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Abstract

This study focused on strategic planning systems as predictors of performance
in a developing country context. These concepts have not been adequately in-
vestigated in extant strategy literature. We contended that strategic planning
systems should be emphasized as a configuration and not by its domains. The
influence of resources, management participation and planning techniques on
performance showed positive and significant results. In support of our con-
ceptualization, the results were that strategic planning systems as an aggregate
factor has a stronger influence on performance than its domains. We con-
clude that the configuration of planning systems with its theoretical under-
pinning in the dynamic capabilities and resource based view, explains perfor-
mance variations among firms.
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1. Introduction

Strategic planning and performance implications are key areas of investigation
in strategic management research. Scholars advocate for strategic planning as a
basis of better performance. [1] argued that strategic planning enables firms to
achieve an alignment with the environment. They posit that strategic planning
channels attention and behavior to specific plans thereby driving out important
innovations and creativity [2]. Hence, the debate on the relationship between
strategic planning and firm performance is inconclusive [3] [4]. Empirical re-
search has sought to elucidate the relationship but the results are fragmented,

contradictory and no consensus has yet emerged [5] [6]. The answer to the on-
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going debate could lie in an investigation of strategic planning systems configu-
ration. There are still scanty empirical tests of these phenomena in Export Pro-
cessing Zones across Africa particularly in Kenya. Conceptually, Export Pro-
cessing Zones (EPZs) refer to geographically/juridical bound areas where differ-
ent levels of trade are permitted to produce goods for export [7]. EPZ firms are
given special incentives in form of tax exemptions, duty free imports and ex-
ports, exemptions from labor regulations and in turn superior performance ex-
pected, [8] [9]. However, EPZs have generated mix performances and several
major pitfalls have often precluded their full effectiveness and improved perfor-
mance. This paper therefore presents a study on strategic planning systems in
the Kenyan EPZ. The paper begins with a general background narrowing down
to the knowledge gap, gives a theoretical overview, methods used, results and

discussion, implications, conclusion and limitations.

2. Conceptual Analysis

Strategic planning systems are multifaceted management systems that are con-
textually embedded in organizations, [10]. They are structured entities that or-
ganize and coordinate the activities of the managers who do the planning. An
effective strategic planning system takes into account specific firm situations
along the dimensions of time and diversity. While extending this line of argu-
ment, [11] defined strategic planning systems as complete sets of processes and
entities through which a firm does planning. In this study strategic planning
system is conceptualized in terms of planning resources, management participa-
tion and planning techniques. Therefore, strategic planning systems consist of
the people who do the planning as well as the mechanisms of planning. In this
study we considered resources, management participation and planning tools as
predictors of performance. The strategic planning systems play a significant role
towards the achievement of long term objectives against specific inputs.

Strategic planning systems are among the least evaluated functions in organi-
zations. Empirical research has been directed to the planning processes which
focus on the steps in strategic planning rather than systems [5] [12]. However,
focusing on planning processes does not provide results that are operationally
useful to management, [11]. To fairly asses strategic planning, attention need be
focused on the degree to which diverse benefits are achieved and the specific
systems that facilitate achievement of various benefits. [13] argued that strategic
planning evaluation needs a methodological framework involving the assess-
ment of the system inputs, outputs, feedback mechanisms and the relative im-
pacts made in terms of goal achievement.

Performance is an action directed towards certain level of results. [14] defined
performance as the ability of an object to produce results in a dimension deter-
mined in relation to a target. It is the ultimate test of strategic choices made by
firms. Performance is linked to actions emanating from certain sets of decisions
and actions. [15] posited that performance is a multidimensional construct. He

observed that any single index may not provide a comprehensive understanding
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of the performance relationship relative to the constructs of interest. Therefore,
it is important to look at multiple indicators. Performance is a construct with
multiple indicators [16]. Financial measures were popular for many years but
have been criticized for limitations based on the scope of accounting manipula-
tions, undervaluation of assets and distortions due to depreciation policies [14].
Further, [17] emphasized on the comprehensive performance measurement sys-
tems comprising of both financial and non financial measures through the ba-
lanced score card. This study used both financial and non financial measures of
organizational performance. In the following section we present related litera-
ture in which we underpin the theoretical anchorage of resources, management
participation, planning tools and performance.

