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Abstract: Selecting and maintaining competent suppliers is very essential in procurement. However, many factors 

affect a firm's ability to choose the right supplier. Less has been done to investigate the Role of supplier evaluation 

criteria on Supply chain performance in Kenya, particularly in Office of the Auditor-General. This study was 

undertaken with the main objective of assessing the Role of Supplier evaluation criteria on Supply Chain 

Performance in Kenya with reference to Office of the Auditor-General.  The study was guided by four variables; 

supplier technical capability, supplier finances, quality management and lead-time.  A structured questionnaire 

was used to collect information on the role of supplier evaluation criteria on supply chain performance in Kenya 

with reference to Office of the Auditor-General. 
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1.   INTRODUCTION 

Supplier evaluation is a significant process for any organization because on average, products that are purchased account 

for between forty and sixty percent of sales of end products (Chartered Institute of Procurement and Supply). This directly 

influence the quality and cost of purchased products; a small gain in cost due to supplier selection has significant benefits 

for organizations. Supplier evaluation is one of the activities executed by procurement staff and one whose effective 

execution determines the success or failure in the procurement performance. Purchases from suppliers account for more 

than half of total costs for most companies and in some industries, such as electronics, telecommunications, construction, 

and automotive, this portion is normally substantially higher (Gadde & Håkansson, 2001).  

Statement of the problem: 

The purpose was to assess the Role of Supplier Evaluation Criteria on supply chain performance in Kenya with reference 

to Office of the Auditor-General. The basic supplier selection tool has traditionally been the competitive bid and suppliers 

have been selected on the basis of the competition of their offer. However, there are more and more situations in which 

competitive bidding is not sufficient. This is the case whenever close relations have to be established with suppliers. 

Buyers must then proceed to a comprehensive evaluation of their potential suppliers and need to assess their overall 

capabilities as much as their ability to fulfill specific needs.  In order to satisfy the emerging demand for a reservoir or 

panel of dependable suppliers, accessible at all time as specific needs arise, the supplier selection process must comprise 

two distinct activities. First is a continuous activity of supplier qualification in which suppliers are evaluated on the basis 

of their capabilities and secondly is a discrete activity of supplier selection triggered by specific needs and in which 

suppliers are evaluated on the basis of their offer and capabilities. It is important to bear in mind that generally speaking 

the construction of a panel of qualified suppliers entails significant expenses that might be justified only for critical 

purchase segments (Aseka, 2010).  
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Several studies have been undertaken on supplier selection and evaluation. Završnik (1998)  established that purchasing 

management has a significant bearing on the profitability and performance of organizations and their overall 

competitiveness. According to Agaba and Shipman (2006), negative procurement practices are manifested in wrong 

computation of costs by evaluation teams, shoddy commodities and goods, poor performance of construction works, 

failure to complete performance of contracts on time or not at all.  According to Schiele (2007), extensive supplier audits 

significantly influence a firm’s performance level.  Effective procurement promises to cut operational costs all across the 

supply chain, but it also raises the expectations of buyers posing a challenge for buyer satisfaction and supply chain 

performance. Weber, Current, and Benton (1991) in their study showed that assessment of a supplier's willingness and 

ability to share information significantly affects performance. However, less has been done in developing countries as 

these studies were majorly done in the developed countries. There is clear evidence of prolonged inefficiency, financial 

mismanagement, waste and malpractices among these, lack of procurement ethics in many Kenyan corporations and 

parastatals (Aseka, 2010). Government demands high procurement performance, efficiency and reduced cost in respect of 

supply and service cost to be reduced and one of the ways is supplier evaluation and hence, the  importance of vigorously 

supplier evaluation.  

A number of studies have been done in the area of procurement in Kenyan context.   For instance Ondieki (2000) in his 

study recommended that manufacturing firms should borrow a leaf from those that have successful proactive procurement 

functions in place.  However, the study did not show the benefits firms stand to gain by adopting proactive procurement 

practices.  Kakwezi and Sony (2010) illustrated that procurement planning is an ingredient to service delivery, but the 

study focused on service delivery ignoring other measures of procurement like financial gains from cost reduction. On the 

other hand Nantage (2011) asserts that strategic procurement management has a direct impact on the financial 

performance of financial Banks.  

