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ABSTRACT

Procurement performance is one of a core supply chain activity that can be influenced by
procurement management practices. This study investigates the ender management practices on
procurement performance of Ethiopian pharmaceutical supply agency. The study had six
objectives, to find out the effect of supplier selection on procurement performance in EPSA, To
determine the impact of procurement staff competence on EPSA's procurement performance, to
determine the effect of item specification on procurement performance in EPSA, to evaluate the
effect of professional ethics on procurement performance in EPSA, to evaluate the effect of
procurement policy on procurement performance in EPSA and to determine the effect of
employee satisfaction on procurement performance in EPSA. Explanatory research design was
used in this study because it analyses the cause-effect relationship. Purposive sampling technique
was employed in picking respondents for the study. Data was collected from a sample of 105
tender management, quantification and market shaping and contract management directorates
technical staffs. Five-point Likert type of questionnaire was used to solicit primary data. The data
analysis methods used were descriptive such as frequency and percentage and inferential
statistics such as correlation, multi-Collinearity test and linear regression with the aid of the tool
Statistical Package for Social Sciences (SPSS). Based on the correlation and regression analysis
conducted to check the significance level of the relationship between the dependent and the
independent variables, Employee competency, Specification, Employee satisfaction and
Professional ethics have significant relationship and affect procurement performance while,
Supplier selection and relationship and Procurement policy have positive relationship with
procurement performance but it is not significant. The study concluded that the output given
from the findings indicate that the six variables have positive relationship with procurement
performance.

KEY WORDS: Procurement management practices; Employee competency; Specification;
Employee satisfaction; Professional ethics; Supplier selection and relationship; Procurement
policy procurement performance; Lead time; cost of accusation

Xii
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Chapter One

Introduction
1.1 Background of the study

The purpose of this study is to determine the effects of procurement management practices on

procurement performance in Ethiopian Pharmaceutical Supply Agency (EPSA).

procurement management is the process of finding and agreeing to terms, and acquiring goods,
services, or works from an external source, often via a competitive bidding process. In general,
the procurement management processes are: - budget and procurement planning; preparation of
specification; preparation of bid document; then the tender is advertised and closes on the closing
date. Then the tender will be opened by ad hoc committee which is appointed by the Director
General. Another ad hoc committee is appointed to evaluate the tender, once the evaluation done
it will be reviewed by Tender Endorsing Committee (TEC) then all the documents including the

evaluation minute forwarded to the Director General for approval or rejection.

Procurement management practice is an increasingly important activity within most government
ministries, and severe financial and operational consequences can result from the failure of
optimizing the procurement practices (Munyaneza Robert 2017). It is important that
organizations to constantly strengthening and improving the procurement practices to improve
the procurement performance which is vital for an organization to win or survive in the global

competitive market (Maurice Waswa Muya, 2019).

Procurement performance can be measured by key performance indicators (KPI) like lead time
and cost of acquisition. And the procurement performance is affected by procurement
management practices namely: supplier selection; professional competency of employee; item
specification; professional ethics; procurement policy and employee satisfaction (Maurice
Waswa Muya, 2019).

Appropriate suppliers’ selection is one of the strategies for enhancing the procurement

performance of an organization, because it has a direct influence on the company’s
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competitiveness and reputation. In order to understand which suppliers are performing well and
which suppliers are not performing well supplier evaluation has to be done. One of the ways
through which organizations strive to reduce supplier related inefficiencies is through assessment
of suppliers. Organizations are constantly under pressure to find ways to cut material and
production costs through engaging in strategic supplier selection process and evaluation
(Munyaneza Robert 2017). The second one is professional competency of employee. For
employee to deal with suppliers and handle well the procurement process, and ultimately to
maintain the procurement performance they have to be competent enough professionally. The
other practice that has effect on procurement performance is item specification. Good
specification enables the buying organization to acquire/get quality product with lowest costs. In
addition, good specification facilitates competition. (Maurice Waswa Muya, 2019). The fourth
one that have effect on procurement performance is professional ethics. Procurement
professionals are more than any other group within an organization, encounter daily situations
that put ethics to the test and that is why they are viewed as important for the organizations
optimal flow of high-quality, value-for-money materials or components from a suitable set of
innovative suppliers (Eltantawy,2009). The fifth one is employee satisfaction. Employee
satisfaction is a vital indicator of an organization's overall health, which is why many
organizations employ regular surveys to measure employee satisfaction and track satisfaction
trends over time. The last one is procurement policy. Procurement policy is an utmost important
procurement function that contributes to the accomplishment of government operations and to

the improvement of service delivery. (Nichols P, 2002).
Background of the study organization

As all pharmaceuticals purchased in EPSA is subject to pass the procurement processes it is vital
to assess the effects of procurement practices on procurement performance. The practices of

procurement affect the performance of procurements either positively or negatively.

Ethiopian Pharmaceuticals Supply agency (EPSA) the only governmental organization which
procure pharmaceuticals from national and international manufactures and suppliers and
distribute to all government health facilities as per their need via its 19 branches located in
different parts of the country and of which 2 located in Addis Ababa. The head office located in
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Addis Ababa, Arbegnoch Street, Addis Ketema sub-city, in front of St. Paulo’s Hospital

Millennium Medical College. There are 20 directorates in head office.

EPSA is a legal entity established under the law of Federal Democratic Republic of Ethiopia
(FDRE) government to assure uninterrupted supply of pharmaceuticals to the public at an
affordable price. The Pharmaceuticals Fund and Supply Agency(PFSA) now become EPSA was
established in September 2007 by Proclamation No. 553/2007 as part of Pharmaceutical Logistic
Master Plan implementation with the objectives of suppling to public health institutions quality
assured essential pharmaceuticals at affordable prices in a sustainable manner to the public, play
a complementary role in developmental efforts for health service expansion and strengthening by
ensuring enhanced and sustainable supply of pharmaceuticals and create enabling conditions for
enhancing the accumulation of funds in its revolving and cost recovery process and thereby
ensure the realization of the objectives(taken from www.epsa.gov.et, accessed at 29
October,2019). It procures pharmaceuticals from all over the world centrally and distribute to all
19 branches and then to respective health facilities as per their demand. This research focuses
mainly on one of the agencies core directorates that is, tender management directorates (TMD);
forecasting and market shaping directorate (FMSD) and contract management directorate
(CMD). (FDRE proclamation number 553/2007)

The public sector, through Pharmaceuticals Fund and Supply Agency (PFSA) procures almost
70% of all the medicines consumed in Ethiopia, its procurement volume increased from US$ 27
million in 2007 to US$ 310 million in 2014. Most local manufacturers operate below their
capacities and supply only about 20% of the local market. In the same year (2014), they supplied
products to the value of US$ 44.2 million. Ethiopia continues to experience growing demand for
pharmaceuticals in the public sector. Since 2009/10, the annual value of product distributed by
PFSA has grown from $126 million to $500 million in 2017/18. In 2018/19 the volume is
projected to grow to $750 million, and the 2016 — 2020 Health Sector Transformation Plan
projects spending on pharmaceuticals and medical supplies in the public sector to reach almost

$1 billion by 2020, excluding the impact of introducing national health insurance.

Currently (less than one month) the ‘agency’ changes its name to ‘services’ therefore this
research uses either Ethiopian Pharmaceutical Supply Agency (EPSA) or Ethiopian
Pharmaceutical Supply Services (EPSS) interchangeably.
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1.2 Statement of the problem

Organizations have to cope with a dynamic environment as market conditions are changing
rapidly and customers are demanding better and better services. In response to the increasing
demands from customers for quality services organization must implement strategies to achieve
cost reduction, service quality improvement, increasing service coverage and delivery

improvement.

EPSA’s customers that is governmental health facilities always complains of not getting the
requested pharmaceuticals from EPSA due to stock outs. Even though the agency initiates the
procurement for all essential pharmaceuticals as early as possible, it fails to satisfy customers
need. The reason for stock out is mainly due to extended lead time. The agency’s standard lead
time is <150 days but almost always fails to stick to this plan. Poor supplier selection strategies;
poor professional competency of employee; having poor specifications; unacceptable
professional ethics of employee; loop holes in procurement policy, unsatisfied employee are the

major reasons.

Unless the agency solves the stated problems, it might losses its core value of establishment that
is availing lifesaving pharmaceuticals to the public. For instance, currently some regions have

started procuring selected items by themselves which were previously procured by EPSA.

Procurement practices touch many core aspects of the agency and, hence, its successful
deployment and use are critical to the performance as well as the survival of the agency. If the
organization’s procurement practices are fragile and predisposed to regular discontinuities, they
will fraught with recurrent delays and occasional inability to deliver the pharmaceuticals to the

destination that is health facilities.

The procurement practice is still affected by bad works, poor quality goods and services. This
ongoing issue has resulted in the agency's procurement/supply performance deterioration. The
procurement practices of EPSA do not comply to set procurement practices and performance
procedures, leading to irregular and subjective decisions that have had costly consequences for
the agency, and the country at large. Failure to implement or delayed implementation of

recommended procurement practices has resulted in unnecessarily high operation costs, poor

4
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inventory control, unacceptable supplier appraisals standards, uncoordinated business activities,
and failure to attract and retain experienced and skilled personnel in the procurement positions,
thus affecting the function’s performance. Even though EPSA standardizes its procurement
practices it still lacks in implementing them. As a result, the agency faces extended lead time,

frequent stock out of pharmaceuticals and finally leads customers’ dissatisfaction.

Research study is therefore needed to analyse and recommend the best public procurement
practices. Despite the fact that numerous scholars have conducted studies on procurement
processes, none of the studies have particularly addressed the effect of procurement practices on
procurement performances in Ethiopian Pharmaceutical Supply Agency. This has resulted in a
large knowledge gap, which is the basis for this research.

Therefore, this study sought to bridge this gap by revealing procurement practices responsible for
the poor performance of the agency, recommending potential solutions for tackling the stated
problems.

1.3 Research questions

1. How supplier selection affects the procurement performance of EPSA?

2. How the procurement staff competency affects the procurement performance of the
agency?

3. In what extent the procurement staff satisfaction affects the procurement performance of
the agency?

4. What is the effect of procurement policy on the procurement performance of the agency?

5. How procurement staff professional ethics affects the procurement performance of
EPSA?

6. What are the contributions of procurement specification on the performance of

procurement of EPSA?
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1.4 Research objective

1.4.1 General objective
Explaining effects of procurement management practices on procurement performances in the

case of Ethiopian Pharmaceuticals Supply Agency (EPSA).

1.4.2 Specific objectives
1. To find out the effect of supplier selection on procurement performance in EPSA.
2. To determine the impact of procurement staff competence on EPSA's procurement
performance.
3. To determine the effect of item specification on procurement performance in EPSA.

