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ABSTRACT.

The main purpose of the study was to examine the influence of Internal Stakeholder management
onto Procurement performance in NFA with three specific objectives which included examining
the effect of Internal Stakeholder Involvement, Communication and Separation of roles on the
Procurement Performance of NFA respectively. Using a case study design, data was collected
using two methods; a self administered Open ended questionnaire which was designed and
administered to a sample of 155 staff of NFA from different units and departments out of which
132 questionnaires were returned showing an 85.2% response rate and Interviews on three senior
management staff. Validation and reliability tests to were performed on the data and found out
that the data was both valid and reliable for analysis. Both descriptive and inferential statistics
were run to analyze the data where a Pearson correlation analysis under inferential statistics was
used to answer the specific objectives and also went ahead to check the extent to which the
independent variables explained procurement performance using the adjusted R-squared from
regression. The findings revealed that; there was a positive significant effect of Internal
Stakeholder Involvement on procurement performance with the effect being stronger on Quality
of goods and services (0.658) as compared to Timeliness (0.623) and Compliance (0.555) and
that Internal Stakeholder Involvement also accounted for a greater proportion of over 42.9%
changes in Quality of goods and services, there was a positive significant effect of
Communication on Procurement performance with the effect being stronger on quality of goods
and services (0.595) as compared to Timeliness (0.574) and compliance (0.544) and that
Communication accounts for a greater proportion of over 34.9% changes in Timeliness and there
was a significant positive effect of Separation of roles on procurement performance with the
effect being stronger on Timeliness (0.748) and that Separation of roles accounts for a greater
proportion of over 55.6% changes in Timeliness. From the findings, the researcher recommends
that for NFA to improve on its procurement performance, there is need for it to take a critical
review through including its internal stakeholder in all the procurement cycle stages, improve on

Communication and should Separate the roles of its employees.
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CHAPTER ONE

INTRODUCTION

1.1 Background to the study.

1.1.1 Procurement performance.

Public procurement refers to acquisition by purchase, rental, lease, hire purchase, license,

tenancy, franchise, or any other contractual means, of any type of works, services or supplies or

any combination (PPDA Act, 2003).

Since the 1930s, procurement performance has been attracting great attention from practitioners,
academicians and researchers. Procurement performance is considered to be the result of two
elements; effectiveness and efficiency. Procurement performance moves along the lines of
efficiency and effectiveness in the procurement function with the utmost goal being the ability to
achieve a change from reactive to proactive management of procurement (Kakwezi & Nyeko,
2010). Procurement performance forms a vital yardstick for an organization to assess how well it
is progressing towards its predetermined objectives, identifying areas of strengths and
weaknesses and deciding on future initiatives with the goal of how to initiate performance

improvements.

The performance of a country’s procurement system impacts on the ability of the available funds
to pay for the planned target volumes of goods, services or works. On the political side, it’s also
worth noting that procurement performance impacts on the fulfillment of political promises in
the areas of economic and social welfare of the societies they lead. Procurement performance can
also be used as an aid for innovation for instance consumption of new products made out of new
technology or processes thereby helping to establish a conducive environment for the creation of

new markets, in particular in areas of public interest (OECD, 2005).



1.1.2 Internal Stakeholder Management.

Sharma (2008), illustrates how early stakeholder identification and strategic combination of
outreach, communication and involvement methods contribute organization’s success. In most
cases it involves a more planned and implemented scan to identify the various stakeholders and
their unique interests in a particular program. A key example of a properly planned scan is the
vertical scan which starts viewing the contribution of an organization’s senior Management up to
the end users. Knowing the key players at each level of an organization and how each relates to
the program is the first step towards crafting an effective outreach strategy (Sharma,2008; UN
procurement practitioners Handbook, 2006). The key skills that have an impact on the
procurement performance are; interpersonal communication, ability to make decisions, ability to
work in team, analytical, negotiation, customer focus, managing change, influencing and
persuasion, strategic, understanding business conditions. All these have their roots stemming
from how effective internal stakeholders are involved in the procurement activities and how each

performs their role. (Ancarani, Capaldo, Raffab & Zollo, 2003)