However, despite there being numerous studies done in the developed countries, limited research has been done on the 

Role of supplier evaluation Criteria on Supply Chain performance in Kenya. The previous studies by Nantage (2011), 

Kakwezi and Sony (2010) on supplier evaluation did not consider the variables discussed in this study which include 

supplier finances, supplier technical capability, quality management and lead time.   Therefore, this study was undertaken 

to fill this existing research gaps by establishing the Role of supplier evaluation on supply chain performance in Kenya 

with reference to Office of the Auditor-General 

Objectives: 

i. To find out the role of quality management in supply chain performance  

ii. To establish how supplier’s financial capability affects supplier evaluation criteria and supply chain performance. 

iii. To establish effect of lead time on supplier evaluation criteria and supply chain performance 

iv. To determine the effect of supplier’s technical capability on supplier evaluation criteria and supply chain performance 

2.   THEORETICAL REVIEW 

Goal Setting Theory: 

Goal setting involves the conscious process of establishing levels of performance in order to obtain desirable outcomes. 

This theory suggests that the individual goals established by an organization play an important role in motivating its 

superior performance.  Goal setting involves the conscious process of establishing levels of performance in order to obtain 

desirable outcomes.  This goal setting theory simply states that the source of motivation is the desire and intention to 

reach a goal (PSU, 2014). If individuals or teams find that their current performance is not achieving desired goals, they 

typically become motivated to increase effort or change their strategy, Locke, & Latham, (2002).  Goal setting involves 

the conscious process of establishing levels of performance in order to obtain desirable outcomes.  

Expectancy Theory: 

Expectancy theory is about the mental processes regarding choice.  It explains the processes that an individual undergoes 

to make choices.  It is based on the hypothesis that individuals adjust their behavior in the organization on the basis of 

anticipated satisfaction of valued goals set by them. Expectancy is the belief that increased effort will lead to increased 

performance.  The individuals modify their behavior in such a way which is most likely to lead them to attain these goals. 

This theory underlies the concept of performance management as it is believed that performance is influenced by the 

expectations concerning future events Salaman et al, (2005). 
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Path Dependency Theory: 

Path dependency explains the continued use of a product or practice based on historical preference or use. This is true 

even if newer, more efficient products or practices are available due to the previous commitments made. Path dependency 

occurs because it is often easier or more cost effective to simply continue along an already set path than to create an 

entirely new one.   

Institutional Theory: 

This is a theory on the deeper and more resilient aspects of social structure. It considers the processes by which structures, 

including schemes, rules, norms, and routines, become established as authoritative guidelines for social behavior. 

Different components of institutional theory explain how these elements are created, diffused, adopted, and adapted over 

space and time; and how they fall into decline and disuse. This theory postulates that in an organization, the supplier 

selection and evaluation team’s efforts to achieve procurement performance in the organization will be required to make 

realistic goals.  

Conceptual Framework: 
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Figure 2.1: Conceptual framework 

Research gaps: 

The literature review explained various efforts that have been undertaken to address the Role of Supplier Evaluation 

Criteria on Supply Chain performance in Kenya with reference to OAG.  However, past activities have not yet managed 

to deliver the requirements of sound Supplier Evaluation Criteria. This has been contributed by existence of various gaps 

that have not been closed by major past activities and hence supplier evaluation criteria has been dominated by many 

challenges. Various researchers have adequately described the need for Supplier evaluation in government procurement 

with most of the research focusing on methods of enhancing Supplier Appraisal. There has been no attempt by scholars to 

assess the Role of Supplier Evaluation Criteria on Supply Chain Performance. The study therefore, aimed at bridging the 

gap by assessing the Role of Supplier Evaluation Criteria on Supply Chain Performance in Kenya with reference to OAG. 
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3.   RESEARCH METHODOLOGY 

The research design used in this study was descriptive research design. The target population for the study included 

procurement officers, purchasing officers and staff from other user departments that directly relates with procurement 

department in sourcing process.  Out the approximate 1080 employees, the departments involved had an approximate of 

187 employees at the headquarters. This study targeted a sample size of 53 respondents. The study used structured 

questionnaires in order to collect data. The researcher edited the completed questionnaires for completeness and 

consistency and data clean-up will followed. The data was then analyzed using descriptive statistics. The descriptive 

statistical tool (SPSS) was used by the researcher to describe the data.  