Different theories have attempted to explain strategic planning in organiza-
tions. Literature portrays better performance as a function of strategic planning
undertaken by firms. Strategic planning recognizes the need for organizations to
establish a formal link with the external environment. Environment is a source
of information, opportunities as well as scarce resources sought after by organi-
zations, [18]. Therefore, strategic planning is as a result of both deliberate learn-
ing and emergent learning. This study draws from the resource based view [19]
and dynamic capabilities theory [20]. The debate on the application of these
theories in different organizational contexts has provided new conceptual in-
sights in extant literature [21]. For example [22] has elaborated on the environ-
mental contingences in enterprise performance and theoretical foundations in
the ordinary and dynamic capabilities of the firm.

The growth of a firm internally and externally depends on the manner in
which its resources are employed. Building on the inroads made by [19] [23]
argued that for the firm, resources and products are two sides of the same coin.
In other words, while the firm’s profits are directly driven by products, they are
indirectly driven by resources which are used for production. Firms may earn
super profits by indentifying and acquiring resources which are critical to the
development of the demanded products. Therefore, the critical task of top man-
agement is to develop new and valuable products through the exploitation of
core competencies.

Dynamic capabilities theory focuses on how firms change valuable resources
over time through a value creating process [20]. Working paper was the first
contribution to dynamic capabilities theory. They defined dynamic capabilities
as the firm’s ability to integrate, build and configure internal and external com-
petencies to address rapidly changing environment. Through dynamic capabili-
ties, firms avoid developing core rigidities, which inhibit development, generate
inertia and stifle innovation [24].

Dynamic capability theory explains why many once successful firms struggle
to survive or fail completely as the environment changes due to the inability to
adapt successfully. [22] argued that it is not only the resources that matter but
also the mechanisms by which firms learn and accumulate new skills. Dynamic

capability is about the capacity of an organization to purposefully create, extend

K2
035: Scientific Research Publishing

489



J. M. Namada et al.

and modify its resource base [25].

2.1. Resources and Performance

Resource based view considers firms as sets of resources that produce competi-
tive advantage. This theory is rooted in the work of [23] who considered firms as
bundles of resources [19]. Defined resources as those assets which are tied semi
permanently to a firm. They are the assets a firm owns and are externally availa-
ble and transferable. They include brand names, trade contacts, technology
knowledge, efficient procedures and capital. Firms which become resource
holders maintain relative positions vis-a-vis other holders as long as they act ra-
tionally. Borrowing from [26] five forces, [19] contended that entry barriers are
resources since they contain mechanisms which make resource holder defensi-
ble. Economies of scale are a prime example of a resource which is an entry bar-
rier.

Resource based view is useful in understanding the growth of the firm. How-
ever, it lacks substantial managerial implications. It emphasizes managerial de-
velopment of the resources but is silent on how it should be done [27]. Further it
makes the illusion of total control, trivializing property rights while exagge-ra-
ting the extent to which managers control resources and predict future value
[28]. According to [27] resource based view is relevant to large firms with sig-
nificant market power. He contended that small firms can not base survival on
their static resources thereby falling beyond the bounds of resource based view.
Further, resource based view is more relevant to firms striving for sustained
competitive advantage, for firms satisfied with their competitive position re-
source based view is irrelevant. By nature and scope resource based view focuses
on the resources while ignoring process which transform the resources into cus-
tomer value.

We therefore propose that:

Hypothesis 1: Resources have a significant influence on performance.

2.2. Management Participation and Performance

[29] observed that management participation generate informational, affective
and emotional effects. It means that participation enforces positive organiza-
tional effectiveness specifically in terms of information sharing and development
of commitment amongst all the actors. Participation by management also facili-
tates commitment to the plan thereby reducing behavioral impediments that
may lead to strategy implementation failure.