In Uganda the need for procurement reforms became urgent because of internal and external
pressure given the fact that the Government was losing huge sums of money in poorly managed
procurement processes that cost the tax payer a lot of money. The procurement reforms that were
recommended in the Uganda-Country Procurement Assessment Report (World Bank,2001) are;
the abolition of the Central Tender Board; enactment of a Procurement Law (Public Procurement
and Disposal of Assets Act); establishment of a policy regulation body, the Public Procurement
and Disposal of Assets Authority; establishment of Contract Committees and Procurement and
Disposal Units in procuring entities; harmonization of central and local government regulations;
incorporation of procurement plans in sector investment programs; preparation of standard
bidding documents, establishment of a procurement cadre in the civil service and restoration of
professionalism in the procurement function. All procurements and disposals handled by public
procuring and disposing entities (PDEs) are governed by the regulations in the PPDA Act
(2003). These regulations specify procurement and disposal procedures that have to be followed
by all persons involved in procurement and disposal processes in order to ensure fairness,
transparency, competitiveness and non-discrimination to all potential providers of goods,

services and works (PPDA Act, 2003).



However, despite the efforts put in place by Uganda, public entities of Uganda have been known
for their poor performance and corruption, resulting from non-adherence to processes and
procedures, poor resource utilization, poor personnel management and training, inadequate
payment and benefits (Kakwezi & Nyeko, 2010). According to the African Peer Review
Mechanism Country Review (APRM) Report on Uganda (2009), non-compliance with the
regulations is so high in Uganda. The same report estimates that more than Uganda Shillings 300
Billion (US Dollars 184) is lost every year due to non-compliance. De Boer and Telgen (1998) as
cited by Gelderman et al., (2006) explain that compliance is a problem not only in the third

world countries but also evident in the countries in the European Union.

When poor procurement performance is mentioned, the focus is on Compliance in terms of
unethical behavior of procurement officers like Corruption, poor resource utilization and
inadequate payments. However, not much focus has been placed on explaining non-compliance
in terms of internal stakeholder management in Uganda despite the fact that each year
compliance reports produced by the Public Procurement and Disposal of Public Assets Authority

report that there is non-compliance attributed to internal stakeholder management.

Since October 2013 NFA has not had a fully constituted Board of Directors which is supposed to
provide strategic guidance to the organization and its management (The Auditor General’s
report, 2014). According to an interview during this study with the IT manager, the organization
has also for the last two years not had internet connectivity; therefore communication with either
public or staff outside the Headquarter offices via that platform has been made ineffective. NFA
also uses centralized procurement where the headquarter procurement and Disposal Unit (PDU)
procures for all departments and field offices (The NFA Financial Management Procedures
Manual), however some of the users are not only located many kilometers away but also with
varying requirements and sometimes not actively involved or totally not involved in
procurements which affect the quality of the output from procurement. The PPDA Audit report
of (2012), rated the Entity’s performance in the Financial year 2009/2010 as moderately
satisfactory with a 30% risk rating but with an improved/ moderate improvement in level of

compliance.



In Uganda, little empirical evidence does exist on the effect of internal stakeholder management
based on the practitioner’s point of view yet many scholars in different countries for instance
Sharma (2008), UN procurement practitioners Handbook (2006) and Ancarani et al, (2003) have

found the effect of internal stakeholder management vital in the procurement process.

1.2 Problem Statement.

Public procurement has undergone various reforms right from the early 1960°s with the sole aim
of improving service delivery to the end users. In Uganda the emphasis of the PPDA Act (2003)
is on streamlining procurement practices but there have been a lot of complaints about the failure
by procurement to deliver the promised benefits especially in public sector. According to the
PPDA Audit report (2012), NFA’s performance in the Financial year 2009/2010 was rated as
moderately satisfactory with a 30% risk rating but with moderate improvement in level of
compliance. In addition, NFA has for the last two years not had internet connectivity which has
affected the communication with either public or staff outside the Headquarter offices. It also
uses centralized procurement where the headquarter procurement and Disposal Unit (PDU)
procures for all departments and field offices which are not only located many kilometers away
but also with varying requirements and sometimes not actively involved or totally not involved

in procurements which has affected the quality of the output from procurement.

Therefore, it’s on this basis that this research empirically examined the effect of stakeholder
involvement, communication and Separation of roles on the procurement performance in NFA. It
is hoped that this study may provide liable results that can be used by policy makers among

others to improve on procurement performance in NFA.