4. To evaluate the effect of professional ethics on procurement performance in EPSA.

5. To evaluate the effect of procurement policy on procurement performance in EPSA.

6. To determine the effect of employee satisfaction on procurement performance in EPSA

1.5 Significance of the study

The agencies main activities are collecting pharmaceuticals need from government owned
hospitals and health facilities; from donors and ministry of health. Then the agency discusses and
forecasts annual need in collaboration with stakeholders; this process chaired by forecasting and
market shaping directorate (FMSD). After compiled the need the FMSD will send it to tender
management directorate (TMD) which is responsible for procuring pharmaceuticals. Then the
agency receives and distributed pharmaceutical through the warehouse and distribution
directorate (WDD).

From the above-mentioned core directorate, the agencies performance is mainly affected by the
TMD, that is the success and failures of the agencies mission is highly dependent on the
strengths and weaknesses of TMD respectively. And in turn the procurement performance is
highly affected by the procurement practices. Therefore, it is safe to say that the outcome of this
study will have a visible practical benefit for the agency and other organization engaged in
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similar works/services. Thus, these particular study findings will have a significance role in

enhancing procurement performance in EPSA.

The finding of the study will provide base line information for other researchers who want to do

further research in this regard.

1.6 scope of the study

The Core activities of Ethiopian Pharmaceuticals supply agency are pharmaceuticals selection,
quantification, procurement and distribution. All activities except procurement are done at both
head office and branch offices of the agency. Thus, the study has been conducted at head office
of the agency which is the only area where pharmaceuticals purchase takes placed.

This particular study has described and explained effects of supplier selection; professional
competency of employee; item specification; professional ethics; procurement policy and
employee satisfaction in procurement performance. This study has limited to describing and

explaining procurement practices and its effect on procurement performance.

1.7 Limitation of the study
This particular study can’t be free from any limitation due to different conditions and

circumstances. Among the factors affecting this particular study are shortages of reference

materials which have done on similar title.

1.8 Operational Definition of terms

Agency: It represents Ethiopian Pharmaceuticals supply Agency according to this study. (FDRE
Proclamation No 553/2007)
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Investigator: a person who is responsible to conduct this research proposal. (Merriam-Webster
dictionaries)

Medicines: In this particular study, it has similar meaning with drugs. (FDRE Proclamation No
553/2007)

Pharmaceuticals: a substance or mixture of substance that used to prevent, diagnose, mitigate
and treat a disease and malformation which include medical equipment, medical supplies,
laboratory reagent and Laboratory chemicals (FDRE Proclamation No 553/2007).
Pharmaceuticals procurement: - means the purchasing or obtaining of pharmaceuticals by any
contractual means (FPPA, 2011, P. 15).

1.9 organization of the study

Generally, the research was organized into five chapters. The first chapter presents background
of the study with special focus on procurement management practices, followed by background
of the organizational, statement of the problem, basic research questions, general and specific
objective and significance of the study, scope of the study, limitation of the study, definition of
concepts and lastly organization of the study. The second chapter deals with theoretical and
empirical literature review in which related reviews were presented and conceptual frame work.
The third chapter presents a research methodology of the study which contains introduction,
description of the study area, research approach, research design, study population, data source
and type, data collection procedure, validity and reliability test, data analysis and ethical
consideration. The fourth chapter presented assessment of result and discussion. The fifth chapter
deals with summary of findings, conclusion and recommendation. Finally, the annex part

comprises of reference and questionnaire.
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Chapter two

Related Literature Review

This chapter will contain theoretical review; empirical review and conceptual framework.

Theoretical literature deals with concepts and definition of procurement management practices.

2.1 Theoretical Review

Tender management is the process of efficiently preparing, selecting, and posting bids while
maintaining a transparent audit trail that can be used to discover best practices for future. Too
often when public sector buyers like EPSA re-tender, they have forgotten the lessons learned
from previous tenders. Often EPSA retenders the procurement of pharmaceuticals partially or
completely that is because it doesn’t learn from previous mistakes. In fact, this problem reflects

enough studies have not been done on EPSA.

2.1.1. Procurement management practices dimension

Professional competency of employee

The professional competency of employees has a significate effect for EPSA because all the
procurement practices are done manually and so employees working in TMD’s professional
competency will have a direct effect on procurement performance. EPSA’s employee involved in
procurement should be committed to high standards for professional conduct. Competence has
expected from supply chain management professionals. Developing business skills and
increasing knowledge of supply management demonstrates a commitment to the profession and
positively impacts the procurement performance. Since professional development requires
continuing education and training organizations have to encourage their employee to develop
themselves. (Maurice Waswa Muya et’al, 2019). As the study done in Rwanda Public
Procurement Authority that there is a significant relationship between staff competences and
procurement performance. Previous studies showed that there is a link between staff competence

and procurement performance. The staff competence needs to be more effective and efficiency to
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boost the performance of procurement. (Harriet MUTESI and Dr Ernest SAFARI, 2021) which
is supported by (Eliah A. Eliah, et’al 2020)

Employee satisfaction

Besides the employees’ competency the major issues raised regarding EPSA’s employee is
satisfaction. The HR industry uses the phrase "employee satisfaction” in a broad term to describe
what level of satisfaction or contentment employees have with elements like their jobs, their
employee experience, and the organizations they work for. Employee satisfaction is one of the
most important indicators of an organization's overall health, as a result, many companies
conduct frequent surveys to gauge employee happiness and follow trends over time. Employees
who have a high level of satisfaction are satisfied with how their company treats them. While
employee satisfaction is vital for retention, it is not always a predictor of success, while
engagement which indicates an employee’s passion for their work, among other things directly
tied to output. Ideally, satisfaction occurs as a result of both material factors like compensation
and benefits as well as less-tangible elements like engagement, recognition, and strong
leadership. If an organization fails to address both sides of the equation, they may find they have
a complacent team made up of materially satisfied employees who are content to do only what’s
required to remain employed. In one unpublished study done by EPSA’s consultant team, the
result shows that the agency is in danger zone regarding employee satisfaction. This study has
explored the agencies employee satisfaction, since satisfaction has a magnificent effect for any

organization not only it affects the output but also the existence of any organization.

Professional ethics

As Webster’s Ninth New Collegiate Dictionary, the term "ethics" refers to the code of conduct
that governs a person or an organization. The branch of philosophy that deals with distinctions
between right and wrong —with the moral consequences of human action (A Dictionary of
Epidemiology, 4th ed, 2001 (J.M. Last (ed)). A well-defined and established code of ethics must

be followed by public procurement professionals and stakeholders. The public procurement

10
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organization should develop an ethics code and expect its personnel to follow it, as well as
demand commitment from all those with whom they do business. Because of stakeholder
pressure ethical behavior in procurement performance is of particular relevance. Procurement
professionals are more than any other group within an organization, encounter daily situations
that put ethics to the test and that is why they are viewed as important for the organizations
optimal flow of high-quality, value-for-money materials or components from a suitable set of
innovative suppliers. Thus, understanding ethics and its impact on procurement performance is a
key responsibility of supply managers (Eltantawy,2009). A study conducted in Kenya showed
that there is a positive association between procurement performance and ethical issues (M. J.
Maria et al. 2018)

Specification

A specification is a document that specifies the quality, kind, and standard that the necessary
goods, services, works, or consulting services must meet. (Public Procurement Manual, 2011)
Specifications often used to be one of the last items written before a package was issued for
tender. In essence, specifications are about communication and the exchange of information
between the Customer, the designer, the contractor and all stakeholders in the project. A
specification can be found in a larger description of needs, such as a bid document. The
requirements description usually describes what is needed by the organization rather than how it
is to be provided. A good specification's goal is to allow suppliers and service providers to
compare their products and services to defined requirements that are given on an equal footing. It
will also allow the buying organization to competitively evaluate solicitation responses and
determine functional equivalency, if appropriate. Even though the specification written in bid
document expected to include information to facilitate fair competition and without
compromising the need of the requisition department, it doesn’t necessarily involve each and

every thing.

11
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Supplier selection

According to report by Rwanda public procurement authority the choice of an organization’s
supplier should be guided by an elaborate evaluation of the potential suppliers since the suppliers
can impact the performance of any procurement function or process. To mention some delayed
deliveries, poor quality products or services, non-completion of orders and even threats of
litigation due to delayed payments is a common scenario experienced by public institutions.
Especially local manufacturers from which EPSA procures pharmaceuticals, does not have
technically competent professional and their manufacturing capacity does not much EPSA’s
need as a result of this the agency suffers a lot. As collected information on organizations
selection criteria of their trading partners, it is found out that strategic commitment and trading
partner flexibility were among the factors that determine selection of trading partners. ( Krop, E.
and Iravo, M.A., 2016)

Procurement policy

A procurement policy is a collection of guidelines that the procurement team follows. These are
rules that aid in the smoother execution of procurement transactions. Procurement policy is a
critical procurement activity that contributes to successful government operations and improved
service delivery. (Nichols P, 2002). According to a study (Anane, A., et’al 2019) Procurement
Policy are significant determinants of service delivery thus a change in procurement policy will

result in change in service delivery.

Various aspects of procurement policy have a distinct influence on procurement process. For
instance, procurement policy that stimulates transparency and integrity in the procurement cycle
positively influenced the procurement process. Good procurement policies result in greater
service delivery for procurement firms. Transparency ensures that the procurement of goods,
works and services are of high quality and meets the right specification which enables the
organization to provide quality service. (Rehmatulla, et al, 2017)
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2.1.2. Procurement performance

Lead time

A lead time is the time it takes for a process from start to finish. The major procurement issues in
EPSA are the extended lead time. As described in the bottlenecks analysis and reports from the
revised Pharmaceutical Sector Transformation Plan, EPSA’s procurement lead time is too long.
Hence, the team sought to find out the exact areas in the procurement process where the delays
are occurred. As per the Agencies plan the maximum time to take from initiation to completion
of a procurement processes is 150 days. But most of the procurement in EPSA took in average
243 days which is far from the proposed procurement lead time that is 150 days. The proposed
procurement lead time didn’t even achieve to the simplest procurement method-Direct
procurement. According to the 2019 procurement lead time for direct tenders the average lead
time was 203 days (EPSA, 2017-2019).

