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Abstract- This paper is part of a study that soughtto establish
factors that affect effectiveness of the procuremerprocess in
water companies. The particular factors identified were
documentation, electronic procurement, staff trainng, and
government policy and procurement ethics. The resechers
adopted a descriptive research design. The analysisvolved
primary data obtained through questionnaires, inteviews and
secondary data which was obtained from relevant jounals and
books. The study was based on Embu Water and Saniitan

Company, a leading water company whose core busires to
provide clean drinking water in Embu County and itsenvirons.
It was evident from the findings that EWASCO procurement
process was not — effective as indicated by 88 pernt of the
responses. It was also found that the firm had naaff training

on policy of the process with majority of the staffinvolved in
procurement just relying on seminar trainings to run the
procurement unit. The paper proposes that an ethidabased
and effective procurement process can be built onhe
regulatory, corporate and functional legal framewok for the

benefit of all stakeholders in the water sector. Té findings
from the research confirmed the need to establishraining

programs as well as maintaining high organizationalculture
through strong codes of ethics. Overall there washé felt need
to distribute and train personnel on the Public Pr@urement
and Disposal Act policies and procedures. This styd
contributes to our knowledge on procurement processby
presenting the key role of ethics on effective practement
process through personnel training on public procuement
policies and procedures more so ethical regulations
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1. Introduction

The history of the water and sanitation sector anya is
characterized by institutional fragmentation thad Ito
numerous inefficiencies and by subsequent attenapts
reforms.
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The Kenyan water sector underwent far-reachingrmego
through the Water Act No. 8 of 2002. Previouslyvaar
provision had been the responsibility of a singlatibhal
Water Conservation and Pipeline Corporation as albf a
few local utilities established since 1996. Afthe tpassage
of the act service provision was gradually decdiatrd to
117 Water Service Providers (WSPs). These aredinée8
regional Water Services Boards (WSBs) in chargasset
management through Service Provision Agreementdg5P
The Act also created a national regulatory boardten
Services Regulatory Board (WASREB) that carries out
performance benchmarking and is in charge of appgov
SPAs and tariff adjustments while the Ministry of&r and
Irrigation is charged with policies for water supgind the
Ministry of Public Health and Sanitation in chargé
policies for sanitation.

The quality of service of WSPs is closely monitolsdthe
Water Services Regulatory Board with the aim ofhpoting
comparative competition and performance improvement
Some of the most important indicators of servicaligy are
water quality, continuity of water supply and wasaer
treatment. However, water supply and sanitatiokenya is
characterized by low levels of access, in particidaurban
slums and in rural areas, as well as poor serviegity in
the form of intermittent water supply. Only 9 out 55
water service providers in Kenya provide continuauaser
supply. Seasonal and regional water scarcity ekates the
difficulty to improve water supply.

11 Statement of the Problem

Public procurement means the process of acquircayig
works and services by government procuring entifidse
process includes purchasing, hiring, leasing or ather
contractual means of engaging suppliers in promisid
public services to the public. The public procuramgoals
include; satisfying the customer in terms of cgsility and
in timely manner, minimizing administrative opengfi
costs, conducting business with integrity, fairnessd
openness and fulfilling public objectives. [13] estthat
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eeffective application of procurement ethics is ajan
challenge facing many organizations around the egldihne
level of application of procurement ethics has based as a
measure of the state of organization corporate émeaigd
corporate social responsibility practices hencepbuphain
management ethics is nowadays considered a cdw fac
business success. Low level of procurement reguisti
compliance by government ministries and lack oéetfre
enforcement of regulations implementation by the
government encourages cases of unethical procutemen
practices in Kenya.

The rise of supply chain management and procuretinent
Kenya is associated to a number of unethical basine
practices that violates codes of conduct. For imtstawvhen
tendering processes is not executed in a transpar@mer,
then suppliers may have chances and vantagesitit ol
consideration by advancing bribes and other forris o
corruption. Transparency, fair treatment in biddiagd
awards of tenders, accountability and responsibiehasing
and supply have a positive implication on procureme
processes in any organization and could thus restdt
increased performance and delivery. This is notsipies
without employing ethical theories.