Participation focuses on involvement in processes at different levels. Partici-
pation taps into concepts of breath and depth of involvement [30]. Defined
management participation as the collective level of management involvement
within and across the firm. Management spreads beyond the top executive to in-
clude middle and lower cadre managers. Literature suggests that participative
management approach could increase the firms informational processing, utilize

knowledge dispersed across the firm, provide more alternatives, facilitate op-
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portunity recognition and help the organization to avoid overlooking good ideas
([30] [31)).

[32] Identified three possible types of middle level management involvement
in strategic planning. They argued that managers synthesize, interpret and
channel information to the executive management. [33] further identified the
fourth type of management involvement stemming from the middle level as im-
plementing deliberate strategy through action planning. [33] argued that a cer-
tain degree of uniformity is required among middle level managers for an or-
ganization to achieve consistency. He observed that such consistency is asso-
ciated with improved performance. Conversely, [34] found that involvement of
middle level management increases an understanding of the resulting goals,
leading to convergence of strategic priorities.

Hence we propose that:

Hypothesis H2: Management participation has a significant influence on per-

formance.

2.3. Planning Tools and Performance

In line with this argument, [35] established techniques such as benchmarking
and establishing key success factors in an industry over time leads to effective-
ness of the planning system. Similarly, a study conducted by [36] revealed that
strategic planning systems are associated with superior performance in all in-
dustrial settings. He argued that strategic planning systems are developed to in-
tegrate functional activities in marketing, production, human resource function
together with research and development. Long term organizational actions like
participation at different levels and application of appropriate techniques facili-
tate corporate performance.

[37] have posited that the maturity of any academic discipline is judged by the
extent to which its theories and techniques are employed in practice. Therefore,
strategic planning techniques as models used in analysis of business environ-
ment are anchored in theory. They are used in translating strategy into business
results. When strategic planning suffered a downturn in popularity and influ-
ence in the 1970s, largely it was due to the inability of the strategic planning
techniques to deliver what was expected [12]. [38] argued that using strategic
planning techniques enhances a manager’s analytical skills. An effective plan-
ning approach seeks to learn by examining the past [38] and links the future
through planning techniques [39]. Navigating turbulent environment requires a
strategic compass which relies on the use of analytical tools.

Strategic planning techniques enable firms to think strategically. They are
possible means of fostering creativity and analytical mindset within organiza-
tions. In the competitive positioning paradigm, [25] centers his argument on the
premise that firms position themselves within the competitive business envi-
ronment through the use of a variety of strategic techniques aimed at generating
superior performance. [38] argued that planning techniques could integrate stra-

tegic planning into the core management process. Similarly, [40] noted that
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planning techniques enable managers to transform data into valuable decisions
and suitable actions. To this end, [41] posited that the benefits of using strategic
planning techniques include increasing environmental awareness, risk reduction
and priority establishment.

Hence we propose that:

Hypothesis H3: Planning tools have a significant influence on performance.

2.4. Strategic Planning Systems and Firm Performance

Strategic planning systems impact on firm performance through different chan-
nels. According to available studies, conceptualization of strategic planning sys-
tems considers both the contextual and design variables. In this study, conceptu-
alization of strategic planning systems took cognizance of the work of many
scholars; [5] [10] [13] [42]. A general conclusion that emerges from the above
studies is that strategic planning systems are a combination of many subsystems.
[13] posited that the organization ability to engineer the right configuration of
strategic planning systems fosters strategic alignment and adaptability. In es-
sence, well configured systems become more effective in the future. In line with
[10] the appropriate configuration eventually leads to the achievement of supe-
rior performance.

Past studies have recognized the positive association between strategic plan-
ning systems and firm performance [5] [10] [13]. [42] in their study argued that
changes in the level of participation leads to positive changes in effectiveness.
They argued that participatory planning systems which are widely communi-
cated improve effectiveness. They concluded that in participative environments
the planning function becomes well integrated into the decision making process
leading to better performance. On the other hand, [11] argued that planning ef-
fectiveness is measured by how well the strategic planning systems meet the in-
tended goals like identification of new business opportunities which had been
previously overlooked within the business environment.