1.3 Purpose of study.

To examine the effect of internal stakeholder management on procurement Performance in
Statutory Authorities

1.3.1 Specific objectives

i.  To examine the effect of Internal Stakeholder Involvement on Procurement performance.
ii.  To establish the effect of Communication on Procurement performance.

iii.  To assess the effect of separation of stakeholder roles on Procurement performance.



1.4 Research questions

i.  What effect does Internal Stakeholder Involvement have on Procurement performance?
ii.  What is the effect of Communication on Procurement performance?

iil.  What is the effect of separation of roles on procurement performance?

1.5 Scope of the study.

The study focused on the effect of internal stakeholder management on procurement
Performance in Statutory Authorities, a case of NFA, Kampala. The study was limited to internal

stakeholder management in NFA.
1.6 Significance of the study

This study established the effect of internal stakeholder management on the procurement
performance of NFA. The findings from this study shall be of help to NFA, PPDA, other

interested stakeholders and they may be useful as reference materials guiding future studies.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction.

This chapter covered a review of theories, conceptual frame work and previous scholarly and
academic work concerning the effect of Internal Stakeholder involvement, Communication and

Separation of stake holder roles on procurement performance.

2.2 Theoretical frame work.

This section covers a theoretical frame work which is guided by the theory of Principal agent

theory, the General System’s theory and Instrumental stakeholder theory.
2.2.1 Principal -Agent theory.

There is no single and universally agreed definition of “institution” or “institutional theory”.
According to Scott (2004), institutions are composed of cultural-cognitive and regulative
elements that, together with associated activities and resources give meaning to life. The author
explains the three pillars of institutions as regulatory, normative and cultural cognitive. The
regulatory pillar emphasizes the use of rules, laws and sanctions as enforcement mechanism,
with expedience as basis for compliance. The normative pillar refers to norms (how things
should be done) and values (the preferred or desirable), social obligation being the basis of
compliance. The cultural-cognitive pillar rests on shared understanding (common beliefs,
symbols, shared understanding). In Uganda, public procurement is guided by the PPDA Act (2003),
regulations and guidelines which include Clear identification of the procurement staff’s roles and
responsibilities for the program, including a Sustainable Procurement Champion, with support
and influence at the senior management level and Ensuring that key performance indicators and
targets associated with sustainability performance/impact have been shared and agreed upon with

suppliers which are from time to time issued by the PPDA Authority only and which must be



complied with to the latter by all PDEs and providers. Hence, this theory becomes relevant for
the study as it highlights the need for Separation of staff roles and effective communication in

procurement performance.
2.2.2 The General Systems Theory.

The most widely employed conceptual framework in the policy sciences is the systems model
(Easton, 1953;1965; Dye 1966), which may be seen as an application of general system theory
(von Bertalanffy, 1968) to public policy. For many social science applications, this model is
referred to as an “open systems” model, which reflects the idea that all elements of the model are
open to influences from the external environment. Thus, outputs and feedback are functions not
only of the conversion element, but of other environmental factors as well. The theory becomes

relevant for the study as it highlights the need for communication in procurement performance.
2.2.3 Instrumental stakeholder theory.

Instrumental stakeholder theory holds that stakeholders and managers interact and their
relationship is contingent upon the nature, quality and characteristics of their interaction
(Donaldson and Preston, 1995). In this view, the identification of stakeholders is more concerned
with their instrumentality, agency capacity, or being vectors of influence. This implies a need for
negotiation, and expected reactions ranging from standoff to mutual adjustment, depending on
such intermediate variables such as trust and commitment, and motivational forces (being
harmonized or in conflict) (Walker et al, 2007). Borrowing from the concept of Lean
Procurement, the key success factor is to involve relevant stakeholders be it employees or
suppliers. This may involve identifying hidden cost drivers and waste by applying Lean thinking
and Lean principles and practices internally (Bravo Solution). Organizations can no longer
choose if they want to engage with stakeholders or not; the only decision they need to take is
when and how successfully to engage them (Jeffery, 2009). What becomes clear is that
‘legitimate and valid’ stakeholders need to be identified and their power and influence mapped
so that their potential impact on projects can be better understood. Appropriate strategies can
then be formulated and enacted to maximize a stakeholder’s positive influence and minimize any
negative influence (Walker et al, 2007). The theory becomes relevant for the study as it

highlights the need for Internal Stakeholder involvement in procurement performance.