Cost of acquisition

A study conducted in Kenya, in government owned company shows the procurement practice is
inefficiency in operations, huge financial losses and the provision of poor products and services.
Which in turn attributes to poor governance, poor public sector financial management,
bureaucratic wastage and pilferage in the management of parastatals, all of which subsequently
lead to heavy budgetary burden to the public. (Mokogi et’al., 2015)

The cost of acquisition is the total expense incurred by an organization in acquiring an item
through procurement. It includes all the costs for acquiring a good. This cost even gets higher
due to poor procurement practices (Maurice Waswa Muya, 2019). Total cost is the sum of all

money spent to acquire goods, and includes purchase price plus the costs of all other activities
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needed to perform the action or series of actions. In many cases, purchase price is only a small
fraction of total cost. So poor procurement management practices will increase the cost of
acquisition even though the purchase price remain the same. If the specification doesn’t meet the
customers need the agency receives quotation with wrong specification which forces the agency

to retender/re-advertise which surely increase the cost of acquisition (Fitzgerald, K.R., 2002).

2.1.3 Relationship between dimension of procurement management practices and

procurement pe rformance

Supplier selection should be guided by an elaborate evaluation of the potential suppliers since the
suppliers can impact the performance of any procurement function or process. To mention some
delayed deliveries which will increase the lead time; the supplier may deliver poor quality
products or services which increases the cost of acquisition because as the buying organization
receives poor quality products, they have to return it to the supplier. Returning pharmaceuticals
to the supplier has its own cost and which will be added to the cost of acquisition. Therefore,
there has to be an ongoing relationship between buyers and suppliers that involve a commitment
over an extended time period, a mutual sharing of information and the risk (Kevin Moindi
Omai.,2013).

Specification is a statement, which provides a description or list of characteristics required in an
item. It can be thought of as a detailed description of what is required. It is vital that
specifications for needed items must be clear and accurate and written to ensure that a maximum
number of suppliers can compete for the business. If the specification is not complete and clear,
the bidding process will be imperfect and will not produce the competition necessary to provide
best value for money. Even if this unclear and incomplete specification can be solved through
clarification letter it will increase the number of days of the tender floated on air which will

ultimately increase the lead time.

Professional competency is vital for an organization to successfully implement its strategy and
meeting its goal. If employee’s lack some level of skills and knowledge to manage the
procurement cycle effectively, bid evaluation and selection will only be based on lowest

price(cheap) and not the lowest evaluated price. Cheap pharmaceuticals are the most expensive
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one because they are mostly poor quality and/or near expiry. So whether the pharmaceuticals are
poor quality or expired they have to be disposed by the buying organization. As the drugs
disposed the organization loses two things one the cost of acquisition and two have to pay extra
money to the firm who is going to dispose those drugs (Public Procurement Act (Act 663) 2003).

Employee satisfaction is one of the most important indicators of an organization's overall health.
Unsatisfied employee will not care about finishing a given task on time even lesser so as to
decrease the lead time. Unsatisfied employee will not see/check available options in order to

decrease the acquisition cost and improve the performance of the organization.

The importance of professional ethics in procurement success cannot be understated. This has led
to the call for ethics in public entities procurement as organizations are realizing that ethics can
lead to improved operational and financial performance. Achieving the core principle of
procurement is possible where the employees are ethically competent. Making ethical
compromises in order to speed up operations or reduce the amount of scrutiny during the audit
process, is going to costs companies to much money as well as it loses its profit (Maurice Waswa
Muya, 2019).

Even if the importance and necessity of procurement policies is not questionable, it does also
have some negative effect on the procurement practice and ultimately on procurement
performance. One of the reasons for declining procurement performance of EPSA is local
manufacturers. EPSA must procure from local manufacturers if any due to the circular given by
Ministry of trade and industry. According to the report made by EPSA in 2019 all local
manufacturers delivery is less than 50% even though they are agreed to deliver 100% in the
contract. Due to this the agency suffers stock outs and end up in receiving complaints from

hospitals which the Agency serves.
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2.2 Empirical Literature Review

According to a study conducted in Kenya Ferry Services on four of the independent variable that
IS procurement specification, evaluation, staff competence and procurement ethics, the finding
shows that the four variables studied explained 69% of variance in the effect of procurement
management practices on procurement performance this means that, the other factors not studied
contribute 31% of variance in dependent variable which calls for further studies to evaluate
effect of procurement management practices on procurement performance. The analysis show
that the procurement specification has 33.0% positive effect on procurement performance,
whereas procurement evaluation activities have 28.5% effect on procurement performance and
procurement staff competence have 11.6%  effect on procurement performance and finally
procurement ethics affects procurement performance by 18.3% (Maurice Waswa Muya et’al,
2019). Where as in a study conducted in Kenya shows that skills and experience to carry out
procurements that is the staff competencies influence procurement performance to a large extent,
which is staff competency accounts for 20.1% of variations in procurement performance
(Japheth Ocharo Kiage, 2013).

There is also strong positive and significant relationship between staff competence and
procurement performance in a study conducted in Kenya. These findings concur with those of
Barsemoi, Mwangangi and Asienyo (2014) Their research discovered a 70% strong correlation
between staff competence and procurement performance. Another study findings also revealed
that, 97.20% of the respondents agreed that procurement performance has been influenced by
experienced and skilled procurement personnel, only 2.80% of the respondents disagreed (Eliah
A. Eliah, et’al 2020).

One study finding showed that 64.5% of the changes in the procurement performance are
attributed to the change in the independent variables which is the professional ethics(M. J. Maria
et al,2018).

Importance of specification are also proved in a study conducted in Tanzania. Findings unveiled
that bidding documents ensure that tender specifications are met and bidding documents ensure

timely delivery of the tender which in turn improve organizational performance. These findings
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are in line with previous research with Brook (2015) that Inconsistencies between the bill of
quantities and the drawings and specifications, as well as inadequate specification writing, and
poorly prepared tender documents are common problems associated with tender documents in
the UK (Mrema, A & Lyimo, B. J. (2019)).

Proper way of supplier selection has significant effects on procurement function performance.
Supplier selection has 80% effect in achieving value for money. The findings above provide
evidence of proof that the components of supplier selection are related to procurement function
performance (Krop, E, et’al 2016). There is also a positive and significant relationship between
supplier evaluation criteria and procurement performance in Kenya Seed Company (Korir, et’al,
2016). Research conducted in Rwanda indicates that supplier quality commitment have a
relationship with Procurement performance. It indicates that there is positive relationship
between Supplier quality commitment and Procurement performance (Munyaneza Robert, et’al
2017).
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2.3 Conceptual framework

e A conceptual framework depicts the link between the dependent and independent
variables diagrammatically. It helps to simply understand the relationship between

variables because of its visual aid. Based on the above literature review, the following
conceptual framework can be drawn.

Independent variable Dependent variable

Specification

Supplier selection and

Lead time
r/ship

VvV

Professional competency

Y
J

Professional Ethics

Cost of
acquisition

Procurement policy

Employee satisfaction

VAYAY,

Figure 1: Conceptual model

(Maurice Waswa Muya, Susan Wanjiru, Dr. Evelyn Datche, 2019)
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Chapter Three

Research Methodology

This chapter presents the research design and methods that are used to achieve the objectives of
the research. It includes description of the study area, research approach, research design, study
population, data source and type, data collection procedure, data analysis, validity and reliability

test and ethical consideration that are used to achieve the objectives of the research.

3.1 Description of study area

Ethiopian pharmaceuticals supply Agency is the study area of this research. The agency has been
established in 2007 by proclamation number 553/2007 with mandate to avail affordable and
quality pharmaceuticals sustainably to all public health facilities in the country. It has 19
branches in different regions and Addis Ababa which supply pharmaceuticals for more than
4,000 public health facilities of the country. The head office is located in Addis Ababa Addis
Ketema Sub-City approximately 2.8 km west of the city center (Addis Ababa). The Agency is
organized into three main sub process namely, quality management unit, In-bound and Outbound
logistics units. Under quality management unit capacity building and operation research
directorate is supervised. There are three functional area units under inbound logistics units
namely Quantification &Market Shaping Directorate, Tender Management Directorate and
Contract Management Directorate. The third unit is outbound unit includes Warehouse &
Inventory Management Directorate and Distribution & Fleet Management Directorate. Five other
functional units like Fund management (RDF & Program), Human Resource Development
Directorate & General Service Directorate, Planning M &E, and MIS Directorate at head office

level serve as supportive processes. Each main sub unit is managed by deputy director general.
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3.2 Research approach

The research has used guantitative research approach since the findings from the assessment has
been quantified and numerically expressed with figures, percentages and degree. Based on
specific objective of the study close ended questions has been prepared and the findings has been
expressed in amount and quantity.

3.3 Research design

The research uses descriptive and explanatory research design to describe and explain the
procurement practices and their effects on procurement performance in Ethiopian
Pharmaceuticals Supply Agency. This method focuses on both describing of the research subject
and “why” of the research subject.

3.4 Population and sampling

The target population were employees from tender management directorate; market shaping and
quantification directorate; and contract management directorate excluding supportive staff (non-
technical persons) were the target populations to assess the procurement practices. A total of 105

employees from three directorates is considered as a target population.

3.5 Sample design

All individuals under these directorates except non-technical staffs was the candidate of this
study. Because of the specificity nature of the study only technical staffs was selected.
3.6 Sample size

Purposive sampling was used.
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3.7 Data source and type

For this research primary data has been used as a data source. The data has been collected by

using questionnaires, which has close ended questions.

3.8 Data collection procedures

Structured questionnaire which contains closed ended questions has been prepared as per the
characteristics of specific objective. After getting permission from concerned body the
questionnaires have been administered to all candidates to collect the required data. The
questions were prepared to address each specific objectives of the study and any clarification that
has been needed during filling of questionnaires, the investigator has clarify to the candidates
accordingly.

3.9 Data Analysis

The data analysis has been managed in a proper and systematic manner of the research methods
using quantitative data analysis technique. The collected data has been checked by the researcher
on daily bases for incompleteness or inconsistency.

After checking its correctness and completeness, the data has been analyzed using Statistical
Packages for the Social Sciences (SPSS) software. Frequency table and percentage has been
employed to summarize the information of respondents and descriptive statistics like percentage,
ratio, mean, standard deviations and correlation and regression has been used to express the
result of specific objectives. Finally, the discussion of result and interpretation of analysis has
been provided. It has been presented using tables, charts and appropriate data presentation tools.

Based on findings of the study conclusions and recommendation has been drawn.

3.10 Validity and Reliability test
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Validity test

In the validation process of this study, copies of the questionnaire and copies of the research
questions has been given to experts. The comments of the experts has been included in the
questionnaires. Having validated the questionnaire, a pilot test has been carried out on sample
populations in order to see how the subject would react to the questionnaire whether the items
are clear enough and easily understood and whether there is the need to include more items in
certain areas. Accordingly, all distributed questionnaire has been returned. Then, the comment
found from pilot study has been incorporated to the main questionnaires.