A good configuration of strategic planning systems eventually fosters perfor-
mance. Such a configuration encompasses enough resources provided for plan-
ning, participative management style and application of appropriate planning
techniques. This is because the ultimate effectiveness of strategic choices are re-
flected in the ability of the system to yield positive business performance. Plan-
ning systems enables the organization to manage turbulent environment and
achieve strategic alignment which sustains business growth. [43] recognized that
strategies are formulated through resource capabilities which are redeployed.
Planning systems define how the organization ultimately achieves the objectives
through resources, participation and the subsequent use of planning techniques.
Strategic planning systems affect the outcomes of strategies. If the resources are
adequate, participation spread along different cadre and appropriate use of plan-
ning techniques are in use, organizations enhance chances of success.

One of the key planning systems is management participation in the strategy

process. [44] observed that participation in strategic change has a number of
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positive consequences. He argued that managers need to participate in the plan-
ning process so as to formulate better plans and facilitate strategy implementa-
tion success. [31] argued that managerial participation increases the number of
strategic alternatives hence diversifying strategic choices thus enabling choice of
the best alternative.

We hypothesize that:

H4: Strategic planning systems as an aggregate factor has a greater influence

on performance than its domains.

3. Methodology

This study adopted an analytical cross sectional design. Since the main drive was
to the relationship between strategic planning systems and performance. The
sampling frame which had 84 firms in EPZs in Kenya was obtained from Export
Processing Zones Authority (EPZA). The determination of an appropriate sam-
ple size is important for a researcher to have a credible representation of the
population. There are different methods available for sample size determination.
This study adopted [45] procedure of sample size determination. The approach
is based on population size and the basic minimum is 100 units. For this study,
total operational firms were 84; we derived this figure after eliminating those
that had closed shop although still on the register, others had been licensed but
not yet operational and others we assessed as not structured adequately to fit in-
to our conceptualization. We therefore based on the 84 operational firms to test
our model. This was adequate since our analysis was based on within variables
parameters but with the firm as our unit of analysis.

The population of this study comprised all operational EPZ firms in Kenya.
The EPZ provided a rich context for this study because firms are distributed in
different sectors, a factor which enhances representation in regard to different
business areas. Further, the firms belong to a controlled environment which is
defined by special incentives that give the firms fiscal, procedural and infra-
structural advantages. Lastly, the EPZ firms by their very nature have a global
orientation stemming from export business which enabled the study to achieve a
global focus. Primary data was collected through structured questionnaires while
secondary data was collected through document review. Respondents were
members from the management teams of EPZ firms. Chief Executive Officers
(CEO) and directors were preferred because they are the vision bearers within
the firms. Strategic management literature reveals that top management deci-
sions play a crucial role in defining the organizational position.

Reliability test was done through Cronbachs’ Alpha coefficients. The coeffi-
cients range from 0 to 1 and the higher the coefficient, the more reliable the
scale. The overall Alpha coefficient for the sample was put at recommended val-
ue of 0.70 [46] Content validity for this study was determined through pilot
study. A pilot study was carried out before rolling out the main study. After the
pilot study, the questionnaire was modified according to the data sets established

in EPZs. Data analyzed for this study was collected from 40 firms making 62.5
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percent response rate. Strategic planning systems was operationalized in three
components namely resources with interest on allocated space, networks, per-
sonnel and financial capability; management participation looked at influence,
time and communication. The planning tools were operational standards, inno-
vative processes and quality controls. For performance we considered both fi-
nancial and non financial measures. All these are well supported in the litera-

ture.

4. Results and Discussion

Descriptive statistics supported a significant influence of resources on perfor-
mance in EPZ firms we proceeded to test the hypothesis to confirm the results.

