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Abstract: This paper sought to establish the influence of distribution channels in multi-echelon supply chain on performance of the
manufacturing companies in Kenya. Despite the merit surrounding the large manufacturing firms in Kenya, the performance of most of
the firms has been declining over the recent past. While the decline of most of these companies have been blamed on factors such as
poor management and increased competition, poor distribution systems have also been found to be major drivers of poor performance.
The study employed a descriptive research design and targeted 454 large manufacturing companies in Nairobi. Purposive sampling was
used to select 384 supply chain managers in these companies as the units of observation. The primary data was collected using
questionnaires and SPSS was used to analysis the data in form of descriptive and inferential statistics. The study established that
distribution channels had a positive and significant effect on supply chain performance of large manufacturing firms in Kenya. It was
therefore concluded that the performance of the large manufacturing firms is highly dependent on the effectiveness of the distribution
channels adopted as an aspect of distribution systems management. The study therefore recommended that there is need for large
manufacturing companies to focus on enhancing the effectiveness of distribution channels and properly integrating them in order to

enhance supply chain performance.
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1. Introduction

Distribution channel consists of a group of individuals or
organizations that assist in getting the product to the right
place at the right time. Distribution plays a vital role,
primarily because it ultimately affects the sales turn over and
profit margins of the organization. If the product can not
reach its chosen destination at the appropriate time, then it
can erode competitive advantage and customer retention.
Most producers use intermediaries to bring their products to
market. According to Flynn, Huoand Zhao (2010), they use
a set of interdependent organizations in the process of
making a product or service available for use or
consumption by the consumer or business user. This process
is what has been known as distribution channel. Kalubanga,
Tumwebaze and Kakwezi (2012) noted that, distribution
describes all the logistics involved in delivering a company's
products or services to the right place, at the right time, for
the lowest cost. In the unending efforts to realize these goals,
the channel of distribution selected by a business play a vital
role in this process. Well-chosen channel constitute a
significant competitive advantage, while poorly conceived
or chosen channel can doom even a superior product or
service to failure in the market. Effective distribution
provides customers with convenience in the form of
availability (what, where, when-the right product, at the
right place, at the right time), access (customers' awareness
of the availability and authorization to purchase), and
support (e.g. pre-sales advice, sales promotion and
merchandising, post-service repairs).

The three major distribution approaches include the
intensive distribution, selective distribution and exclusive
distribution. Intensive distribution means that as may

available outlets as possible hold this product, e.g. chocolate,
newspapers, bread, etc. Intensive distribution will mean
convenience to the customer and increase customer
satisfaction. The sale of groceries in petrol and service
stations is an example of how intensive distribution has
grown (Croxton, Lambert, Dastugue & Rogers, 2012).
Selective distribution is different in that some products are
only available from some outlets, e.g. electrical appliances,
certain brands of clothes and fashion products. Exclusive
distribution is where possibly only one outlet in a certain
geographic area supplies a product. This method of
distribution usually relates to specialty products, e.g. special
cars, specialist clothing, etc. often exclusive distribution is
relevant to niche products (Melo, Nickel & Gama, 2016).

As noted by Katua (2014), that the manufacturing firms in
Kenya have sought to adopt better supply chain practices
including the distribution systems management to
significantly enhance supply chain coordination. According
to Chirchir (2015), adopting advanced methods of supply
chain such as ICT integration, and inventory models which
are aspects of distribution system management enhances
adoption of practices such as information sharing so as to
respond to customer requirement and enhance supply chain
performance. The manufacturing sector is a significant
contributor to Kenya’s economy resulting in a 10% Gross
Domestic Product, 12.5% exports and a 13% formal
employment. The growth of the manufacturing industry has
for years faced such challenges as growth due to challenges
in the industry. The rise in increased output in the agro-
processing industries has also facilitated growth in the
manufacturing industry.
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The supply chain managers have been faced with the
dilemma of meeting customer needs in terms of quality and
timeliness and saving on operational costs and holding
inventory across their distribution centres. In Kenya, the
large manufacturing companies have reported close to 32%
decline in profits as a result of poor distribution systems
which have seen their customer drop by over 40% while
opting to other suppliers (GOK, 2016). According to Awad
and Nassar (2010), lack of integrated supply chains has
continually affected most of the manufacturing companies
negatively by increasing the lead-time, increasing the held-
up inventory and not meeting customer needs. Previous
evidence has it that distribution system management is the
answer to the supply chain problems of meeting customer
needs, saving on operational costs and reducing lead time
(Patriarca, Costantino & Di Gravio, 2016; Zhu, Liu, Chen,
2015). Integrating this process to minimize the inventory
levels while at the same time reducing lead-time and
meeting customer needs is the sole aim of distribution
systems management. To address the existing gaps, this
paper therefore sought to assess the influence of distribution
systems management on supply chain performance in large
manufacturing companies in Nairobi County, Kenya.