According to [13] compliance with the formal elerten
gives an indication of knowledge of the rules. Rrement
managers will comply with the rules if they peraeithem
as clear. Lack of clarity increases the possibditifor
procurement regulations noncompliance. Lack of fianity
with procurement rules results into poor compliafeeels
and this leads to inefficiency which negatively eats
organisations performance. In the year 2005, bethee
enactment of the Public Procurement and Dispoda2@@5
an independent procurement review was carried anotly
by Kenya and European Union. Several critical proid
were identified with the 2001 regulations. Amonge th
limitations were weak oversight institutions, laokf
transparency, poor linkages between procurements an
expenditures, delays and inefficiencies and poaonk
management. All this deals with ethical practicasthe
process.

The Public Procurement and Disposal Act 2005 addi@s
strategic objective of public procurement through
establishment of procedures for efficient publioqurement
and for the disposal of unserviceable, obsoleteswplus
stores, assets and equipment by public entitiesorsing to
Kenya gazette supplement No. 77(Acts No 3) [12k of
the key objectives of the act is to maximize ecop@and
efficiency. Since the launch of the procurement, aat
January 2005 a lot of reorganization in the waycprement
is done has been implemented. The intention has bee
bring efficiency, effectiveness, economy and faime
through the procurement process.

Embu Water and Sanitation Company (EWASCO) being a
Public entity, fully owned by the County of Embuthus
guided by all the government policies on procuremen

procedures. The company developed a service cherter
february 2010 with an aim of improving customers’
satisfaction and reducing operating cost througkféactive
procurement process that ensures quality servides a
minimum cost possible. However the benefits of ¢hase
yet to be realized as the number of complaints frgar
departments on delays in deliveries, poor qualéljvdries

of materials, long processes of control in issulngral
Purchase Orders (LPO), numerous low purchasesnigadi
unconsolidated invoices from vendors as indicatedhie
Internal Auditors report 2008/2009 financial yedrus the
study sought to establish the effect of ethics ffectveness

of procurement process since many enterprises drthm
world are unaware of how supply chain managemedt an
procurement ethics and compliance programs cantheip
avoid costly operation hitches and brand damagerdsallts
from supply chain scandals.

1.2 Objectives of the Study

The paper seeks to establish whether EWASCO
procurement process is operated within the stipdlathical
frameworks (Statutory regulations, corporate amttional
ethical frameworks) and what is the effect of ethim the
effectiveness of the procurement process.

2. Literature Review

2.1 Theoretical Review

[15] Identifies two major kinds of ethical theories
teleological and deontological ethical theoriesledmgical
theories are interested in consequences, whiletdiegical
theories are interested in duty.

2.1.1 Teleological Theories- Utilitarianism

According to utilitarianism, actions should be exdéd by
their consequences. According to Jeremy Benthara, th
founder of classical utilitarianism, the theoryhased on
understanding of human nature since human beingsyal
try to avoid pains and seek pleasures. It is basedtility
principle, “The greatest good for the greatest neimbf
people”. According to utilitarianism;” an actios right
from an ethical point of view if and only if therautotal of
utilities produced by that act is greater thanghm total of
utilities produced by any other act the agent coudde
performed in its place” [16].

2.1.2 Deontological Theories- Kantian Ethics
Deontological theories of ethics are different fratititarian
theories of ethics. According to deontological thes
although the consequences of an act is good, sotaeaee
always wrong. In deontological theories actions jadged
as ethical or unethical based on duty or the ifgastof an
actor. Kant's ethical theory includes duty for theke of
duty without regard to human happiness. Kant diessri
duty as “the action which is objectively practieacording
to this law and duty [5]. Deontological approaclpiacticed
by companies that follow legal and generally acegphoral
norms. They tend to follow codes of ethics andtéravoid
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improper behaviors. The study emphasized on thisgoay

of ethics for EWASCO has a customer charter which
constitutes value statements on the services éroffo its
customers The service charter is derived from statutory
regulations.