2.3 Conceptual literature Review.

This section mainly focuses on the effect of Internal Stakeholder management and how its
indicators (Stakeholder involvement, Communication, Separation of roles) affect procurement

performance.

2.3.1 Internal Stakeholder Management.

Organizational stakeholders include groups and individuals who benefit from or are affected by
and whose rights are violated or respected by its actions. Stakes require action of a certain sort
and conflicting stakes require appropriate method of resolution. Stakeholders’ interests are
reciprocal since each can affect the other in terms of harms and benefits as well as rights and
duties (Freeman, 2001). Cleland (1995), recognized the need to develop an organizational
structure of stakeholders through understanding each stakeholder’s interests, and negotiating

both individually and collectively to define the best way to manage stakeholder needs and wants.

The idea on the importance of stakeholder management was introduced by R Edward Freeman in
1984 and ever since concern for stakeholders has grown in recognition majorly as an ethical
management feature. Stakeholder management was developed because of the numerous groups
and relationships which often created a shift in the strategic trend. Consideration of stakeholders’
interest such as employees, customers, suppliers, and the community, as well as shareholders and
other investors must be made whenever managers are in the decision making spheres of
organizations (Boatright, 2006; Freeman, 2001). Boatright further emphasizes that the obligation
to serve all stakeholder interests, as often referred to as “stakeholder management” is comparable

to the standard form of corporate governance, in which shareholder interests are primary.

A successful corporation must be in position to effectively manage its relations with all
stakeholder groups much as this may not obviously imply satisfying the individual wishes but
rather considering them amply to gain their support and cooperation. He adds that the manager’s
role is not merely to coordinate the contribution of the various stakeholders, but to inspire them
to put forth their best efforts in a joint effort to create valuable products and services. Any firm

that neglects its stakeholders or, worse alienates them is doomed to failure (Boatright, 2006).



Whilst dealing with stakeholders, organizations need not overlook the requirement to abide by
the prevailing industrial ethical code of conduct including not only those that are owed to
everyone, such as honesty and respect, but also the obligations to abide by agreements or
contracts made with a firm. In most countries, basic moral obligations concerning the treatment
of employees, customers, and other parties as well as agreements and contracts are codified in

laws that constitute the legal framework of business (Boatright, 2006).

Based on the view of Freeman & McVea (2001), the momentum behind stakeholder
management was aimed at building a framework that was responsive to the concerns of
managers who were being buffeted by unprecedented levels of environmental turbulence and
change. Traditional strategy frameworks were neither helping managers develop new strategic
directions nor were they helping them understand how to create new opportunities in the midst of
so much change. The need for a new conceptual framework to overcome the challenges came in
form of the “stakeholder approach”. Freeman wrote on the inconsistence of the then prevailing
theories in relation to both the quantity and kinds of change that were occurring in the business

environment of the 1980’s.

While the stakeholder framework had roots in a number of academic fields, its heart lay in the
clinical studies of management practitioners that were carried out several years through the
Busch Center, the Wharton Applied Research Center, and the Managerial and Behavioral

Science Center, all at The Wharton School, University of Pennsylvania by a host of researchers.

While the 1980°s provided an environment that demonstrated the power of a stakeholder
approach, the idea was not entirely new. The use of the term stakeholder grew out of the
pioneering work at Stanford Research Institute (now SRI International) in the 1960’s. SRI’s
work, in turn, was heavily influenced by concepts that were developed in the planning
department of Lockheed and these ideas were further developed through the work of Igor Ansoff

and Robert Stewart. I'rom the start the stakeholder approach grew out of management practice.

It is of paramount importance to ensure the active participation of all internal key stakeholders,
throughout the procurement lifecycle. In particular the users of the service, technical experts and
legal advisors should be involved and an early dialogue between these stakeholders is essential

(European Commission, 2007).



