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Abstract—This study establishes the influence of strategic 

inventory management practices on the performance of 
supermarkets in Nairobi County, Kenya. Specifically, the study 
examined the effect of vendor managed inventory, lean-
inventory system, e-inventory management system and activity-
based costing system on performance of supermarkets in 
Nairobi County. The study was grounded on the resource based 
view theory. A descriptive cross-sectional survey research 
design was employed and stratified random sampling approach 
used to ensure representativeness of the study population. From 
the target population of 158 supermarkets a sample size of 113 
supermarkets was picked. A structured questionnaire was used 
to collect primary data and was administered to the heads of 
supply chain management in the respective firms. Descriptive 
statistics and multiple regression equation were applied to 
analyse data with the help of Statistical Package for Social 
Sciences (version 21.0). The study established a positive 
significant relationship between strategic inventory 
management practices and performance of supermarkets. 
Explicitly, e-inventory management system and activity-based 
costing system registered the highest influence on performance 
of supermarkets while lean inventory management systems had 
no significant influence on performance. The study concludes 
that strategic inventory management practices significantly 
improve performance of supermarkets. Consequently, the study 
recommends that management of supermarkets in the County 
should implement e-inventory management systems and 
practice activity-based costing in order to improve their 
performance through reduction of operation costs and 
improved inventory control, the management of supermarkets 
should institutionalize employment of cost accountants as part 
of supply chain management team for effective application of 
activity based costing in inventory management. and the 
government should give tax rebate on IT infrastructure related 
to e-inventory management systems to encourage up take of the 
systems by firm as a way of boosting their performance and 
growth. Further the study suggests that future research should 
focus on undertaking a comparable study incorporating a wider 
spatial and population scope as well as give attention to 
constructs affecting the effectiveness of strategic inventory 
management practices once they are implemented by 
supermarkets in order to obtain a comprehensive 
understanding of the subject matter and contribute towards the 
existing body of knowledge in this area.  

Index Terms—vendor managed inventory, lean inventory, e-
inventory, activity base costing, performance, supermarkets.  
 

I. INTRODUCTION 
Due to the complexity of providing businesses with 

supplies and shipment of products, inventory holding 
developed as a business concept in the 1950s, a time which 
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saw corporations hold massive quantities of stock as it was 
not only considered best practice but also a sign of wealth [9]. 
This school of thought was challenged in the late 1970s and 
early 1980s when it was revealed that there was high cost of 
money involved in holding inventory [9]. This forced a re-
evaluation of the benefits of holding inventory and companies 
started working on alternative concepts of managing their 
inventories [23]. The origin of inventory management is 
unclear but according to reference [17], the practice quickly 
became an issue for merchants when supermarket format 
quickly dominated the retail landscape after World War II. 

Today inventory management is not only considered a 
cost-cutting method but according to reference [14], it is a 
competitive weapon which when strategically employed may 
lower inventory carrying costs, improve market share and 
customer service levels and essentially improve performance 
of firms in the retail industry. Reference [8], defines 
inventory management as a daily method for ordering, 
processing, receiving and maintaining stock. Thus strategic 
inventory management practice (SIMP) can be defined as, the 
process of planning, ordering and controlling of stock items 
in a manner that contributes to performance of firms [9]. 
Reference [8] further defined strategic inventory 
management to mean inventory management styles capable 
of giving a firm a competitive advantage resulting to 
significant performance. Reference [8] postulated the 
inventory management styles to include practices such as 
activity-based costing, lean inventory system, vendor-
managed inventory, and e-inventory management system. 
This study therefore sought to establish the influence of these 
inventory management styles on the performance of 
supermarkets in Nairobi County, Kenya. 