2.1.3 Virtue Ethics and Care Ethics

Virtue ethics focuses on the nature of the actieig@n. This
actor should base his actions on the right virtis.the
central theme in virtue ethics is shaping people morally
good and responsible creatures. Virtue ethics tbera
similar to duty ethics. But whereas duty ethichased on
certain rules/norms, virtue ethics is based oragestirtues.
Care ethics emphasizes that the development oflsnawa
not caused by learning moral principles. Insteadpfe
should learn norms and values in specific conteRg.
contacting other people, and by placing yourselfthgir
shoes, you should learn what is good or bad atrgcplar
time. The solution of moral problems must always be
focused on maintaining the relationships betweeplge So
the connectedness of people is the key.

2.2 Conceptual Framework

The conceptual framework shown below which guidad t
study was aimed at providing a concise understgnthiat
the research revolved around the relation betweden t
independent variables of documentation, staff tnginE-
procurement, government policy and procurementcsthi
against the dependent variable of the effectiveymement
process.

~

Government Policy

~| Effective Procurement

Organisational Proces

Ethical Codes

y ource (Author, 2012)
j//

The study findings revealed a positive relationghéween
the independent variables and dependent variable

2.2.1  Government Policy

Government procurement policy establishes the jplies
for government’s requisition of property and seegicThe
public procurement and disposal act, 2005 stipsldte
following principles under which public procuremestiould
be based on; value for money, efficient, effectinel ethical
use of resources, accountability and transparevialue for
money is the most the core principle underpinning
government. This means government officials needéo
satisfied that the best possible outcome has bekieved
taking into account all relevant cost benefits aver whole
of the procurement cycle. This provides the achiexet of
value for money by providing practical informatiam

managing procurement processes that lead to agencie
entering into purchasing agreement with suppliers.

A record of the procurement process should be eteand
maintained for a minimum period of six years. This
facilitates scrutiny of factors and principles thatormed
certain decisions. The appropriate mix and level of
documentation depends on the nature and risk profithe
procurement process being undertaken [15]. [1vipreed
the role of central government procurement in itlet lof its
objectives for efficiency, modernization and
competitiveness in the short and medium term. Hadoout
that government departments were not communicatielty
with each other hence inconsistency and ineffigieit
procurement activities.

2.2.2 Procurement Ethics

Ethics are the guidelines or rules of conduct byctviwe
aim to live on. Organizations like individuals hagthical
standards and frequently ethical codes. The ethtealdards
of an organization are judged by its actions ardattions
of its employees, not by pious statements of inpemtout in
its name. The pressures which the marketplace sexart
purchasing departments and on individual buyersemak
essential that top management, purchasing and ysuppl
managers, buyers and all other members of the promnt
system recognize and understand both professiandl
ethical standards required in performance of tthefres.

[7] emphasizes on procurement ethics being impbritan
procurement for the following reasons: procuremsaffs

are the representatives of their organization ialidg with

suppliers, sound ethical conduct in dealing witppdiers is

essential to the creation of long-term relationshémd the
establishment of supplier good will, it is impodsito claim

professional status for procurement without refeeeto a
consideration of its ethical aspects.

According to [6] there is a belief that the indiva has
somehow lost the will to act ethically. Solutiorend to
center on the need to indoctrinate students froametirliest
ages through college, in the finer points of thaiic and
ethical responsibilities. In virtually every casehen a
company improved quality ethics also improved. &thi
standards are a person’s basis for differentiatigigt from
wrong. Leaders and their key associates, play kég in
shaping and defining the ethical standards thatornec
absorbed into and shape the culture of the orgamizthey
lead. This emphasizes on the need for training on
procurement ethics.