2. Literature Review

The paper is anchored on Social Network Theory. The social
network theory dates back in 1930s in works by Moreno
Jacob who sought to outlay how individuals and/or objects
interrelate and connect to each other. The theory underpins
the connection between nodes in a social system. Social
networks have been defined as “a set of nodes (e.g. people
or organisations) linked by a set of social relationships of a
specified type” (Kong, 2011). A firm’s position in its
external networks may also be optimized through external
process integration, which will facilitate the access to
available external knowledge through the interactions. From
this theory, the following framework is adopted.

Firm Performance
o Uszer Satisfaction
s EeducedLead-Time
¢ Fimm Profitability

Distribution Channels
# Intenzive Channelz
# Exclusion Channels
# Selective Channel=

Independent Variables Dependent Variables
Figure 1: Conceptual Framework

Kaorapapong and Yenradee (2018) analysed the impact of
pricing and inventory models with benefit sharing
mechanism on supply chain performance. The study sought
to assess how inventory models and pricing affected the
supply chain performance. Their research was a case study
and focused on plastic fashion accessory industry in
Thailand. The scholars established that the inventory models
such as Just-In-Time and manufacturer dominated policies
influenced the flow of inventory thus determining the
success of supply chain. Kaorapapong and Yenradee (2018)
concluded that distribution systems are dependent on the

performance. The study sought to assess how distribution
channels were differentiated and how this differentiation
contributed to firm performance. The scholars focused on
Sameer Africa in Nairobi Kenya and surveyed 120 staff
members at the company and 90 dealers using correlational
research approach. Their study found that distribution
channels were key to organizational performance through
which the products effectively get to the final user. Achayo
and Osodo (2017) recommended that differentiation of the
distribution channels play a critical role in winning the
competitive advantage through coming up with cheaper and
more effective modes of distributing the products to the final
users.

Huo, Qi, Wang, and Zhao (2014) in a study on the impact of
supply chain process integration on firm performance aimed
at assessing how integration of various processes in a supply
chain affects performance. Their study also analysed the
moderating effect of competitive strategy. The scholars
targeted 216 manufacturing entities in China and surveyed
them in descriptive research approach. Their findings
portrayed that through a well embraced and interconnected
supply chain process where the manufacturers are properly
linked with the distributors and the retailers all the way to
the final consumers, the process becomes more effective
thus promoting efficiency and customer satisfaction. Huo et
al. (2014) view the main benefits of the integrated supply
chain in terms of cost reduction, but also an increased value
for the focal firm, its shareholders and members of it supply
chain. Evans (2015) in a study on the impact of supply chain
integration strategies on the performance of the pork
processing industry in Rwanda shows that there is a positive
relationship between internal factors, supplier and customer
integration and a firm’s performance.

3. Research Methodology

A descriptive research design method was adopted in the
study. The method includes the phenomena explanation,
proportion estimation of a population that contains similar
characteristics and establishing the occurrence relationship
relating to the variables under study (Myers, 2013).

The population targeted for the study incorporated of the
large manufacturing firms (more than one branch, an annual
turn-over of more than Kshs. 100 million or more than 50 to
500 employees) in Kenya (Waweru, 2018). According to
KAM (2017), there are approximately 454 large
manufacturing firms in Nairobi as at July 2017. The
following sampling formula by Mugenda (2008) was
adopted to obtain the appropriate sample size for the study.

n= Z°q
d2
n =384

The study adopted self-structured questionnaires to gather
data from the respondents. Primary data was collected

inventory models through which through the administration of questionnaires to the

_ _ procurement or supply chain managers or their
Achayo and Osodo (2017) carried out a study on the impact  representatives at the manufacturing firms.
of distribution channel differentiation on organizational
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Mixed method of data analysis was applied in various stages
of the study whereby both quantitative and qualitative
techniques were adopted in the analysis. The acquired data
was examined and scanned for any errors and later coded in
the SPSS version 24 program. Through use of the coded
data, the researcher generated statistical features such
graphs, tables, and pie-charts which later was used in
presenting the results of the study. Qualitative data was
checked through and compared based on the relevancy and
presented in form of explanations.