HL: Resources have a significant influence on performance

Testing H1 was done through regression of resource items against the compo-
site variable of market performance and internal business process performance.
The change statistics results are presented in Table 1. The results showed re-
sources led to a variation of 30.1% in EPZ firms. The remaining 69.9% was due
to other factors not revealed in this model and accounted for by the error term.
Therefore the model had a very strong fit. We then used the p-value to test the
hypothesis. Significance level: 0.05% (95%). Decision Rule: Reject the H, if the
p-value is less than 0.05. P value is 0.016, less than 0.05.

Therefore we fail to reject the statistical hypothesis, H1 and conclude that
there is evidence that resources significantly affect performance.

The results of the study were significant therefore support extant literature.
[25] posited that firms which configure resources according to the dictates of the
context achieve better performance. [10] emphasized the role of planning re-
sources in the achievement of better performance. Resource based view scholars
settled for a strong relationship between resources and firm performance [47];
[48]. Studies on organizational resources have a long history in strategic man-
agement in terms of determining competitive advantage. This basic concern has
surfaced in the resource based view of the firm which has directed attention to
important resource endowments of firms within industries [19] [47].

Having confirmed that there was evidence of resources were significant in
performance we proceeded to examine the relationship between management
participation and performance. H2 tested for this relationship using coefficient
of determination and p-value. The results are found in Table 2.

H2: Management participation has a significant influence on performance

Testing H2 was done through regression of management participation items

against composite variable of market performance and internal business process

Table 1. Resources and performance.

Model Summary
Model R R Square F Change df1 df2 Sig. F Change

1 0.549 0.301 3.557 4 33 0.016
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performance. The change statistics results are presented in Table 2. The results
showed management participation led to a variation of 33.7% in EPZ firms. The
remaining 66.7% is accounted for by the error term. Therefore the model had a
moderate fit. We then used the p-value to test the hypothesis. Significance level:
0.05% (95%). p value is 0.007, less than 0.05. Therefore we fail to reject the sta-
tistical hypothesis, H2 and conclude that management participation significantly
affect performance.

[32] argued that performance is influenced by what happens at middle level
management. On the contrary, [44] and [5] reported no significant relationships
between management participation and firm performance. This study reported
significant relationship between management participation and none financial
performance. These findings are in line with prior studies that focused on man-
agement participation. [42] study done in UK established a direct relationship
between management participation and effectiveness.

H3: Planning tools have a significant influence on performance

Testing H3 was done through regression of planning tools items against com-
posite variable of market performance and internal business process perfor-
mance. The change statistics results are presented in Table 3. The results showed
resources led to a variation of 26.5% in EPZ firms. The remaining 74.5% was due
to other factors not revealed in this model. Therefore the model had a very
strong fit. We then used the p-value to test the hypothesis. Significance level:
0.05% (95%). p value is 0.043, less than 0.05. Therefore we fail to reject the sta-
tistical hypothesis, H3 and conclude that management participation significantly
affect performance.

This study established significant relationships with non financial performance
measures. [13] in a study focusing on fortune 500 manufacturing and service
companies established that, planning techniques do influence organizational ef-
fectiveness. [5] established that planning practice which was defined in terms of
use of planning techniques was significantly associated with effectiveness. A
consensus arising from the studies is that planning techniques benefit organiza-
tions by enabling them to discern changes and establish market trends. [38] in-
vestigated Saudi Arabian organizations and highlighted the importance of plan-
ning techniques. He posited that the most commonly and widely used tech-

niques were analysis of critical success factors, followed by benchmarking.

Table 2. Management participation and performance.

Model Summary
Model R R Square F Change df1 df2 Sig. F Change
1 0.581 0.337 4.199 4 33 0.007

Table 3. Planning tools and performance.

Model Summary
Model R R Square F Change df1 df2 Sig. F Change
1 0.515 0.265 2.792 4 31 0.043
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Having tested all the individual planning systems and established a positive
significant influence of each, we proceeded to test the influence of the aggregate
factor namely strategic planning systems on performance.

H4: Strategic planning systems as an aggregate factor has a greater influence
on performance than its domains.