Reliability test

The rationale for this internal consistency is that the individual items or indicators of the scale
should all be measuring the same concept and thus be highly inter-correlated. Reliability is the
extent to which a variable or group of variables is consistent in what it is designed to measure. A
high value of the Cronbach alpha coefficient suggests that the items that make up the scale are
internally consistent and measure the same underlying construct. Cronbach alpha values greater

than 0.70 have been considered as a suitable test of scale reliability.

3.11 Ethical consideration

Before the start of data collection, supportive letters have been delivered to Ethiopian
Pharmaceutical Supply Agency to get permission for data collection. All the information and
documents including the questionnaire filled has been used ethically without falsifying the
original intention of the respondents and also kept confidential. To ensure the confidentiality of
the respondents the researcher told the respondents not to write their name in the questionnaire.
Respondents have the right to safety from physical or psychological harm, to be informed at all
aspects of a research task, keep their privacy and Confidentiality and also have the right to

withdraw from the research any time.
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CHAPTER FOUR

RESULTS AND DISCUSSION

4.1. Introduction

In this chapter, the data collected from respondents have been presented and discussed. The
chapter begins by presenting the response rate, background information of respondents under the

demographic variables, followed by data presentation and discussion.

4.2. Response Rate

As indicated in chapter three, the respondents were tender management, Contract management
and quantification and market shaping directorate staffs. One hundred five (105) questioners
were distributed and 97(92%) were returned with full information. From distributed
questionnaires 8(8%) were not returned. And finally, data collected from 97 respondents were

analyzed.

4.3 Quantitative data analysis

4.3.1 Result of the Survey and Discussion

4.3.1.1 Demographic characteristics of the respondents

The first part of the questioner contains the socio-demographic information of participants.
Accordingly, the following variables about the respondents were summarized in tables. These
variables are Sex, Age, Educational background, Years of experience, Field of study and Job

title/position in the organization.
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Table 4.1: Demographic profile of the respondents

S.N | Characteristic of respondents Frequency Percent
Male 58 59.8
Female 39 40.2
1 Sex Total 97 100.0
18-25 29 29.9
26-35 54 55.7
36-45 14 14.4
Above 46 0 0
2 Age Total 97 100
Certificate 0 0
Educational Diploma 0 0
background Degree 78 80.4
3 Master 19 19.6
Total 97 100.0
0-<3 26 26.8
4 Years of | 3-<7 36 37.1
Experience 7-<10 21 21.6
10-<13 13 134
>13 1 1.0
Total 97 100.0
Pharmacist 68 70.1
S Laboratory technologist | 19 19.6
Fleld of study Biomedical Engineer 7 1.2
Management 2 2.1
Banking and finance 1 1.0
Total 97 100.0
6 Job title/position Procurement officer 85 87.6
Procurement coordinator | 10 10.3
Procurement director 2 2.1
Total 97 100.0

Source: Field survey, 2022
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The above table shows a total of 97 respondents were participated of which sex distribution was
58 (59.8 %) male and 39 (40.2 %) female respondents were involved. This shows that most of

the organization’s supply chain actors are males.

Concerning respondents age, 29 (29.9%) falls in the category of 18-25 years, 54 (55.7%) falls
within 26 to 35 years and 14 (14.4 %) are falls 35 to 45 years. Therefore, it shows that a greater
number of people fall into this category which is within 26 to 35 years which represents 55.7%.

It shows that the majority of EPSA employees are young and are at their best working age.

Regarding educational background 78 (80.4%) of the respondents were with the qualification of
Degree and the remaining 19 (19.6%) were Masters. This shows that 100 % of the respondents
are with the qualification of Degree and Masters. Therefore, it can be assumed that respondents
are able to understand and clearly identify the existing effect relationship between procurement
management practice and procurement performance. Moreover, it increases the validity of the

findings.

In the case of work experience 26 (26.8%) of total respondents have work experience less than 3
years, 36(37.1%) within 3-<7 years, 21(21.6%) within 7-<10 years, 13(13.4%) within 10-<13
years and the remaining 1(1%) were above 13 years. This shows that about 71(73.2) % of the
respondents work experiences are above or equal to three years. This implies that the
respondent’s experience enable them to know the effect of procurement practices on

procurement performance in the organization.

The other parameter is the field of study of the participant, pharmacists were 68(70.1%) of total
respondents, laboratory technologist 19(19.6%), biomedical engineer 7(7.2%), management
2(2.1%) and banking and finance 1(1%). In this regard most of the employee are pharmacists and

laboratory technologists.

The last parameter is job title/ position, in this regard procurement officer dominate with a
frequency of 85(87.6%) out of 97 respondents, procurement coordinator 10(10.3%) and
procurement director 2(2.1%). From this data we can grasp that most of the employee are
procurement officers with 85(87.6%) which are involved in the technical part of the procurement

so they know the challenges and the most influencing part of the procurement practices.
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4.3.1.2 Descriptive Analysis of the Effect of procurement management practices on
Procurement Performance

Concerned respondents’ perceptions were captured along 49 items corresponding to the five
dimensions using Likert scale that were introduced to measure the study constructs. Respondents
rated their extent of perception from strongly disagree to strongly agree. 1 = Strongly Disagree
(SD), 2 = Disagree (D), 3 = Neutral (N), 4 = Agree (A), 5 = Strongly Agree (SA). To determine
the minimum and the maximum length of the 5-point Likert type scale, the range is calculated by
(5 — 1 =4) then divided by five as it is the greatest value of the scale (4 ~ 5 = 0.80). Afterwards,
number one which is the least value in the scale was added in order to identify the maximum of
this cell. The length of the cells is determined below:

» From 1 to 1.80 represents (strongly disagree).
From 1.81 until 2.60 represents (do not agree).
From 2.61 until 3.40 represents (neutral).
From 3:41 until 4:20 represents (agree).
From 4:21 until 5:00 represents (strongly agree). (Likert, R. 1932)

YV V V V

For all the Six procurement management practices (independent variables) that include
professional ethics, supplier selection & relationship, specification, employee satisfaction,
employee competency and procurement policy and also the procurement performance which is
the dependent variable that include lead time and cost of acquisition mean score computed for
elements of each variable. The average mean result of variables is separately presented, analysed

and interpreted as follows.
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A) Professional ethics

Table 4.2: Mean and standard deviation value of professional ethics

When a
Your violation of
organization the code of
Information | has One’s level | ethics
access must|developed a of education|occurs, the
The meet ethical | written code|There is no a|determines |organization
organization |guidelines, |of ethics that|limited the takes
has a zero|contractual |outlines what|nominal understandin |appropriate
tolerance to|obligations |is considered |value to|g and | disciplinary
acceptance |and ethical and |which gifts|practicing of|action on a
of gifts of|government |unethical should not be | ethical consistent
any kind. regulations. | behavior exceeded. behavior. basis.
Valid |97 97 97 97 97 97
Missing |0 0 0 0 0 0
Mean 4.32 4.19 4.16 4.21 4.21 4.34
Std.
Deviatio | .511 507 534 519 539 498
n

Mean of mean=4.24

Source: Field survey, 2022

The mean values of professional ethics elements were calculated between 4.16 and 4.34 with

comparable standard deviations that range between 0.498 and 0.539. The highest mean value is

“when a violation of the code of ethics occurs, the organization takes appropriate disciplinary

action on a consistent basis; then the organization has a zero tolerance to acceptance of gifts of

any kind; followed by both there is no a limited nominal value to which gifts should not be
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exceeded; and One’s level of education determines the understanding and practicing of ethical
behavior” with the same mean of 4.21. The fifth and the sixth are information access must meet
ethical guidelines; contractual obligations and government regulations and your organization has
developed a written code of ethics that outlines what is considered ethical and unethical behavior
respectively, as we order them from highest mean score to the lowest.

With highest mean is recorded in the sixth element of the question that is when a violation of the
code of ethics occurs, the organization takes appropriate disciplinary action on a consistent basis.
Which shows that the organization take appropriate disciplinary action whenever it is necessary,
that means the employees know that the organization do not tolerate unethical action, which
negatively reinforce employees not to participate in an unethical action. Even though the
organization good in penalize wrong doings, it has lower preventive mechanism, which is shown
in the third elements of this variable that is your organization has developed a written code of
ethics that outlines what is considered ethical and unethical behavior as compared to the other

elements with mean score of 4.16.

The response for element one that is ‘the organization has a zero tolerance to acceptance of gifts
of any kind’ shows that 62(63.9%) respondents agree, and 33(34%) of the respondents strongly
agrees with this element and only 2(2.1%) of the respondents are neutral with this element.
Which means that employees are aware and understand the organizations code of ethics and they
know the organization will not tolerate them if they accept any gift whether its small or not.

Information access must meet ethical guidelines, contractual obligations and government
regulations. In this regard 69(71.1%) of the respondents agree, 23(23.7%) of the respondents
strongly agrees with this element and only 5(5.2%) respondents are neutral. This is also another
representation for the positive effect of professional ethics on procurement performance. The
third one is; your organization has developed a written code of ethics that outlines what is
considered ethical and unethical behavior. Which also shows the positive effect of element three
with 7(7.2%) neutral, 67(69.1%) of the respondents agrees and lastly 23(23.7%) of the
respondents strongly agrees with this element. Even though the mean is smaller than the other

still the result is good by itself.
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The 5(5.2%) are neutral, 67(69.1%) are agrees and 25(25.8%) of the respondents are strongly
agrees with these particular questions, that is there is no a limited nominal value to which gifts
should not be exceeded. The mean of element four is 4.21 which is similar to that of element five
that is one’s level of education determines the understanding and practicing of ethical behavior.
Regarding element four 6(6.2%) respondents are neutral, 65(67%) of the respondents are agree
and the rest 26(26.8%) of the respondents are strongly agreed. Which shows how significant this

variable is on the procurement performance.

The highest mean and lowest standard deviation is recorded in the last element of the
professional ethics that is ‘when a violation of the code of ethics occurs, the organization takes
appropriate disciplinary action on a consistent basis.” with 4.34 mean and 0.498 standard
deviation. In this regard only 1(1%) of respondents are neutral, 62(63.9%) of the respondents are
agreed and the rest 34(35.1%) of the respondents are strongly agreed. Which implies that the
organizations are good in penalizing wrong doings and this element result supports element one

results because the organization will not tolerate wrong doings.

B) Supplier selection and relationship
Table 4.3: Mean value and standard deviation of supplier selection and relationship

Suppliers’ EPSA
EPSA conduct| The procurement | productio |EPSA has gives
regular meeting | practice of |n plan|appropriate  |EPSA’s credit/ho
and discussion |[EPSA facilitate | considers |metrics to [ purchasing |nor  for
with  potential |in getting | the measure and |power is|best
suppliers to [ technically EPSA’s [manage attractive | performi
improve their | competent strategic | supplier’s for ng
performance. suppliers goals. performance. |suppliers. |supplier.
N Valid |97 97 97 97 97 97
Missing | 0 0 0 0 0 0
Mean 3.91 4.06 4.11 4.07 4.11 4.18
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Std.