A multiple regression model was used to test for the
relationship between the variables. The model combines the
influence of the main independent variables on the
dependent variable. The model was of the form;

Y =Bo+PXs + €
Where;
Y = Supply Chain Performance of Large Manufacturing
firms
Bo = Constant Term
B;= Constant regression coefficient representing the
condition of the independent variable to the dependent
variable (Beta coefficient)

X,= Distribution Channels
¢ = (Extraneous) Error term

4. Results and Discussions

The study had a sample of 384 respondents who were
surveyed using structured questionnaires. Out of the 383
questionnaires issued, 259 questionnaires were dully filled
and returned back for analysis. As shown on table 4.1, this
represented a response rate of 67.6% which was considered
to be adequate.

The study sought assess the influence of distribution
channels on supply chain performance of the large
manufacturing companies in Nairobi. The findings revealed
that effective distribution channels influenced the ability of
the companies to reach to a wide range of customers and
meet their needs. The distribution channels determined the
ability of the companies to have their products reach the
end-users effectively hence the need for the channels to be
chosen carefully.

Table 1: Level of Agreement with statements on Distribution Channels

Statement

N [Mean| Std. Dev.

The distribution channels adopted in our company are well thought to ensure effectiveness and avoid delays 259 | 3.89 1.01

The channels adopted are concentrated across all areas to cover any demand from our customers (intensive) 259 | 3.52 1.11

The channels adopted are limited to the demand of our products to reduce costs and wastage (exclusive) 259 | 3.64 1.11

The distribution channels are only adopted on the regions the management feels there should be (selective) 259 | 3.70 1.09

meet their needs

Through effective distribution channels our company has been able to reach to a wide range of customers and | 259 | 3.83 1.01

To affirm the statistical relationship between the
independent variables and the dependent variable, a multiple
regression model was used. The model was of the form:

Y:(10+B1X1+€.

The model summary, Analysis of Variance (ANOVA) and
the regression coefficients were used to exemplify the
results. According to Table 2 above, the value of R square is
0.747 which means that 74.7% variation in sustainable
Supply Chain Performance wasdue to variations in
Distribution Channels, with 25.3% of variation in
sustainable Supply Chain Performance o being explained by
other factors and not Distribution Channels. The significance
value is .0000 which is less than 0.05 thus the model was
statistically significant in predicting how Distribution
Channels influenced sustainable Supply Chain Performance.
Based on the regression results shown, holding Distribution
Channels constant at zero, Supply Chain Performance would
be 4.709. A positive unit change in Distribution Channels
would lead to a 71.9% increase in Supply Chain
Performance. At 5% significance level, distribution channels
had a p=0.0000 which is <0.05, and hence the distribution
channels have a direct and significant influence on supply
chain performance.

Table 2: Model Summary for Distribution Channels

: Std. Error of
Model | R |R Square | Adjusted R Square the Estimate
1 .864%| 0.747 0.746 7513
Predictors: (Constant), Distribution Channels
ANOVA (Analysis of Variance)
Sum of Mean .
Model Squares df Square F Sig.
Regression | 464.906 | 1 |464.906 |823.647 |.0000%
1 | Residual |157.481 |257| .5644
Total 622.387 (258
a. Predictors: (Constant), Distribution Channels
b. Dependent Variable: Sustainable Supply Chain
Performance
Coefficients
Unstandardized |Standardized
Coefficients | Coefficients| t | Sig.
B | Std. Error Beta
(Constant) | 4.709 .814 5.785|.0000
Distribution | 4 719 | 149 642 |4.826].0000
Channels
a. Dependent Variable: Sustainable Supply Chain
Performance

The study sought to establish the role of distribution
channels on the supply chain performance of the large
manufacturing firms. The findings portrayed that out of the
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three major channels of distribution (intensive, exclusive and
selective channels), selective channels were the most applied
among the large manufacturing firms. It was further
established that the distribution systems adopted by the large
manufacturing firms were well analysed to ensure that the
right channels that were effective are selected thus steering
the performance of the large manufacturing firms. The study
found out that through well-established distribution systems,
the firms were able to reach a wide range of customers as
well as meeting their needs thus enhancing supply chain
performance and the overall performance. The inferential
analysis results revealed that distribution channels had a
significant and positive impact on supply chain performance
among the large manufacturing firms in Nairobi, Kenya.

5. Conclusion

The study concluded that distribution channels had an
influence on the supply chain performance. Selective
channels were the main distribution channel adopted by the
large manufacturing firms which tells why they may not
reach extensively to where their customers are since the
distribution channel is not extensive to capture new markets.

6. Recommendations

The supply chain managers in the large manufacturing
companies have the core duty of ensuring that the
distribution channels adopted are effective, less costly and
reliable. Through a well embraced intensive and exclusive
distribution channels, the manufacturing companies are able
to reduce the defectives while at the same time ensuring
reaching to the furthest corner of their customers thus
steering supply chain performance.
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