Kenya’s supermarkets comprise of a mixture of large retail 
outlets that supply consumer goods from major international 
firms and small traders that sell more basic goods [20]. As at 
2014 the four large home grown chains dominating the retail 
market included; Nakumatt with 57 branches, Tuskys 45 
branches, Naivas 36 branches and Uchumi 27 branches; all of 
which stock a variety of products including food, home and 
personal care, electronics and clothing [27]. However, 
reference [22], report that an alarming two thirds of retail 
firms in Kenya drop out of the growth curve of the product 
lifecycle with cases of supermarkets shutting down (such as 
Jack and Jill, Payless) and/or withdrawing from regional 
markets (such as Uchumi, Nakumatt), within the first few 
years of expansion. This has resulted in criticism of strategies 
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being used by the management of supermarkets [54], [17]. 
Reference [22] assert that, the performance of supermarkets 
depends a great deal on the service levels provided by stock 
management. Further, as reported by reference [23], a number 
of supermarkets in Kenya have started embracing strategic 
inventory management concept in an attempt to solve 
performance issues. Reference [22] nevertheless notes that 
the impact of strategic inventory management on 
performance is yet to be conclusively empirically confirmed, 
hence this study. 

 

II. STATEMENT OF THE PROBLEM 
Vision 2030 highlights retailing as one of the most 

important sector(s) in this country, as it accounts for 
approximately 10 percent of the GDP and 10 percent of 
formal employment [6]. Reference [13] adds that, the sector 
serves as an important tax collection point as value added tax 
(VAT) is gathered at the retail level in this country; and 
similarly contributes to the social welfare of consumers by 
offering goods at reasonable prices [6], [13]. Thus, the vision 
emphasizes the need to improve performance and raise 
productivity in retail trade as the economy heads towards a 
10 percent growth rate [6]. Nevertheless, the retail industry in 
Kenya has been mired with several challenges, in recent 
years, with the important players such as Nakumatt, Uchumi 
and Tuskys enduring worrisome financial woes, 
accompanied by empty shelves, closure of branches both 
locally and regionally and complaints by unpaid suppliers 
[31]. Ebrahim supermarket is near extinct and Jack and Jill 
and Ukwala supermarkets have closed shop. Consequently 
the contribution of the retail sector to the GDP has been 
progressively declining; standing at 8.0 percent in 2014 and 
further declining to 7.5 percent as at 2015 [13] raising doubt 
on the sector ability to effectively contribute to the realization 
of the country Vision 2030. This then calls for a new approach 
with potential of improving performance of the supermarkets 
in order to realize Vision 2030 milestones [6]. Strategic 
inventory management concept has been hypothesized to 
have significant effect on performance of retail firms [31], 
[17] through reduction of operation costs, effective control of 
inventories, untying working capital and improvement of 
customer services [8]. 

Therefore, the concept of strategic inventory management 
is gaining traction resulting in a number of retail firms in 
Kenya embracing the concept in an attempt to change their 
performance fortune [13]. However there have been minimal 
researches that conceptualize the strategic inventory 
management practice - performance link within the retail 
industry in Kenya [10]. Further, the existing empirical 
literature focuses more on other continents other than Africa 
such as America, Europe, and some parts of Asia [28]; hence 
the study on the influence of strategic inventory management 
practices on the performance of supermarkets in Nairobi 
County, Kenya 

III. STUDY OBJECTIVES 
This study sought to ascertain the influence of strategic 

inventory management practices on the performance of 
supermarkets in Nairobi County, Kenya. Specifically the 

study set out to; determine the influence of vendor-managed 
inventory, lean inventory management system, E-inventory 
management systems and activity-based costing systems on 
the performance of supermarkets in Nairobi County. In 
addressing these objectives, answers to the following 
questions were sought; what is the influence of vendor-
managed inventory practice, lean inventory management 
systems, E-inventory management system and activity-based 
costing (ABC) systems on the performance of supermarkets 
in Nairobi County, Kenya?  

 

IV. NEED AND SCOPE OF THE STUDY 
This study was necessitated by the need to find a solution 

for performance challenges facing the retail sector in Kenya 
especially the supermarkets. The study was needed to provide 
way forward on comprehensive stock management measures 
with the potential of reducing operation costs, improve 
customer services and ensure effective stock control as well 
as uncover many potentially neglected areas in inventory 
management literature such as the relationship of strategic 
inventory management and performance.  

The study advanced strategic inventory management 
practices namely: activity-based costing, lean inventory 
system, vendor-managed inventory, and e-inventory 
management system as solutions to the declining 
performance of supermarkets in Kenya with Nairobi County 
being selected as the representative county of study due to its 
unique status of being home to the largest number of 
supermarkets in Kenya  totaling to 158 according to reference 
[32] which exist in all forms, giving it a representative status. 
The study adopted profitability as a measure of firm 
performance as advocated by references [54]. Head of supply 
chain management in the respective firms were used as the 
unit of observation. The study covers January to March, 2019 
period. 