2.2.3 Effective Procurement Process

According to [7] apart from pre-purchase activitmsh as
participation in the design and budget decisiond, a
purchasing falls into three main phases The natifin
phase; the notification of the needs to purcha&ngsually

in either as requisition from the stores or ttwels control
unit or a bill of materials issued by the drawirffjce. The
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ordering phase; On receipt of the requisition, theyer
checks for accuracy, conformity to any standard
specification and with purchase record to ensuretkdr
they have been previously purchased from a satisfac
source and the prices were acceptable, a repeat iy be
issued. However, in the public procurement,
relationship, with previous suppliers is not coesatl and
the process.

the

Effectiveness is the ability of a person, functiam
organization to accomplish a given goal, purposmigsion
while efficiency is the ability of person, functioor an
organization to maximize productivity with the leasnount

of effort, time money or other resources [7]. Effeeness is
considered as the means of doing the right thingredms
efficiency means doing things right. Consequently,
effectiveness and efficiency are not always synasysn
since it is possible to purchase effectively, faample, so
that the right supplies of the right quality araidable at the
right time. Purchasing may not, however, be effitisince
the supplies are not purchased at the right pr@&mme
indicators of an effective procurement process uidbe]
acquisition of excellence comprisingpter alia, quality
assurance systems and communication of qualitydatds,
increased professionalism of procurement staff amel
development of cross functional teams, the degrée o
internal customer satisfaction with procurementises and
supplier management, including a reduced supplaseb
supplier development and long term collaborative
relationships.

The Public Procurement and disposal Act addresses
effectiveness in the public procurement processuiin;
structuring public procurement through Public Preooent
Oversight Authority (PPOA) and other regulating lesd
and Public Procuring Entities (PPEs). PPOA is obdngith
monitoring public procurement, implementation and
operations of public procurement system, public
procurement policy, registration of contractors viorks,
goods and services; administrative review of prement
proceedings. The Act, advocates for the PPEs tstdféed
with procurement professionals, compliance with dut,
use of open tendering and alternative methods,
specifications of requirements, proper documentatio
inspections and audits relating to contracts touens
compliance and prequalification of suppliers. Ahist
promote ethical practices along the procurementge®

224
Process
According to [7] effectiveness of the procuremerttaess is
measured through achievement of key performance
parameters notably: the timeliness, quality andntjtyaof

the purchase. [7] identified some of the indicatof an
effective procurement process as; acquisition akbance
comprising quality assurance systems and commuamicat
quality standards, increased professionalism ofymement
staff and the development of cross functional teaths
degree of internal customer satisfaction with prement

Measurement of Effectiveness of Procurement

services and supplier management, including a estluc
supplier base, supplier development and long term
collaborative relationships.

3 Research Methodology

3.1 Research Design

The study adopts a descriptive design which empéasin
quality in the collection and analysis of data BWWASCO
was selected based on convenience, accessibility an
willingness of the organization to take part in stady of
this nature. The total population of the departrmevas 168
according to the human resource department.

3.2 Sampling Design

[7] argues that if well chosen, samples of at |d@8t of a
population can often give good reliability. Thisudy,
however, used 24% of the target population. A sansge
of 40 comprising of representation of managemeamte
Section Heads and Staff involved in procurementtiviwas
selected through purposive sampling. Purposive Bagp
provided the researchers the opportunity to sangplly
people involved directly with the procurement pregce

3.3 Data Collection Instruments

Questionnaire and interview schedules were useambltect
data. The interview schedule contained guiding tjes
for the researchers to guide the data collectioocgss.
Primary data was collected using semi structured
questionnaires with open ended and closed endestigne

It was then analyzed using content analysis andrijdise
statistics.

3.4 Data Analysis

Both qualitative and quantitative methods were used
analyze data. Descriptive statistics such as tables
percentages and frequencies were used to reptbgedéata.
Qualitative data from open questions was presentgdose
form. Content analysis also enabled the researchers
discover and describe the focus of individual, @rou
institutional, or social attention (Webber, 199)allowed
inferences to be made which can be corroborated) ugher
methods of data collection.

4 Results and Discussions

4.1 Response Rate

88% response rate was achieved in this study sintef
the forty questionnaires we issued, thirty eightrave
returned, three were declared non responsive oy tere
not dully filled.

4.2 Background Information
It was important to find out the demographic infatian of
the respondents and establish the general awarehdke
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procurement process among the respondents. 57%eof t
respondents were male while 43 % of the respondeeits
female. From the sampled population, it is cleat tthe
proportion of the male was higher than their female
counterparts. The mean age of the respondents Qvgsa3s.