2.3.2 The effect of Stakeholder involvement on procurement performance.

Stakeholders are anyone who have an interest in procurement activities delivering actual or
perceived objectives. They can include development partners, clients, end-users, civil society,
senior management, finance, technical experts. The PPDA Act and Regulations categorize the
stakeholders as; User departments, Accounting Officer, The Authority (PPDA), Procurement and
Disposal Unit, Contracts Committee, Evaluation Committee, and Negotiation Committee

(Adhoc). The role of each stakeholder is contained in sections 26 to 37 of the PPDA Act 2003.

According to the UN, all organizations involved in procurement act as custodians of the public
funds with the overall responsibility of using the funds correctly to serve the interest the various
stakeholders. However, it is also important to identify the interests and relative importance of
each stakeholder however varied they may be notwithstanding the fact that sometimes their
interests can be in conflict or competition with each other. (UN procurement practitioners
Handbook, 2006). The UN notes the dare need for procurement personnel to build develop a
collaborative, but focused relationship with key stakeholders. This includes listening to their
concerns and ideas, secking their agreement where necessary, keeping them informed,
challenging their needs and wants, and adapting to their needs where necessary without
compromising the interests of the organization both in terms of its regulative and procedural
framework. (UN procurement practitioners Handbook, 2006). A complimenting argument is that
of the World Bank where it is argued that a good procurement system that features transparency,
accountability, and stakeholder participation can be a practical tool for carrying out effective
governance reforms and that the capacity of all stakeholders is among the key factors that
influence the success and implementation of reforms in terms of the governance and legal

framework for public procurement (The World Bank, 2012).

Important to note is the fact that neglecting to engage key stakeholders early and often is one of
the most common points of failure of supply management initiatives (Sharma, 2008). Sometimes
it is also challenging to get the buy-in and active participation from various stakeholders in
pursuing enterprise-wide operations including some procurement stages (Sharma, 2008; Ambe,
2012). However, it’s surprising to find a large disconnects between procurement and the people
within the organization who hold the real subject matter expertise about the item being procured

(Sharma, 2008). It’s also true that so many times there is an assumption on the procurement side
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that they understand their customers’ needs contrary to the fact that needs vary and keep
changing from one customer to another from time to time (Sharma, 2008). Its good practice to
develop a collaborative but focused relationship with the key stakeholders including; listening to
their concerns, ideas, seeking their consent / agreement where necessary, keeping them informed,
challenging their needs and wants and adapting to their needs where necessary, however this
should not be at the compromise of the regulative and procedural framework (UN Procurement

Practitioners Handbook, 2006).

For an organization to be truly effective, every single part of it be it department, activity or
person at each level must work together since they affect and are affected by each other. Within
the public sector, there are goods and services of a similar type used by more than one
department within the entity. Often there is the additional issue of technical or other complexity
where procurement expertise alone cannot compensate for users’ difficulty in specifying and
agreeing upon common standards and technical requirements within the undertakings
(McClelland CBE, 2006; Johnston, 2008). McClelland goes further to report that in some
organizations User Groups have been formed to facilitate agreement on common standards and
to provide more intelligent technical input to Procurement. However, any weakness in users’
capability to specify their requirements and also the absence of standard requirements within a

public body undermines effective procurement (McClelland CBE, 2006)

Involving the users in the procurement process helps to get a clear definition of requirements and
facilitates successful implementation and quality of the final product (European Commission,
2007). From a research on tenders in the Netherlands, International research shows that an active
lead customer results in more successful innovations in a procurement process similarly
illustrates how early stakeholder identification and strategic combination of outreach,
communication and involvement methods contribute to the organization’s success (Putten, 2011;
Sharma, 2008). In most cases it involves a more planned and implemented scan to identify the
various stakeholders and their unique interests in a particular program (Sharma, 2008; UN
procurement practitioners Handbook, 2006). A key example of a properly planned scan is the
vertical scan which starts viewing the contribution of an organization’s senior Management up to

the end users on the other hand knowing the key players at each level of an organization and how
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each relates to the program is the first step towards crafting an effective outreach strategy
(Sharma, 2008).

The European Commission agitates for the early involvement of all stakeholders particularly
those poised to take up contract management positions to have their input into the specification
of requirements if success is to be registered in the implementation and execution of the contract.
The role of the contract managers is ensuring that the key performance outputs are met by the
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