V. LITERATURE REVIEW 

A. Theoretical Review 
A Theory is developed to explain phenomena as well as 

challenge and extend existing knowledge within the limits of 
proven facts [26]. The theoretical review introduced and 
described a theory which explains why the research problem 
under study exists. The study therefore is grounded on 
resource based view theory as advanced [7] and activity based 
cost system [37], [40] and [36]. These theories are discussed 
in the section to follow: 

 
Resource Based View Theory 
 
The theory states that the resources and capabilities of a 

firm are central when it comes to strategy formulation. 
Reference [7] reveals that firms have within their possession, 
resources that can enable them to achieve competitive 
advantage by taking an inverted view of why companies 
succeed or fail. Reference [26] add that, resources are 
valuable and rare, the benefits of which can be utilised by the 
firm, to provide the firm with a temporary competitive 
advantage as well a long term competitive advantage 
depending on the extent to which  the  firm  is  able  to  protect  
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against  resource imitation,  transfer,  or  substitution [4], [26]. 
This theory requires that the company begins by 

considering its own internal environment and then try and 
assess the strategy that would be considered the best to 
maximize its performance [7]. Reference [4] state that the 
success of a firm largely depends on its internal 
competencies. Reference [26] suggested that strategic 
inventory management practices such as activity-based 
costing, lean inventory system, vendor-managed inventory, 
and e-inventory management system are such internal 
capabilities that can be used by supermarkets to obtain 
competitive advantage thus performance. Reference [26] 
posit that to obtain competitive advantage, firms require 
resources that cannot be duplicated and strategic inventory 
management concept is a resource that can be customized to 
give retail firms a competitive edge in the industry through 
reduction of cost of operation, improved customer service and 
effective stock control [26].In particular, the theory provides 
a logical framework to examine the strategic value of activity-
based costing, lean inventory system, vendor-managed 
inventory, and e-inventory management system and guides 
on how to distinguish their impacts on performance from the  
numerous kinds of supply chain management concepts  [26], 
[4]. 

 
Activity Based Costing (ABC) System Theory 
 
Activity-based costing (ABC) is a costing method that 

identifies activities in an organization and assigns the cost of 
each activity to all products and services according to the 
actual consumption by each [36]. This model assigns more 
indirect costs (overhead) into direct costs compared to 
conventional costing [36]. It identifies cost groups of activity 
centers in organizations and allocates costs to products and 
services based on a number of events or transactions that are 
absolutely necessary in a process to deliver the product or 
service [38]. According to reference [36], [39] and [38], ABC 
concept constitutes elements such as activity dictionary, cost 
estimation, cost drivers identification and cost assignment. 
Additionally, Reference [37] avers that ABC elements 
stimulate a search for improvements of the production 
process through cost-consciousness in material management. 

Activity Based Costing (ABC) is a system that goes 
beyond traditional cost price models with respect to indirect 
cost calculation models [37]. This method was developed in 
the United States [37]. Robert Kaplan is regarded as the 
founder of the theoretical principles of activity based costing 
within the cost management knowledge area [40]. At initial 
stages around 1987, the principle was mainly used by the 
Consortium of Advanced Manufacturing–International 
(CAM-I) [36]. However, the theory was later applied in stock 
management by retailing firms [39]. According to reference 
[38], ABC can be applied by retail firms to identify activities 
which do not add value and should therefore be eliminated. 
In this manner, improvements can be realized that can lead to 
higher performance results [38] in the retail sector. Reference 
[39] added that the concept could potentially contribute to 
strategic developments within cost price calculations which 
may lead to price differentiation of the organization products 
and better customer service. Further, reference 41] noted that 
accurate cost information can help an organization respond to 

competitive advantage and certain decisions. 
 