79.9 % of the respondents had a college diplomkwer

level of education indicating perhaps water comgardo

not place great emphasis on the qualification aofirth
employees.

66% of the respondents had worked with EWASCO
between 6 — 10 years. These findings on the pevidted
when considered with the findings that 77 perceinthe
respondents had Diploma level education or lesdiés@
greater dependence by Water companies on experience
rather than formal qualification and training.

4.3 Familiarity with procurement Process

86 % of the respondents agreed to be familiar thighterm
procurement process while only 14 % seemed noteto b
familiar with the term. This indicates that most thfe
respondents chosen were directly involved in
procurement process.

the

4.4 Respondents’ Rating of EWASCO Procurement
Process

80 % of the respondents rated the company’s proweme
process as being not effective, 11 percent ratedsit
effective while 3 percent rated it as being verfeetfve. Six
percent of the respondents were undecided. Thad:ds
indicate there were factors that were affecting the
effectiveness of the procurement process and hieackng

to it being ineffective as noted by the 80 percehthe
respondents.

4.5 Effects of Government Policy on Procurement
Process

The researchers intedent to establish whether EWAB&
implemented the government policy on procuremert{u
Procurement and Disposal Act, 2005, the regulafRis
and the procurement manual) and if so what weee th
effects on its procudrement process. 51.4 % of the
respondents strongly agreed with 34.3 % disagregd w
implementation of the procurement policy. Thesalifigs
can be attributed to the failure by the companjhdve a
training policy on procurement process. 57.2% oé th
respondents disagreed or strongly disagreed wh&adas
whether the policies makes the procurement protess
costly. Majority of the respondents felt that theqedures
stipulated in the Act and Regulations are time oariag
and prone to misuse and this was strongly suppdtes’.2
percent of the respondents disagreeing that theigeleads

to less time consuming of the process.

4.6 Effects of Procurement Ethics on Procurement
Process
Information concerning procurement ethics gaveua Iprint
on how the procurement process was being conduthed.
responses were based on the objective of EWASC@had
procurement code of ethics and its effect on tloegss
timeliness, quality, cost of purchase and suggestim
improving it.

99 percent of the respondents pointed out thafithrehad

no code of procurement ethics. This findings angpsuted

by the results that the firm had no training polimy the
procurement process and poor implementation of the
government policy as discussed earlier.

Despite EWASCO having no procurement code of ethics
85.7 percent of the respondents strongly beliefedde of
ethics would lead to quality purchase and less tohéhe
procurement process. When asked whether the proemte
code of ethics making the process less costly pértent
strongly agreed. Majority of the respondents appted the
need for a procurement code of ethics as a remé¢ody
malpractises in the process.

5. Conclusions

The water sector has become highly competitive, dued
industry therefore focuses a lot on principlesféi€iency of

procurement process. But this research shows ¢indbiiig

term efficiency and effectiveness it is recommendeat

competency be built on the ethical code of condtiatater

companies. The research brings us to the conclualsairthe

more ethical the practices the companies are, ¢fterbthe
effectiveness of the procurement process and hémee
more customers will be satisfied. Furthermore [$}eats
that companies that adhere to a strong ethics ypaie

likely to enjoy a long-term competitive advantage.

Despite the firm implementing the government polmy
procurement, its full adoption is a challenge sittee firm
lacks the capacity to do so. Lack of a procurenethics
training policy is enough proof since all the e#tipractices

are just mere guess work. The firm does not have a
procurement code of ethics despite the respondents
suggesting that a procurement code of ethics wasdist in
minimizing procurement malpractice among the staff
involved in procurement. There is to set a proc@nencode

of ethics and train or circulate among the stafasaurture

a culture of integrity.

The researchers recommend that there is need for
establishment a procurement training policy andecod
ethics. This will provide the staff involved in thpocess
with the much needed knowledge and guidance. Tdie of
procurement professional in water companies in lkemged

to be established especially now when the watetosés
facing accusations of procurement malpractices and
procurement in efficiencies at high levels.
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