Deviation

.614 642 627 .617 .610 .629

Mean of mean=4.07

Source: Field survey, 2022

The mean values of Supplier selection and relationship elements were calculated between 3.91
and 4.18 with comparable standard deviations that range between 0.61 and .642. From this
variable the first element that is-‘EPSA conduct regular meeting and discussion with potential
suppliers to improve their performance’ has got the lowest mean value of 3.91 which showed
that the organization was weak in conducting meeting with suppliers as compared with the other
elements of this variable. Even though the organization did not conduct meetings with suppliers
at regular basis it keeps the relationships with them by giving credit/honor for best performing
supplier which is shown in the last element of this variable in which EPSA gives credit/honor for
best performing supplier and its mean value is 4.18.

When we see each element one by one, from 97 respondents 23(23.7%) are neutral, 60(61.9%)
are agreed and 14(14.4%) strongly agreed with element EPSA conduct regular meeting and
discussion with potential suppliers to improve their performance. In this regard even if
significant number of the respondents are neutral most of the respondents are agreed with this
element. The second one is whether or not the procurement practice of EPSA facilitate in getting
technically competent suppliers. From this it noted that 17(17.5%) are neutral which is smaller
than the first element that means most of the respondents are agreed on this element than the first
one; 57(58.8%) are agreed and 23(23.7%) are strongly agreed.

The second lowest mean are recorded in this element with 4.06 and with high standard deviation
that is 0.642. Third element is suppliers’ production plan considers the EPSA’s strategic goals.
Which element is included in the questionnaire to know the organizations positions in the eye of
suppliers. So that 14(14.4%) of the respondents are neutral, 58(59.8%) of the respondents are
agreed and 25(25.8%) of the respondents are strongly agreed with this element. When we see
mean it is 4.11 which is the second highest mean and also similar to the fifth elements, both
elements are included to show the organizations position in the eye of the suppliers. And from
this we can grasp that the organization has a good reputation by the suppliers according to the
employees of EPSA. The fourth questions was ‘EPSA has appropriate metrics to measure and

manage supplier’s performance’. In this regard 15(15.5%) responds neutral, 60(61.9%) responds
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agree and the rest that is 22(22.7%) responds strongly agree. As you can see the fourth element
shows the third lowest mean with mean value of 4.07 which is in line with the first two lowest
mean which indicate that the organization has to work closely in order to build and maintain
relationship with suppliers.

The fifth element is EPSA’s purchasing power is attractive for suppliers, which has the second
highest mean of 4.11 and the lowest standard deviation of 0.61. In this element 13(13.4%) of the
respondents are neutral, 60(61.9%) of the respondents are agreed and 24(24.7%) of the
respondents are strongly agreed. The attractiveness of the organization by suppliers might be due
to the buying capacity of EPSA, since it is the highest pharmaceutical buying organization in
Ethiopia.

The last question of the second variable is to understand whether EPSA gives credit/honor for
best performing supplier, because which gives hint whether the organization recognize or not
suppliers. In this regard the data shows good result, with the highest mean of 4.18 and with
12(12.4%) respondents are neutral, 56(57.7%) respondents are agreed and 29(29.9%) of the
respondents are strongly agreed with this element. Which shows that the organization has good
relationship with suppliers.

C) Specification
Table 4.4: Mean value of Specification

The tender|Having
EPSA has EPSA evaluation |clear
clear EPSA has|All tender|respond criteria  of [ specificatio
specificatio |platform to [requirement [timely when|EPSA are|n §
n for | give s of EPSA|complain is|clear  and|essential to
pharmaceuti | clarification |are stated in|raised in the |understanda |decrease the
cals for any |[the bidding | procurement | ble for [ cost of
procured inquire. document. | process. suppliers accusation
N Valid |97 97 97 97 97 97
Missin
0 0 0 0 0 0
g
Mean 4.36 4.22 4.37 4.30 4.21 4.27
Std. Deviation | .598 599 .682 615 611 638
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Mean of Mean=4.29

Source: Field survey, 2022

The mean values of specification elements were calculated between 4.21 and 4.37 with
comparable standard deviations that range between 0.598 and 0.682. From this variable the fifth
element- ‘“The tender evaluation criteria of EPSA is clear and understandable for suppliers’’ has
got the lowest mean value of 4.21 which showed that the organizations specifications are
somehow unclear as compared with the other elements of specification elements. The highest
mean is recorded for the third element that is all tender requirements of EPSA are stated in the
bidding document which is 4.37. By seeing the content of the lowest and the highest mean it is
possible to conclude that even if EPSA discloses the tender requirements in the bid document,
suppliers fail to understand it.

The first element in this variable is EPSA has clear specification for pharmaceuticals procured,
with 6(6.2%) of the respondents are neutral, 50(51.5%) of the respondents are agreed and
41(42.3%) of the respondents are strongly agreed. This element has the second highest mean
score which shows that EPSA has clearly describe its needs. When we see the second element
EPSA has platform to give clarification for any inquire most of the respondents are agreed and
strongly agreed with 58(59.8%) and 30(30.9%) respectively and few respondents that is 9(9.3%)
are neutral. Which shows that the organization has a mechanism in giving clarification whenever
it arises

The third one is all tender requirements of EPSA are stated in the bidding document. In this
regard most of the respondents are strongly agreed which is 47(48.5%), agree 39(40.2%) and
only 11(11.3%) respondents are neutral. This result implies that the EPSA’s bid document are
standard, clear, inclusive and acceptable since the highest respondents are agreed plus this
element recorded the highest mean. The fourth one is EPSA respond timely when complain is
raised in the procurement process. The result of this element is inline with the second element as
both shows high mean value. In this regard most of the respondents agreed with 52(53.6%), and
next strongly agree which is 37(38.1%) and the last one is neutral with the score of 8(8.2%). As
| have said earlier in element two the organization has a mechanism to give clarification to
suppliers, it is also shown here that EPSA has not only the mechanism but also responds as fast

as possible.
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The fifth one is the tender evaluation criteria of EPSA is clear and understandable for suppliers.

Which has a mean value of 4.21 which is the smallest one when it is compared to the other

elements but since specification elements mean difference is not significant, we can say

respondents are also give high score for this elements as well. So that 10(10.3%) of the

respondents are neutral, 57(58.8%) of the responses are agree and 30(30.9%) of the responses are

strongly agree. What we get from this score is EPSA’s evaluation criteria are clear and

understandable which is good for boosting the procurement performance.

The last element of specification is about to know the effect of specification on one of our

dependent variables that is cost of accusation. In this regard 87 respondents answer was agree or
strongly agree. With 51(52.6%) agree and 36(37.1%) strongly agree; only 10(10.3%)
respondents are neutral. From this result we can see that how specification affects the

procurement performance.

D) Employee satisfaction
Table 4.5: Mean value of Employee satisfaction

Mean of mean=3.68

There  are
opportunities Having I’m planning
for Having satisfied to continue|l would
individual  |satisfied employee is|working for [recommend
career employee is | useful in|the this agency
growth useful in|decreasing |organization |as a good
I’m satisfied |within  the|decreasing [the cost of [for the next|place to
with my job [organization |the lead time [accusation |2 years work
NValid |97 97 97 97 97 97
Missin
0 0 0 0 0 0
g
Mean 3.37 3.57 4.08 4.07 3.54 3.46
Std.
o 546 644 .640 .681 646 662
Deviation

Source: Field survey, 2022
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The mean values of employee satisfaction elements were calculated between 3.37 and 4.08 with
comparable standard deviations that range between 0.546 and 0. 681. From this variable the first
element that is about whether employees are satisfied with their current job which has the lowest
mean value of 3.37 which showed that employees are not satisfied with their current job. The
highest mean is recorded for the third element that is having satisfied employee is useful in
decreasing the lead time which is 4.08, this finding is almost similar to the fourth elements which
is having satisfied employee is useful in decreasing the cost of accusation with mean value of
4.07. Which implies that satisfaction are bases in boosting procurement performance.

The first question in employee satisfaction was are you satisfied with your current job. In this
regard most of the respondents are neutral for this question with 64(66%), and 30(30.9%) of the
respondents agreed and only 3(3.1%) of the respondents are strongly agreed. The second element
is -there are opportunities for individual career growth within the organization. For this
50(51.5%) of them are neutral, 39(40.2%) of them agreed and only 8(8.2%) of them strongly
agreed. Which implies that most of the respondents do not think they will grow their career, so
that are looking for other recruiting agencies.

The third element is about the effect of employee satisfaction on lead time which is one indicator
of procurement performance. In this regard 16(16.5%) of the response are neutral, 57(58.8%) of
the response are agree and 24(24.7%) of the response are strongly agree. Similar finding are
noticed in fourth element that shows the effect of employee satisfaction on cost of accusation
which is one indicator of procurement performance. In this regard 19(19.6%) of the response are
neutral, 52(53.6%) of the response are agree and 26(26.8%) of the response are strongly agree.
From this value we can notice that the positive correlation of employee satisfaction on
procurement performance

The fifth one is about employees will work for the next two years and the findings are not good
for the organization. So the results are 53(54.6%) neutral, 36(37.1%) agree and only 8(8.2%)
strongly agree. The last one is about whether they recommend the organization as good work
place. The results are good as of the fifth element for the organization which are 61(62.9%)
neutral, 27(27.8%) agree and only 9(9.3%) strongly agree. So, from the above two elements we

can learn that employees are not satisfied with organization.
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E) Employee competency
Table 4.6: Mean value of Employee competency

All
technical
There is a|Having Having staff have|Employee |Technical
clear competent | competent |taken know in | personnel’s
understandi [employee is|employee is |enough handling have
ng of the[useful in | useful in [ supply end to end|enough
mission and |decreasing |decreasing |chain the knowledge
vision of the | the lead [the cost of | courses procurement | in handling
organization | time accusation | (Certificate) |practices suppliers
N Valid |97 97 97 97 97 97
Missin
0 0 0 0 0 0
g
Mean 4.27 4.41 4.35 4.11 4.11 4.08
Std. Deviation | .654 625 596 .659 593 534

Mean of mean=4.22

Source: Field survey, 2022

The mean values of employee competency elements were calculated between 4.08 and 4.41 with

comparable standard deviations that range between 0.534 and 0.654. From this variable the mean

of the elements are almost similar with average mean value of 4.22, but they have small

differences so to show this small differences the sixth element that is about ‘‘technical

personnel’s have enough knowledge in handling suppliers’’ has the smallest mean compared to

the other elements that is 4.08 and the largest mean registered in the second element followed by

the third element with mean value of 4.41 and 4.35 respectively, which are the elements that

have a direct relationship with dependent variable that is lead time and cost of accusation. So,

getting a high mean value for element two and three means this variable has a significant effect

on procurement performance.
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» Employee competency-element one
When we see element one which is about whether the mission and vision of the
organization are clearly understandable by employees, as you can see from the below
table most respondents are agree or strongly agree with this element which means this
element has a significant effect on procurement performance.