 
 
 

B. Empirical Review 
Vendor- Managed Inventory and Firm Performance 
 
Vendor-managed inventory (VMI) started as a quick 

response (QR) in the 1980s when groups of retailers 
demanded that suppliers take up the responsibility of 
replacing inventory, as a reaction to the challenges of lack of 
demand visibility resulting in insufficient capacity utilization, 
poor product availability and excess stock levels [31], [28]. 
Reference [31] study revealed that VMI positively influences 
inventory management cost through elimination of holding 
costs. The research used a case study design and targeted 100 
heads of supply chain management of manufacturing firms in 
Udaipur, India. A sample size of 25 respondents participated 
in the survey. The Study focused on private manufacturing 
firm. Reference [28] study established a correlation between 
VMI and stock management cost and customer service. The 
study used desk top survey of 155 firms and the study lasted 
for a period of three months.  

 
Lean Inventory Management System and Firm 

Performance 
 
Lean thinking is a business excellence philosophy that 

originated in the manufacturing sector; pioneered by 
Womack et al in 1990s, with the aim of identifying and 
minimizing wastages, so as to simplify and make the 
operations smooth [31]. This was confirmed by reference [19] 
which established, through a study of textile and apparel 
sector in India, that lean inventory management system 
increase efficiency, reduce execution time, reduce waste of 
all kinds, increase profitability and keep low inventories. 
Reference [11] surveyed wallmatt operations and reported 
increased application of lean inventory management system 
in the firm’s operations. They further reported increased cost 
efficiency, increased worker productivity and less waste of 
time and effort; which in return significantly improves 
customer satisfaction and store profitability as a result of lean 
inventory management. They concluded that lean inventory 
management system had a positive impact on wall-mart 
performance. 

 
E-Inventory Management System and Firm Performance 
 
Information, communication technology (ICT), has been 

termed the driving force behind accelerated business growth 
in the 21st century; reference [31] call it the life blood of an 
organization. ICT is defined as “any technology which 
supports activities involving the creation, storage, 
manipulation and communication of information; together 
with their related methods, management and application” [4]. 
Based on this, reference [19] conducted a study on the 
influence of e- inventory management system on 
performance in the retail industry. The empirical results were 
derived from mail survey responses of 111 South African and 
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116 New Zealand retailers. The study concluded that e-
inventory management system positively influence 
performance in retail industry. 

Reference [25] empirical study revealed a positive 
relationship between e-inventory management system and 
performance. The study was based on equipment 
manufacturer of the automotive industry located in Mexico 
an empirical study in Mexico. Data was collected through a 
survey of operation managers for original equipment 
manufacturer of the automotive industry located in Mexico. 
The findings suggested that electronic data interchange, 
electronic point of sale, bar coding and radio frequency 
identification increases traceability of stock, monitoring of 
stock, replenishment of stock, accuracy in recording and 
issuance thereby increases efficiency in stock management 
and reduces cost of operation. 

 
Activity Based Costing (ABC) System and Firm 

Performance 
 
Originally designed for manufacturing companies, by 

professors Robin Cooper and Robert Kaplan to amend the 
misleading allocation of overheads to products or services; 
several advancements have since been made and today 
application of activity based costing has spread to all sectors 
of the economy including service corporations [7]. According 
to reference [4] ABC is a costing method that identifies 
activities in an organization and assigns the cost of each 
activity to all products and services according to the actual 
consumption by each. A study by reference [28] in the 
telecommunication industry established a positive significant 
relationship between ABC and the performance of firms. The 
study used a descriptive research design and a total of 526 
firms were surveyed. Another study in the retail industry by 
reference [3] concluded that ABC is an effective tool to 
manage costs and wastes within the operation of Mercadona 
supermarkets. The study surveyed 312 supermarkets and a 
cross-section survey research design was applied in the study. 
Further, reference [3] established a positive correlation 
between ABC and right pricing of products to customers 
which make customers trust the firm and become loyal hence 
performance due to repeat purchases. 