Testing H4 was done through regressing the composite variable of strategic
planning systems against aggregate performance. The change statistics results
are presented in Table 4. The results showed a coefficient of determination of
0.447 which means that the factor accounts for 47.4% variation in the perfor-
mance of EPZ firms. The remaining 52.6% was due to other factors not revealed
in this model. At a significance level of 95% (0.05), the p-value was 0.000 which
was less than 0.05. We thus failed to reject H4 and conclude that there was evi-
dence that strategic planning systems as an aggregate variable accounts for per-
formance with a higher coefficient that its domains.

Planning systems must be viewed as a configuration. The domains provide a
less influence on their own but will determine performance more when they are
considered together as a system. These results are in partial agreement with past
findings. [13] study indicated that organizational context of planning had do-
minant impact on planning system effectiveness. In this case we need to view the
system in its entirelity. Accordingly the context comprised of the tools and tech-
niques of planning. [5] established that both strategic planning practice and
management participation jointly enhanced the effectiveness of strategic plan-
ning in Egyptian firms. The results of the study indicated the overriding impor-
tance of considering the influence of strategic planning systems on performance
rather than considering isolated variables. This study established significant rela-
tionship between strategic planning systems and internal business processes on
the one side and market performance on the other. In theoretical perspective,
the planning systems were resource bundles which firms acquire for growth. [4]
posited that a firm’s planning systems need to achieve a balance between adapta-

tion and integration.

5. Implications and Contributions

This study makes a contribution to strategic management literature by proving
results from a developing country context on strategic planning systems, a hi-
therto widely explored concept in industrialized countries. We established that
strategic planning systems are valuable resource bundles in confirmation of pre-
vious studies. From the study, financial resources, business contacts and net-

works, economies of scale and product differentiation were singled out as scarce,

Table 4. Planning systems and performance.

Model Summary
Model R R Square F Change df1 df2 Sig. F Change

1 0.688 0.474 9.596 3 32 0.000
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rare, inimitable and valuable resources that facilitated competitive advantage in
EPZ firms in the Kenyan setting. It is thus a contribution to current knowledge
on the resource based view of the firm. Another theoretical underpinning is the
dynamic capability theory. We note that in the EPZ firms, transformation of
firm resources is achieved through dynamic capabilities inherent in learning, in-
tegration and configuration. The results of this study shows evidence of equifi-
nality as posited by the open systems theory. Through the moderation role of
strategy implementation, this study demonstrates that sustained performance is
a function of successful embedded management processes.

This study contributes to business and public policy by providing evidence of
the correlation between planning systems and the performance. The EPZs have
become instruments of economic policy development in developing countries
seeking to gain advantages from the growing integration of the global economy.
In essence, policy makers need to consider the alignment of policy recommen-
dations and important firm attributes to enhance the achievement of better per-
formance. In Kenya, the policy makers will utilize the findings of the study to
advice firms operating within EPZs on appropriate configuration of planning

systems to facilitate better performance.

6. Conclusion

Despite the plethora of writings on strategic issues, managers still appear una-
ware of the use of specific frameworks in strategic planning. The findings of this
study raise two conclusions which have practical implications. The study sup-
ports the fact that strategic planning techniques are important to the achieve-
ment of performance. Managers within an organization matter in determining
firm success. An effective planning system requires an infusion of adequate re-
sources to the planning efforts as well as knowledge of relevant planning tech-
niques. The research findings indicate that participatory management approaches
are important as they enhance strategy implementation success and perfor-

mance.

7. Limitations

The results of this study should be interpreted in light of some methodological
limitations. The mix of our firm respondents and the industry heterogeneity
could have affected our chosen measures. The firms were in different sectors al-
though within the EPZ. This could have been affected the environmental context
in which data was collected and the interpretation of the results. The operationa-
lization of the variables may also not have been homogenously understood by
the various respondents. We also lacked local literature to underpin the con-
structs. We however, contend that overall, the results make a significant contri-

bution to current knowledge in strategic management.
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