Table 4.7: Understanding of the mission and vision of the organization

Frequenc Valid Cumulative
y Percent |Percent Percent
Valid Neutral 11 11.3 11.3 11.3
Agree 49 50.5 50.5 61.9
Strongly
37 38.1 38.1 100.0
Agree
Total 97 100.0 100.0

Source: Field survey, 2022
» Employee competency-element two
In this regard only 7(7.2%) of the employees are neutral to this element. In addition to
this the mean of this element is the highest one (refer table 6 for mean) so there is a
significant correlation with procurement performance.

Table 4.8: Having competent employee is useful in decreasing the lead

time
Frequenc Valid Cumulative
y Percent |Percent Percent
Valid Neutral 7 7.2 7.2 7.2
Agree 43 443 44.3 91.5
Strongly
Agree 47 48.5 48.5 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

» Employee competency-element three
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As you can see from the below table the effect of competency on cost of accusation, the
significance is high, plus the mean of this element is the second highest value. From this
we can say that competency have a direct and significant effect on procurement
performance.

Table 4.9: Having competent employee is useful in decreasing the cost of

accusation
Frequenc Valid Cumulative
y Percent |Percent Percent
Valid Neutral 6 6.2 6.2 6.2
Agree 51 52.6 52.6 58.8
Strongly
Agree 40 41.2 41.2 100.0
Total 97 100.0 100.0

Source: Field survey, 2022
» Employee competency-element four
In this regard the mean of this element is the second smallest one, so the effect of element
four is a little bit lower on procurement performance as compared to the other elements,
even if the mean of this element is high by itself without comparing it with other
elements of this variable. Only 16(16.6%) of the respondents are neutral but the rest that
is 81(83.4%) of the respondents are agree or strongly agree.

Table 4.10: All technical staff have taken enough supply chain courses

Certificate
Frequenc Valid Cumulative
y Percent |Percent Percent
Valid Neutral 16 16.5 16.5 16.5
Agree 54 55.7 55.7 72.2
Strongly
Agree 27 27.8 27.8 100.0
Total 97 100.0 100.0

Source: Field survey, 2022
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» Employee competency-element five
The fifth element is about employees’ experience and knowledge in handling
procurement practices from end to end. The result shows that it has significant effect on
procurement performance with only 12(12.4%) of the respondents are neutral and the rest
are agree and strongly agree.

Table 4.11: Employee know in handling end to end the procurement

practices
Frequenc Valid Cumulative
y Percent |Percent Percent
Valid Neutral 12 12.4 12.4 12.4
Agree 62 63.9 63.9 76.3
Strongly
Agree 23 23.7 23.7 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

» Employee competency-element six
In the final element still the significance of this element is high even if the mean value is
somehow the smallest as compared to the other elements. When we see the significance
69(71.1%) of the respondents are agreed with this element.

Table 4.12: Technical personnel’s have enough knowledge in handling

suppliers
Frequenc Valid Cumulative
y Percent |Percent Percent
Valid Neutral 10 10.3 10.3 10.3
Agree 69 71.1 71.1 81.4
Strongly
Agree 18 18.6 18.6 100.0
Total 97 100.0 100.0

Source: Field survey, 2022
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F) Procurement policy

Table 4.13: Mean value of Procurement policy

EPSA EPSA’s

prepares procurement
EPSA’s procurement | practices
procurement related ensures that

practice done [Employees |trainings for|procurement [Procurement

in are aware of|newly joined|policies are|policy is not
accordance |the staffs before | strictly a constraint
with the [ procurement |they start the | followed in the

procurement | policy of | procurement |throughout |[procurement

policy EPSA job. the process | practices
N Valid 97 97 97 97 97
Missing | O 0 0 0 0
Mean 4.22 4.27 4.05 4.22 4.28
Std. Deviation |.599 550 584 544 515

Mean of mean=4.21

Source: Field survey, 2022

The mean values of procurement policy elements were calculated between 4.05 and 4.28 with
comparable standard deviations that range between 0.515and 0. 599. From this variable the mean
of the elements are almost similar with average mean value of 4.21 but they have small
differences to show this small differences the third element that is about ‘EPSA prepares
procurement related trainings for newly joined staffs before they start the procurement job.” has
the smallest mean compared to the other elements that is 4.05 and the largest mean registered in
the fifth element followed by the second element with mean value of 4.28 and 4.27 respectively.
The elements in this variable have almost similar mean value having a positive value of affecting

the procurement performance.
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The following tables shows the frequency and percentage of responses for each element: -

» Procurement policy-element one

Table 4.14: EPSA’s procurement practice done in accordance with the

procurement policy

Frequency |Percent [Valid Percent |[Cumulative Percent
\Valid Neutral 9 0.3 0.3 0.3
Agree 58 59.8 59.8 69.1
Strongly Agree}30 30.9 30.9 100.0
Total 97 100.0 100.0
Source: Field survey, 2022

» Procurement policy-element two

Table 4.15: Employees are aware of the procurement policy of EPSA

Frequency |Percent [Valid Percent |[Cumulative Percent
\Valid Neutral 5 5.2 5.2 5.2
Agree 61 62.9 62.9 68.0
Strongly Agreej31 32.0 32.0 100.0
Total 97 100.0 100.0
Source: Field survey, 2022

» Procurement policy-element three

Table 4.16: EPSA prepares procurement related trainings for newly joined staffs

before they start the procurement job.

[Frequency [Percent |Valid Percent [Cumulative Percent
\Valid Neutral 14 14.4 14.4 14.4
Agree |64 66.0 66.0 80.4
Strongly Agree]19 19.6 19.6 100.0
Total 97 100.0 100.0
Source: Field survey, 2022
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» Procurement policy-element four
Table 4.17: EPSA’s procurement practices ensures that procurement
policies are strictly followed throughout the process

Cumulative

Frequency |Percent [Valid Percent |Percent

\alid Neutral 6 6.2 6.2 6.2
Agree 64 66.0 66.0 72.2
Strongly Agreej27 27.8 27.8 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

» Procurement policy-element five
Table 4.18: Procurement policy is not a constraint in the procurement

practices
Frequenc Valid Cumulative
y Percent |Percent Percent
\Valid Neutral 3 3.1 3.1 3.1
Agree 64 66.0 66.0 69.1
Strongly
Agree 30 30.9 30.9 100.0
Total 97 100.0 100.0

Source: Field survey, 2022
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G) Lead time
Table 4.19: Mean value of Lead time
Local agents Incomplete
Lea [Suppliers |of principal [L/C shipment

Suppliers | Suppliers |d are suppliers are | extension document is
deliver  [usually time | responsive | responsive to |request is|one of the
awarded |[submit the [usua | for facilitate the|the  major [ causes of
products |required |lly |emergency |process cause of | long
fully on|documents |achi |order  of [between the [stock out for | procurement
time. timely. eved | EPSA. two parties. |EPSA. lead time.

Valid |97 97 97 |97 97 97 97

Missin
0 0 0 0 0 0 0

g

Mean |3.78 4.10 3.66 |4.03 4.16 4.08 3.99

Std.

Deviati |.710 568 877 |.567 472 493 621

on

Mean of mean=3.97

Source: Field survey, 2022

The mean values of lead time elements were calculated between 3.66 and 4.16 with comparable
standard deviations that range between 0. 472 and 0. 877. From element five it is noticed that
local agents of principal suppliers are responsive to facilitate the process between the two parties
(EPSA and supplier) with mean value of 4.16. The second highest value is recorded in the
second element which is ‘suppliers usually submit the required documents timely, with mean
value of 4.10. The fourth highest mean is recorded in the third element of this variable that is
suppliers are responsive for emergency order of EPSA. From these three elements of this
variable, we can see the importance of suppliers and local agents in order to minimize the lead
time of pharmaceutical procurement. The third highest mean value recorded in the sixth element
with 4.08 mean value, that shows the effect of Letter of credit extension on lead time. The
lowest mean value is recorded in the third element which is 3.66, the reason for this lower mean

value is 7(7.2%) of the respondents disagree with this value as shown in the table 22 below.
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» Lead time element one
Table 4.20: Suppliers deliver awarded products fully on time.

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 37 38.1 38.1 38.1
Agree 44 454 45.4 83.5
it;fgf'y 16| 165 16.5 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

» Lead time element two
Table 4.21: Suppliers usually submit the required documents timely.

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 11 11.3 11.3 11.3
Agree 65 67.0 67.0 78.4
it;‘sgf'y 21| 216 216 100.0
Total 97 100.0 100.0
Source: Field survey, 2022
> Lead time element three
Table 4.22: Lead time usually achieved
Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 7 7.2 7.2 7.2
Neutral 38 39.2 39.2 46.4
Agree 33 34.0 34.0 80.4
it;?:gy 19| 196 19.6 100.0
Total 97 100.0 100.0

Source: Field survey, 2022
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> Lead time element four
Table 4.23: Suppliers are responsive for emergency order of EPSA.

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 14 14.4 14.4 14.4
Agree 66 68.0 68.0 82.5
it;?:eg'y 17| 175 175 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

> Lead time element five
Table 4.24: Local agents of principal suppliers are responsive to

facilitate the process between the two parties.