 

C. Conceptual Framework 
The theoretical review provided the basis for the 

development of the conceptual framework for the study. 
According to reference [26] under the resource based view 
theory, strategic inventory management practices are unique 
internal resources with potential to significantly improve 
performance of a firm. Thus the study tested hypothetical 
model arising from the conceptual framework presented in 
figure 1. 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. V. 1: Hypothesized relationship between Strategic 
Inventory Mgmt. and Supermarket Performance  
 

D. Operationalization and Measurement of the variables 
To test the hypothetical relationship model, it needed to be 

operationalized. Operationalization involved identification of 
the constructs, constructs measures and measurement scales. 
These are presented on Table V.1. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Vendor-Managed 
Inventory: 
§ Consignment  
§ Pay-on-Scan 
§ Scan-based 

Trading  
§ Strategic supplier 

Performance of 
Supermarkets: 
§ Profitability 
§ Customer 

service 

Activity based costing 
(ABC) system: 
§ Activity dictionary 
§ Cost estimating 

techniques 
§ Cost assignment 
§ Pricing strategy 

 

E-Inventory 
Management System: 
§ E- Data 

Interchange 
§ E- point of Sale 
§ Bar coding 
§ Radio frequency 

identification 

Lean Inventory 
Management Systems: 
§ Just-in-time 
§ Cross-docking 
§ Drop shipping 
§ Backordering 
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TABLE V.1: OPERATIONALIZATION AND MEASUREMENT OF THE 
VARIABLES 

Constructs  Type Operationalization/ 
Indicators 

Meas
urem
ent 
Scale 

Sources 

Vendor-
Managed 
Inventory 

IV 

§ Consignment 
§ Pay-on-Scan 
§ Scan-based 

Trading 
§ Strategic 

supplier 
partnership 

Aggr
egate 
inde
x of 
1-5 

[31, [28], 
[6] 

Lean Inventory 
Management 
System 

IV 

§ Just-in-time 
§ Cross-docking 
§ Drop shipping 
§ Backordering 

Aggr
egate 
inde
x of 
1-5 

[19]. [31]. 
[11] 

E-Inventory 
Management 
System 

IV 

§ E- Data 
Interchange 

§ E- point of 
Sale 

§ Bar coding 
§ Radio 

frequency 
identification 

Aggr
egate 
inde
x of 
1-5 

[7], [19], 
[31] 

Activity based 
costing (ABC) 
system 

IV 

§ Activity 
dictionary 

§ Cost 
estimating 
techniques 

§ Cost 
assignment 

§ Pricing 
strategy 

Aggr
egate 
inde
x of 
1-5 

[4], [7]. 
[28],[3]   

Supermarkets 
Performance DVt 

§ Profitability 
§ Customer 

service 

Aggr
egate 
inde
x of 
1-5 

[11], [31]  

 
 

VI.   RESEARCH METHODOLOGY 

A. Research Design 
The A descriptive cross sectional survey research design 

was used in this study. Descriptive cross sectional survey 
research design is a study in which the variables or a set of 
information is collected for a defined population at specific 
point in time [12], [16]. The design was preferred because of 
its ability to provide a good picture of exposure and outcome 
and compares many variables at the same time at minimum 
cost [15]. Further, it gives a report on things as they are 
(Saunders, [16], [15] 

B. Population and Sampling 
The target population for the study was all the 158 

supermarkets in Nairobi County [32]). The Nairobi County 
was chosen for the study largely because it is home to all 
kinds of supermarkets and about 50% of the total supermarket 
population in Kenya is based in Nairobi County. 

The sampling frame in this study was the entire list of 158 
supermarkets as published by the Kenya bureau of statistics 
[32].  

From the target population of 158 supermarkets, the 
sample size was computed based on reference [33] sample 
size formula as shown in Equation shown below: 

 

𝑛 = 	
𝑁

1 + 𝑁𝑒2
 

 
Where:  

n = Sample size 
N= Population size 
e = the error of Sampling (0.05) 

Source: Sample size Formula [33] 
 
The formula was applied in computing the sample size as 

follows:- 

=
158

1 + 158	(0.05)" = 113.261 ≃ 113 

 
Further, the study made use of stratified random sampling 

procedure to select respondents. A Simple random sampling 
was then used to select a sample from each strata (size) as 
recommended by reference [17]. Respondents for each 
stratum were computed based on their weight according to 
reference [34] allocation formula as follows;- 

 

𝑛# = 2
𝑁#
𝑁 3𝑛 

Where: 
nh - The sample size for stratum h,  
n - Total sample size 
Nh -The population size for stratum h,  
N- The total population 

Source: Random Sampling technique formula [34]) 
 
Additionally, the study used purposive sampling to select 

the unit of observation (heads of supply chain management). 
Purposive sampling is a non-probability sampling based on 
characteristics of a population and the objective of the study 
[12]. The respondents were selected based on their 
knowledge of the subject of study: inventory handling and 
management, e-inventory solutions employed by the 
organization, pricing and payment decisions as well as 
procurement practices [4]. 

