variables in
influencing the performance of oil supplying companies in Nairobi City County. This is supported by
coefficient of determination also known as the adjusted R square of 34.8%. This means that Supply chain
collaboration, customer service management, demand forecasting management and information
communication technology explain 34.8% of the variations in the dependent variable which is
performance of oil supplying companies in Nairobi City County. The results showed that the regression
model used to link the relationship of the variables was satisfactory.

Table above provides the results on the analysis of variance (ANOVA). The results indicate that
the overall model was statistically significant as supported by a p value of 0.000. This was supported by
an F statistic of 17.274 and the reported p value of 0.000 which was less than the conventional probability
of 0.05 significance level. The results showed that supply chain collaboration, customer service
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management, demand forecasting management and information communication technology are good
predictors of companies’ performance.

Regression of coefficients results in table above shows that supply chain collaboration has a
positive and significant influence on performance of oil supplying companies in Nairobi city county
whereby r=0.70, and p=0.450. The table also shows that customer service management has a positive
and significant influence on performance of oil supplying companies in Nairobi city county whereby
r=0.011, and p=0.888. The table above also shows that demand forecasting management has a positive
and significant influence on performance of oil supplying companies in Nairobi city county whereby
r=0.232, and p=0.008. Table above also shows that information communication technology has a positive
and significant influence on the performance of oil supplying companies in Nairobi city county whereby
r=0.415,and p = 0.000. In conclusion, supply chain collaboration was found to have the highest positive
and significant influence on performance of oil supplying companies in Nairobi city county with value of
r=0.70, and p=0.450. Therefore, the overall regression results showed that there is a positive and
significant relationship between supply chain management practices and performance of the oil
supplying companies in Nairobi City County. As such, a proper implementation of supply chain
management practices leads to improvement in performance of oil supplying companies in Nairobi City
County.

The optimal model was;

Y = Bo+B1X1+2X2+B3X3+P4X4+€

Oil supplying companies’ performance =2.202 +0.068X1 +0.10X2 +0.165X3+0.287X4

Where; Y= oil supplying companies’ performance

Bo = constant

X1 = supply chain collaboration

X2 = customer service management

X3 = demand forecasting management

X4 = information communication technology

8.11  Correlation analysis

The correlation between supply chain management practices and performance of oil supplying
companies was analyzed using Pearson product-moment correlation coefficient as shown in the table
below.

Table 8.1
Pearson product-moment correlations between supply chain management practices on performance of the
oil supplying companies in Nairobi City County.

Variables Supply Customer Demand Information  Supply chain
chain service forecasting communica- performance
collabor- management management tion
ation technology

Supply chain  Pearson 1 302" 397" 592" .405™"

collaboration  Correlat-

ion

Sig. (2- .001 .000 .000 .000
tailed)

N 123 123 123 123 123

Customer Pearson .302" 1 261" 359" 219"

service Correlati

management on

Sig. (2- .001 .004 .000 .015
tailed)
N 123 123 123 123 123

Demand Pearson .397" 261" 1 .496™ 463"

forecasting Correlati

management on
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Sig. (2- .000 .004 .000 .000

tailed)

N 123 123 123 123 123
Information ~ Pearson  .592"" 359" .496™ 1 568"
communicati-  Correlati
on on
technology Sig. (2- .000 .000 .000 .000

tailed)

N 123 123 123 123 123
Supply chain  Pearson  .405™ 219" 463" .568" 1
performance  Correlati

on

Sig. (2- .000 .015 .000 .000

tailed)

N 123 123 123 123 123

** Correlation is significant at the 0.01 level (2-tailed).

Analysis of the correlation between supply chain management practices and performance of oil
supplying companies in Nairobi city county using Pearson product-moment correlation coefficient as
shown in the table above shows that; There was positive correlation between the dependent and the
set of independent variables whereby r is greater than 0.2, and p smaller than .001 in all cases. The
strength of the relationship between the independent variables and the dependent variable varied from
small to large. Supply chain collaboration (r=.405, medium), customer service management (r=.219,
small), demand forecasting management (r=.463, Medium) and information communication technology
(r=.568, large). Who gave the above parameters??? Citation required. The findings obtained concur with
Chima, (2007) who in his study found out that, there was a positive correlation between supply chain
collaboration and performance of oil supplying companies. However, the strength of the relationship
between supply chain collaboration and performance of oil supplying companies in their study was small
(weak) compared to medium (strong) as obtained from this study findings. For customer service
management, the findings obtained concur with the findings of Chima, (2007) who found out that, there
was a small (weak) relationship between customer service management and performance of oil
supplying companies in Nairobi City County. For demand forecasting management, the findings obtained
concur with (Osoro, 2015) who found out that proper demand forecasting management had a positive
large (strong) correlation with performance of oil supplying companies. For information communication
technology, the results obtained concur with (Chima, 2007) who found out that there was strong
(strong) relationship between information communication technology and performance of oil supplying
companies.

8.12  Level of oil supplying companies’ performance

Respondents were asked to show the performance level of their company as show in the table
8.12 below.

Table 8.12
Performance of the oil supplying companies in Nairobi City County.
Frequency Percent Valid Percent Cumulative
Percent

Valid 1%-25% 56 45.5 45.5 45.5
26% - 50% 63 51.2 51.2 96.7
51% - 75% 4 3.3 3.3 100.0
Total 123 100.0 100.0

The findings from the table 8.12 above shows that 45.5% of the respondents said that their
companies’ performance ranges between 1%-25%, 51.2% of the total respondents said that their
companies, performance ranges between 26%-50%, 3.3% of the total respondents said that the companies’
performance ranges between 51%-75% for the year 2019.
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9. Conclusion and policy implications

From the study findings it was clear that supply chain collaboration influences the performance
of the oil supplying companies in Nairobi City County. This can be explained by the regression results
which showed that the influence was positive and significant. The study concluded that, supply chain
collaboration practices in oil supplying companies including information sharing, joint decision making,
joint knowledge creation, and resource sharing influence the performance of the oil supplying companies
in Nairobi City County. Customer service management influence the performance of the oil supplying
companies in Nairobi City County. This can be explained by the regression results which showed that the
influence was positive and significant. The study concluded that, customer service management
practices including understanding customer needs, managing customer relationship by oil supplying
companies offering after sales services, and offering discounts influence the performance of the oil
supplying companies in Nairobi City County. Customer satisfaction is achieved through offering a good
customer service. From the analysis information communication implementation influence the
performance of the oil supplying companies in Nairobi City County. This can be explained by the
regression results which showed that the influence was positive and significant. The study concluded
that, information communication technology implementation through adoption of e-sourcing, e-
procurement, electronic data interchange, and e-payment influence the performance of the oil supplying
companies in Nairobi City County. The study’s general objective was to examine the influence of supply
chain management practices on the performance of the oil supplying companies in Nairobi City County
whereby the oil supplying companies involved were only sampled. It would be important to do aresearch
on the influence employee motivation on the performance of the oil supplying companies in Kenya, so
that the study can research on how the oil supplying companies motivate their employees and they are
usually more close to their customers and they mostly interact with their customers. This will be
important because employee motivation determines how the employees treat their customers as they
are the key source of profit from the volumes of sales made to the respective customers.
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