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 4 4.1 4.1 4.1
Agree 73 75.3 75.3 79.4
Strongly 20| 206 20.6 100.0
Agree
Total 97 100.0 100.0

Source: Field survey, 2022

» Lead time element six
Table 4.25: L/C extension request is the major cause of stock out for

EPSA.
Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 8 8.2 8.2 8.2
Agree 73 75.3 75.3 83.5
it;fgf'y 16| 165 16.5 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

44



Effect of procurement management practices on procurement performance

> Lead time element seven

Table 4.26: Incomplete shipment document is one of the causes of long procurement

lead time.
Freguency Percent Valid Percent Cumulative Percent
Valid  Neutral 19 19.6 19.6 19.6
Agree 60 61.9 61.9 81.4
Strongly
Total 97 100.0 100.0
Source: Field survey, 2022
H) Cost of accusation
Table 4.27: Mean value of Cost of accusation
Professional
Having ly ethical
Good By professionally [employee
Extende [Failing to [ specificati | Effectively increasing [ competent will
d lead|follow the[on  will|managing the [employees’ |employee contribute
time has [procurement [have a|relationship |satisfaction [means EPSA/|its part in
increase |policy during|positive |with supplier|its possible |will get | having
d the [ procurement |[effect on|is one way of [to decrease | pharmaceutic |pharmaceuti
cost of|increases the|[the total | decreasing the |the total [als at lowest|cals at a
accusati | cost of | cost of |total cost of|cost of | possible total | reasonable
on accusation accusation | ownership ownership | cost cost
hValid 14 97 97 97 97 97 97
Missi
0 0 0 0 0 0 0
ng
Mean |4.34 4.26 4.14 4.22 4.31 4.05 4.28
Std.
Deviati |.748 740 677 599 .566 .619 .608
on

Mean of mean=4.23

Source: Field survey, 2022

The mean values of cost of accusation elements were calculated between 4.05 and 4.34 with

comparable standard deviations that range between 0. 566 and 0.748. From this variable we can
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see that extended lead time is the main reason for the increase of the cost of accusation which

shown in the above table of element one with 4.34 average mean value. The second element that

have effect on cost of accusation is located in the fifth column in which employee satisfaction

has the most effect on cost of accusation next to extended lead time with average mean value of

4.31. Third element that have the most effect on cost of accusation is failing to follow

professional ethics which is located in the seventh column with average mean value of 4.28. The

fourth factor is procurement policy which have average mean value of 4.26. The lowest mean

value is recorded in the sixth column which is employee competency according to the above

findings.

» Cost of accusation element one
Table 4.28: Extended lead time has increased the cost of accusation

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 16 16.5 16.5 16.5
Agree 32 33.0 33.0 49.5
it;fgf'y 49| 505 50.5 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

» Cost of accusation element two
Table 4.29: Failing to follow the procurement policy during

procurement increases the cost of accusation

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 17 17.5 17.5 17.5
Agree 38 39.2 39.2 56.7
Strongly 42| 433 433 100.0
Agree
Total 97 100.0 100.0

Source: Field survey, 2022

> Cost of accusation element three
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Table 4.30: Good specification will have a positive effect on the total
cost of accusation

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 16 16.5 16.5 16.5
Agree 51 52.6 52.6 69.1
Strongly 30| 309 30.9 100.0
Agree
Total 97 100.0 100.0

Source: Field survey, 2022

» Cost of accusation element four
Table 4.31: Effectively managing the relationship with supplier is one
way of decreasing the total cost of ownership

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 9 9.3 9.3 9.3
Agree 58 59.8 59.8 69.1
it;fgf'y 30| 309 30.9 100.0
Total 97 100.0 100.0

Source: Field survey, 2022

» Cost of accusation element five
Table 4.32: By increasing employees’ satisfaction its possible to
decrease the total cost of ownership

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 5 5.2 5.2 5.2
Agree 57 58.8 58.8 63.9
Strongly 35| 361 36.1 100.0
Agree
Total 97 100.0 100.0

Source: Field survey, 2022
» Cost of accusation element six
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Table 4.33: Having professionally competent employee means EPSA
will get pharmaceuticals at lowest possible total cost

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 16 16.5 16.5 16.5
Agree 60 61.9 61.9 78.4
Strongly 21| 216 21.6 100.0
Agree
Total 97 100.0 100.0

Source: Field survey, 2022

» Cost of accusation element seven
Table 4.34: Professionally ethical employee will contribute its part in

having pharmaceuticals at a reasonable cost

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Neutral 8 8.2 8.2 8.2
Agree 54 55.7 55.7 63.9
it;fgfly 35| 361 36.1 100.0
Total 97 100.0 100.0

Source: Field survey, 2022
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I) Summary

Table 4.35: Summary of the above results

Items N Mean Standard deviation
Professional ethics 97 4.24 0.34
Supplier selection and relationship 97 4.07 0.40
Specification 97 4.29 0.44
Employee satisfaction 97 3.68 0.44
Employee competency 97 4,22 0.41
Procurement policy 97 4.21 0.37
Lead time 97 3.97 0.36
Cost of accusation 97 4.23 0.47

Source: Field survey, 2022

The above table shows the overall calculated mean scores of all the six procurement management

practices which is the independent variables and the two-procurement performance which is the

dependent variables that we have discussed above.

J) Correlation among independent and dependent Variables

A correlation is a statistical test that provides insight on the relationship (if any) between two

variables. Hence, in this study Pearson Correlation Coefficient (r) was utilized to look at the

relationship; between the two dependent variables and the six independent variables by using a

two-tailed test.

Table 4.36: Correlations
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CA
EQC SSC SPC ESC ECC PPC LTC C
Pearson .
_ 1 .097 024 -.019 114 -071 212 153
Correlation
Sig. (2-tailed) 346 816 854 266 491 .037 136
N 97 97 97 97 97 97 97 97
Pearson - - . .. |-410
_ .097 1 483 -.002 406 394 276 L
Correlation
Sig. (2-tailed) 346 .000 087 .000 .000 .006 .000
N 97 97 97 97 97 97 97 97
Pearson - - - - 486
_ 024 483 1 .086 411 439 446 L
Correlation
Sig. (2-tailed) 816 .000 401 .000 .000 .000 .000
N 97 97 97 97 97 97 97 97
Pearson .269
_ -.019 -.002 .086 1 .081 .168 194 N
Correlation
Sig. (2-tailed) 854 087 401 432 .099 057 .008
N 97 97 97 97 97 97 97 97
Pearson - - - - .540
_ 114 406 411 081 1 424 408 N
Correlation
Sig. (2-tailed) 266 .000 .000 432 .000 .000 .000
N 97 97 97 97 97 97 97 97
Pearson - - - w319
_ -071 394 439 168 424 1 .305 N
Correlation
Sig. (2-tailed) 491 .000 .000 .099 .000 .002 .001
N 97 97 97 97 97 97 97 97
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Pearson . " " " - D77
_ 212 276 446 194 408 .305 1 N
Correlation
Sig. (2-tailed) .037 .006 .000 057 .000 .002 .000
N 97 97 97 97 97 97 97 97
Pearson *%k *k EE 3 *k *k
_ 153 410 486 269 540 319 577 1
Correlation
Sig. (2-tailed) 136 .000 .000 .008 .000 .001 .000
N 97 97 97 97 97 97 97 97

*. Correlation is significant at the 0.05 level (2-tailed).

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

Source: Field survey, 2022

The above table shows the correlation coefficient of the six factors affecting procurement
performance where all are positively correlated with procurement performance of EPSA within
the range of 0.153 up to 0.577. When we further look at into each factor with their coefficients
which indicates the six independent variables on lead time (dependent variable one): Professional
ethics(r=0.212), Supplier selection and relationship(r=0.276), Specification(r=0.446), Employee
satisfaction(r=0.194), Employee competency(r=0.408) and Procurement policy(r=0.305)

When we further look at into each factor with their coefficients which indicates the six
independent variables on cost of accusation (dependent variable two): Professional
ethics(r=0.153), Supplier selection and relationship(r=0.410), Specification(r=0.486), Employee

satisfaction(r=0.269), Employee competency(r=0.540) and Procurement policy(r=0.319)

Hence, Professional ethics, Supplier selection and relationship, Specification, Employee
satisfaction, Employee competency and Procurement policy have a significant correlation with

procurement performance.

K) Regression Analysis
It is conducted to know the extent which dependent variable is explained by the independent

variables. The regression was conducted between the six independent variables that are

Professional ethics, Supplier selection and relationship, Specification, Employee satisfaction,
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Employee competency and Procurement policy and the dependent variable that is the

procurement performance.
Multi Collinearity Tests
Multi collinearity refers the highly correlation situation of independent variables.

Table 4.37: Multi Collinearity test of independent variables

Model Collinearity Statistics
Tolerance VIF

Professional ethics 961 1.041
Supplier selection and | .684 1.463
relationship

Specification 667 1.499
Employee satisfaction .964 1.038
Employee competency 714 1.401
Procurement policy .685 1.461

a. Dependent Variable: Procurement performance

Source: Field survey, 2022
The result in the table shows that the tolerance for all independent variable is greater than 0.1 and
all VIF<10 which shows no series issue between collinearity between independent variables.

Therefore, multi collinearity does not seem to be a problem for the variables.

Table 4.38: Model Summary

Model Summary®

Adjusted R |Std. Error of
Model | R R Square | Square the Estimate
1 .690? 476 441 .27596
a. Predictors: (Constant), PPC, EQC, ESC, SSC, ECC,
SPC

b. Dependent Variable: procurement performance
Source: Source: Field survey, 2022
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The model summary shown on the table displays the significance and percentage of variation in
procurement performance which is due to the independent variables that are Professional ethics,
Supplier selection and relationship, Specification, Employee satisfaction, Employee competency
and Procurement policy. Multiple correlations R of +0.690? represent the combined correlation

of all the independent variables. This means that there is a relationship between the variables.

You can see from our value of 0.476 that our independent variables explain 47.6% of the
variability of our dependent variable. And 52.4% (100%-47.6%) of the variation is caused by

factors other than the predictors included in this model.

To accurately report the data interpretation of "Adjusted R Square” (adj. R2) is another important
factor. A value of 0.441 in this indicates true 44.1% of variation in the outcome variable is
explained by the predictors which are to keep in the model. Since the discrepancy are small so

we can say a good fit of model.

Table 4.39: ANOVA

ANOVA?
Sum of Mean
Model Squares df Square F Sig.
1 Regression |6.215 6 1.036 13.603 |.000°
Residual 6.854 90 076
Total 13.069 96

a. Dependent Variable: procurement performance
b. Predictors: (Constant), PPC, EQC, ESC, SSC, ECC, SPC
Source: Field survey, 2022

In the ANOVA the above table, we have the F value of 13.603 which is with significance
p<0.05. This shows that the dependent is significantly related to the six independent variables
taken together as a set. The multiple correlations are therefore highly significant. In order to see

the contribution of factors that affect procurement performance, regression analysis of
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procurement management practices (independent variable) was conducted. As shown in below

table, provides the result of multiple regression analysis beta coefficient and significance.

Table 4.40: Coefficients

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error | Beta t Sig.
1 (Constant) |-.027 .556 -.049 961
EQC 165 .085 151 1.939 .056
SsC .079 .086 .085 922 359
SPC 267 .078 321 3.438 .001
ESC A77 .065 212 2.726 .008
ECC 301 .081 .338 3.735 .000
PPC .009 .093 .009 .095 924

Dependent Variable: procurement performance
Source: Field survey, 2022

The standardize beta esteem appears the number of standard deviation that the result will alter in
predictor as a result of one standard deviation alter. The standard deviation units are specifically
comparable; hence, they give a better knowledge of a predictor in the model. The large value of
beta coefficient in an independent variable has the more vital determinant in foreseeing the
dependent variable. The standardize beta esteem for employee competency is 0.338. This
appears that, this variable has generally solid degree of significance in affecting procurement
performance than the other five factors. Similarly, the standardized beta value for specification is
0.321 which shows this factor has slightly lower degree of importance than employee
competency but higher than the other four factors. The third highest beta value recorded in

employee satisfaction which is 0.212. The fourth highest beta value are recorded for professional
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ethics which is 0.151. Lowest beta value recorded for supplier selection and relationship and
procurement policy which is 0.085 and 0.009 that have low importance in affecting the
procurement performance. The smallest beta value for supplier selection and relationship and
procurement policy might be due many factors the sample size and other factors.