C. Data collection Instruments 
 

A questionnaire was used to collect primary data. The 
questionnaire had structured closed questions to guide the 
respondents. The questionnaire was divided into: section A, 
which gathered general information about the respondents 
and their institutions; Section B gathered data on strategic 
inventory management practices; and section C gathered data 
on supermarket performance. The primary data was captured 
using a five point Likert type scale. In applied management 
studies, the Likert type scale is one of the acceptable 
techniques for measurement of attitudes in a “scientific” way, 
which allows the use of statistical tools to analyze data [5]. 

The questionnaires were self-administered through email. 
Email method was chosen in this study due to its efficacy, 
specific to time and cost [5]. All the email addresses were 
obtained from the Nairobi Business Directory and 
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personalized email sent to all the respondents requesting them 
to respond within seven working days. Thereafter reminders 
were sent to all those who failed to respond within the 
stipulated time. This was repeated until an acceptable rate of 
responses were received.  

 

D. Reliability and Validity tests of constructs 
Reliability Test 

Data collection instrument was piloted to test for its 
reliability and validity. The Cronbach’s Alpha Test of 
Reliability was used to test the reliability of the constructs in 
the study and the results were as follows: vendor managed 
inventory had an alpha score of 0.7254, lean inventory 
management system, e-inventory management system and 
activity based costing (ABC) system had alpha scores of 
0.7713, 0.7101 and  0.7274  respectively. Alpha values 
measure the level of internal consistency of the constructs. A 
closer alpha values to one indicates a higher consistency. 
According to reference [35] a-score exceeding 0.7 indicates 
high internal consistency and thus high internal reliability of 
the scaled items. The attained alpha scores indicate an 
acceptable level of reliability of the measures. The table 2 
shows the reliability test results based on the piloted data. 

 
Table VI.1: Reliability test results 

Constructs Cronbach 
Alpha (α-

score) 

No. 
of 

Items 

Interpretation  
According to 
reference [35]  

Vendor managed 
inventory 

0.7254 4 Acceptable 

Lean inventory 
management 
system,  

0.7713 4 Acceptable 

E-inventory 
management 
system 

0.7101 4 Acceptable 

Activity based 
costing (ABC) 
system 

0.7274  Acceptable 

 
Validity Test 

 
Validity is the accuracy and meaningfulness of inferences, 

which is based on research results [15]. To achieve construct 
validity of the instrument, the factors measures were derived 
from the related study theories and were validated by the 
subject experts [16]. In order to achieve both face and content 
validities of the instrument, the subject experts looked at the 
items in the questionnaire and agreed that the tests were valid 
measures of the study concept [16]. 

E. Data Processing, Analysis and Presentation 
The collected data was keyed in and processed through the 

SPSS version 18. SPSS version 18 was preferred due to its 
Automated Data Preparation feature (ADPF) which can 
provide multiple comparisons of data and allows tables’ 
customization. Multiple regression analysis was used to 
establish the influence of strategic inventory management 
practices on the performance of supermarkets. Regression 

analysis was preferred due to its ability to model and analyse 
several variables. The multiple regression equation applied in 
this study was modelled as follows: 

 
Y=β0+β1 Χ1+β2 Χ2+β3 Χ3+β4 Χ4+Ɛ 
Where: Y = Dependent variable (profitability) 
             X1 = Vendor-managed inventory 
             X2 = Lean inventory systems 
            X3 = Information communication technology 
            X4 = Activity-based costing systems 
         ε = Constant 
 

A simple linear regression equation in the form y= B1X1 
+ Ɛ was applied for each variable in relation to performance 
so as to obtain values of the regression  co-efficient – ‘r’ 
which measured the strength and direction of the linear 
relationship between the variables, and R- squared (R2) value 
to show the percentage of performance attributable to the 
independent variables. A t-test was also done at a p-value of 
significance level p≤0.05. The results of the analysis are 
presented using frequency tables with a view to absolutely 
reveal data patterns together with explanations in continuous 
prose.  