Model: 

Analysis of data used multiple regressions to test the research questions 

Y=β0+β1X1+β2X2+β3X3+β4X4 +ε 

Where, Y=Dependent variable and X1, X2, X 3 and X4 are the four independent variables,        

 Y= Supplier Evaluation Criteria,  

β0=Constant of Regression,  

X1= Quality management 

X2= Financial capability, 

X3 = Lead time, 

X4 = Technical capability  

ε = Error of Regression 

4.   REGRESSION RESULTS 

Coefficients of Regression Model: 

Table 4.1: Significance of Independent Variables 

 

Model  Unstandardized 

Coefficients 

      B 

Std. Error Standardized 

Coefficients 

Beta 

T Sig 

1 (Constant) 010 0.26  0.401 0.000 

 Quality of services 0.211 0.590 0.178 0.357 0.012 

 Financial capability 0.144 0.81 0.311 1.777 0.002 

 Lead time 0.203 0.008 0.88 0.435 0.000 

 Technical capability  0.12 0.14 -0.232 -866 0.000 

The coefficients in Table 4.1 answer the regression equation relating the depended and the independent variables. Testing 

the significance of the coefficients at 95% significance level, the  table  indicates  that  all  the  variables  had  a  

significance  value  less  than  0.05  thus confirming the significance of the results. Also, from the table, all the variables 

indicated a positive coefficient indicating a positive relationship between the dependent and independent variables. Based 

on these coefficients, the regression model therefore becomes; 

Supply Chain Performance = 0.010 + 0.211 Cr1 + 0.144 Cr2 + 0.203+ 0.012Cr4  

As per Table 4.1, the equation (Y = β0 + β 1X1 + β 2X 2 + β 3X 3 + β 4X 4+ ε) becomes: 

Y = 0.010 + 0.211 + 0.144 + 0.203+ 0.012 
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5.   CONCLUSION 

The study concluded that suppliers’ finances and quality management, lead time and technical capability of suppliers 

played a role on supply chain performance in OAG-Kenya.  The regression model of the study showed that suppliers’ 

finance had a significant role on supply chain performance. This implied that increasing levels of suppliers’ finance by a 

unit would conversely increase the levels of supply chain performance by an equal measure. The study further concludes 

that organizations in Kenya need to employ several criteria in supplier evaluation processes.Finally,the study concluded 

that  there is  a  positive  and  significant  relationship  between  supplier  evaluation  criteria  and supply chain 

performance in OAG-Kenya. The positive relationship shows that the choice of the evaluation criteria will determine the 

performance of the supply chain in Kenya. Thus, increasing efficiency in supplier evaluation criteria will result to 

increased supply chain performance. 

6.   RECOMMENDATION 

It is recommended that quality oriented product designing, investigation of defects at the source, immediate defects 

screening on occurrence and inspection of raw materials should be implemented in the operations to improve supply chain 

performance.Furthermore,the study recommends that the firms should consider supplier financial capability, return on 

assets, the profitability and the relationship between supplier’s gross and net profits and turnover of the supplier during 

supplier evaluation in the organization as a measure to improve the procurement performance. The study also 

recommends that procurement managers need to be aware of their supply chain technology preferences and provide the 

tools and equipment to the suppliers and staff so that they can be more motivated. Finally, the study recommends that 

procurement managers need to establish a highly co-operative team in which competent specialist staff and suppliers are 

procured. 

Suggestions for Further Research: 

There is need for further studies to be undertaken covering other organizations in Kenya to study the effectiveness of the 

procurement systems as well as the supplier selection and evaluation criteria used. A study also need to be undertaken to 

evaluate the best practices that effectively lead to best performance in the procurement performance in all public sector 

organizations in Kenya. Also, a study should be undertaken to investigate the supplier evaluation criteria and procurement 

performance of the county governments in the devolved system of government. 
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