The coefficient table shows significant regression coefficients, such as employee competency is
significant at p< 0.05). That means, keeping Professional ethics, Supplier selection and
relationship, Specification, Employee satisfaction and Procurement policy constant, one unit of
increase in employee competency will increase procurement performance by 0.301 unit (with P<
0.05). The other one is keeping Professional ethics, Supplier selection and relationship,
employee competency, Employee satisfaction and Procurement policy constant, a one unit
increase in specification will increase procurement performance by 0.267 unit (with P< 0.05).
The third one is keeping Professional ethics, Supplier selection and relationship, employee
competency, specification and Procurement policy constant, a one unit increase in employee
satisfaction will increase procurement performance by 0.267 unit (with P< 0.05), the other one is
keeping Specification, Supplier selection and relationship, employee competency, Employee
satisfaction and Procurement policy constant, a one unit increase in professional ethics will
increase procurement performance by 0.165 unit (with P> 0.05), but, professional ethics is not
significant because p>0.05. But this does not mean that the variable, professional ethics doesn’t

have effect on procurement performance.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This study was carried out to establish the effect of procurement management practices on
procurement performance in case of Ethiopian Pharmaceutical Supply Agency (EPSA). The
study had six objectives, to find out the effect of supplier selection on procurement performance
in EPSA, to establish the effect of procurement staff competence on procurement performance in
EPSA, to determine the effect of item specification on procurement performance in EPSA, to
evaluate the effect of professional ethics on procurement performance in EPSA, to evaluate the
effect of procurement policy on procurement performance in EPSA and to determine the effect
of employee satisfaction on procurement performance in EPSA. This chapter deals with the

summary of the six objectives findings, the conclusions and recommendations.

5.2 Summary of Findings

In this study, the researcher looked for the effect of procurement management practices on
procurement performance from EPSA employee perspective in the case of Ethiopian
pharmaceutical supply agency (EPSA).

Pharmaceuticals procurement is somehow different from other commercial goods procurement
due to special nature of pharmaceuticals. They are expensive, sensitive to the environment;
determine the health status of a given community and require trained human power on the area.
They have significant commercial and health value in the given country.

The study showed the effect of procurement management practices on the procurement
performance and the direction and strength of independent variables on the dependent variables.
To meet these objectives, the collected data were processed in both descriptive and inferential
statistics, specifically correlation and regression analysis were made to know the level of
relationship and the degree of it respectively.

From the demographic profile of respondents 59.8% were male and the rest 40.2%were female

respondents. In relation to respondent education level, minimum of degree from which we can
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infer that the respondents are educated and they understood better the subject in the discussion.
Finally, the work experiences of the respondents, 73.2% of the employees have greater than three
years of work experience.

The analysis result illustrates that the mean score values for procurement management practice
variables have high mean value (between 3.68 and 4.29), which indicates the procurement
management practice variables and procurement performance have positive relationships. From
the result of mean score value, we can say that EPSA has a good procurement performance.

The study also found a significant positive correlation among the six procurement management
practice variables these are Professional ethics, Supplier selection and relationship, Specification,
Employee satisfaction, Employee competency and Procurement policy and Procurement
performance. The correlation result depicts there is a relationship between independent and
dependent variables and relationship is significant. The result of the regression analysis also
depicts Employee competency, Specification, Employee satisfaction and Professional ethics has
statistically significant relationship with procurement performance in ascending order. But on the
contrary Supplier selection and relationship and Procurement policy have low significant effect

on procurement performance.

5.3 Conclusion

The output given from the findings indicate that the six variables have positive relationship with
procurement performance. Based on the correlation and regression analysis conducted to check
the relationship and the significance level between the dependent and the independent variables,
Employee competency, Specification and Employee satisfaction have significant relationship and
affect procurement performance while, Professional ethics, Supplier selection and relationship
and Procurement policy have positive relationship with procurement performance but it is not
significant.

Therefore, the study concludes that competent employee, proper procurement specification and
satisfaction of employee determines the success of procurement performance. However, the
study concludes that incompetent employee, poor specification and unsatisfied employee is a
major setback of procurement performance

Whereas the rest two independent variables Professional ethics, Supplier selection and
relationship and Procurement policy have a positive effect on procurement performance of the

organization but the effect is not significant.
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5.4 Recommendations

Based on the discoveries, the researcher proposes the following points as recommendation to the
problem.

The study has shown us procurement management practices can affect the performance of the
procurement so that we can manipulate these practices in order to enhance the organizations
procurement performance.

Regarding the employee satisfaction the organization has to work to identify employees need and
to give response accordingly. Even if the organization has competent procurement professionals
it has to work on retaining them since significant number of respondents are not sure whether
they will work or not for the next 2 years.

The organization has to give training for newly joined staffs before they start the actual job, since
most of the employees do have health-related educational background with limited knowledge on
procurement. So, all staffs have to be equipped with courses of procurement and supply chain
management courses, since employee satisfaction has a positive and significant effect on
procurement.

The organization has to keep checking and updating the specification of items to be procured,
since specification has a positive and significant effect on procurement performance.

Lastly the organization has to work on professional ethics of its employees by giving trainings

and by taking appropriate disciplinary actions whenever a violation of the code of ethics occurs.
The sample was drawn from only EPSA procurement staffs that is from three directorate, thus
this study may be limited in its generalization of the findings. It can be replicated with a larger,

more representative sample. It is also recommended that this study can be replicated in different
public sectors within Ethiopia which participate in similar business as of EPSA.
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Addis Ababa University
College of business and Economics
School of commerce

Questionnaire on assessment of the effects of procurement management practices on

procurement perfo rmance.

This questionnaire has been designed for academic use only. It aims to establish the effect of
tender management practice on procurement performance. Please note that the data that you
provide will be handled with utmost confidentiality and privacy. Thank you for your

consideration.
» Don’t write your name.

Part 1. General Information and Demographic background of respondents Please tick (v) or

provide your own answers where applicable.

1.Gender Male [ | Female |

2. Age

18-25 26-35 36-45 Above 46

3. Educational background

CertificateD DipIomaD DegreeD Masters Others (specify)

4. Years of Experience in your company

0<3 [ | 3<7[ ] 7=<10 10<13[ | >13[ |

5. Field of study

Pharmacist |:|

Laboratory technologist| |

Biomedical Engineer
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Other (specify) -------=-m-mmmmmmmmmmm oo

6. What is your position in this organization?

Procurement officer

Procurement coordinator

Procurement Director

Others (please specify)

Part I1: Main Questionnaire.

Please rate to what degree you agree on the following statements regarding procurement

management practices and its effect on procurement performance. The scale below will be

applicable: 1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 = Strongly Agree

SN | Professional Ethics
The organization has a zero
1 tolerance to acceptance of gifts of
any kind.
Information access must meet
ethical guidelines, contractual
: obligations and  government
regulations.
Your organization has developed a
3 written code of ethics that outlines

what is considered ethical and

unethical behavior
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There no a limited nominal value
to which gifts should not be

exceeded.

One’s level of  education
determines the understanding and

practicing of ethical behavior.

When a violation of the code of
ethics occurs, the organization
takes appropriate  disciplinary

action on a consistent basis.

SN

Supplier selection and relationship

EPSA conduct regular meeting
and discussion with potential
suppliers to  improve their

performance.

The procurement practice of
EPSA  facilitate in  getting

technically competent suppliers

Suppliers’ production plan
considers the EPSA’s strategic

goals.

EPSA has appropriate metrics to
measure and manage supplier’s

performance.

EPSA’s purchasing power is
attractive for suppliers.

EPSA gives credit/honor for best

performing supplier.

SN

Specification
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EPSA has clear specification for

! pharmaceuticals procured
EPSA has platform to give
: clarification for any inquire.
All tender requirements of EPSA
3 are stated in the bidding
document.
EPSA respond timely when
4 complain is raised in the
procurement process.
The tender evaluation criteria of
5 EPSA is clear and understandable
for suppliers
Having clear specification is
6 essential to decrease the cost of
accusation
SN | Employee satisfaction
1 I’'m satisfied with my job
There are opportunities  for
2 individual career growth within
the organization
Having satisfied employee is not
3 useful in decreasing the lead time
Having satisfied employee is not
4 useful in decreasing the cost of
accusation
I’'m planning to continue working
5 for the organization for the next 2
years
6 | would recommend this agency as
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a good place to work

SN

Employee competency

There is a clear understanding of
the mission and vision of the

organization

Having competent employee is

useful in decreasing the lead time

Having competent employee is
useful in decreasing the cost of

accusation

All technical staff have taken
enough supply chain courses
(Certificate)

Employee know in handling end
to end the procurement practices

Technical  personnel’s  have
enough knowledge in handling

suppliers

SN

Procurement policy

EPSA’s procurement practice
done in accordance with the

procurement policy

Employees are aware of the

procurement policy of EPSA

EPSA  prepares  procurement
related trainings for newly joined
staffs before they start the

procurement job.

EPSA’s procurement practices

ensures that procurement policies
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are strictly followed throughout

the process

Procurement policy is a constraint

° in the procurement practices

SN | Lead time

1 Suppliers deliver awarded
products fully on time.

2 Suppliers usually submit the
required documents timely.

3 Lead time usually achieved

4 Suppliers are responsive for
emergency order of EPSA.

5 Local agents of principal suppliers
are responsive to facilitate the
process between the two parties.

6 L/C(letter of credit) extension
request is the major cause of stock
out for EPSA.

7 Incomplete shipment document is
one of the causes of long
procurement lead time.

SN | Cost of accusation
Extended lead time has increased

! the cost of accusation
Failing to follow the procurement

2 policy during procurement
increases the cost of accusation

3 Good specification will have a

positive effect on the total cost of
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accusation

Effectively managing the
relationship with supplier is one
way of decreasing the total cost of

ownership

By increasing employees’
satisfaction its possible to decrease

the total cost of ownership

Having professionally competent
employee means EPSA will get
pharmaceuticals at lowest possible

total cost

Professionally ethical employee
will contribute its part in having
pharmaceuticals at a reasonable

cost
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