 

VII.  RESULTS AND DISCUSSIONS 

A.  Response Rate 
 

A total of 113 respondents were issued with 
questionnaires, out of which, 85 questionnaires were filled 
and returned. This gave a response rate of 71%. This was 
considered sufficient for this study in line with reference [12] 
recommendation that a response rate of 80% and above is 
excellent while that of between 60% and 80% is just 
sufficient for a study. Table VII.1 shows the response rate. 

 
TABLE VII.1: RESPONSE RATE 

 Response Frequency Percent 

1 Returned 80 71% 
2 Unreturned 33 29% 
 TOTAL 120 100% 
 

B. Regression Analysis Results 
The study sought to establish the influence of strategic 

inventory management practices on the performance of 
supermarkets in Nairobi County, Kenya. A regression 
equation in the form of: Y = β0 + a1X1 + a2X2+ a3X3+ 
a4X4+ ε was used to establish the association between 
Performance  (dependent factor) and SIMPs (independent 
factors). The study independent factors (vendor-managed 
inventory, lean inventory management system, e-inventory 
management system and activity based costing system) 
regressed against the dependent factor (performance) and the 
results are presented through Table VII.2. The model 
Coefficient of determination value, R2 was found to be 
0.3155 indicating that 31.55% of supermarket performance 
was explained by Strategic inventory management practices 
(SIMPs). The results from table 3 show that the predictor 
equation for supermarket performance (Y) versus 
independent factors (Xi) takes the form:  
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Performance = 2.941+ 0.235 (Vendor-managed inventory) 
+ 0.036 (Lean inventory management system) + 0.279 (E-
inventory management system) + 0.260 (Activity based 
costing system) +1.291. 

This implies that performance increases by 0.235 when 
vendor-managed inventory goes up by 1 index unit, increases 
by 0.036 when lean inventory management system increases 
by 1 index unit, increases by 0.279 when e-inventory 
management system increases by 1 index unit, and increase 
by 0.260 when Activity based costing system increases by 1 
index unit. The study findings further indicate that e-
inventory management system has the greatest influence on 
performance at 27.9 percent followed by activity based 
costing system at 26.0 percent, Vendor-managed inventory at 
23.5 percent and the least is lean inventory management 
system at 3.6 percent. 

 
TABLE VII.2: REGRESSION ANALYSIS RESULTS 
Supermarkets 
Performance 

Coefficient   
(B) 

Standard 
Error 

t Sig 
(p) 

Vendor-
managed 
inventory 

0.235 0.061 3.875 0.000 

Lean 
inventory 
management 
system 

0.036 0.054 0.673 0.502 

E-inventory 
management 
system 

0.279 0.116 2.399 0.018 

Activity based 
costing 
system 

0.260 0.111 2.340 0.021 

Constants 2.941 1.291 2.277 0.025 
F (4, 80) =71, P-value <0.025, R-squared=0.3155, Adj R-
squared=0.3075 
 

C.  Discussion of the Results 
The study sought to establish the influence of strategic 

vendor management practices on performance of 
supermarkets in Nairobi County, Kenya. A number of studies, 
for example, references [26], [4], [36], [40], [38], [39] have 
argued that SIMP practices lead to improvement of the 
performance of firms. This study postulation was grounded 
on such studies within the resource based view theory and 
activity based costing system theory. The study findings 
indicate that firms that have embraced SIMP practices within 
their operations experience improvement in their 
performance. The multiple regression analysis results 
indicate that SIMPs have a positive statistically significant 
effect on performance of supermarkets; p < 0.05 (P=0.025) 
with an explanatory power of 31.55 percent. Therefore, the 
study question “Does strategic inventory management 
practices affect performance of supermarkets in Nairobi 
County” was answered in the affirmative which further 
addresses the study general objective “to establish the 
influence of SIMPs on the performance of supermarkets in 
Nairobi County. The findings of this study strongly agree 

with previous studies carried out by reference [4], [28] and 
supports   resource based view theorists such as references 
[26], [4], [38], [40], [39] which established a positive and 
significant relationships between SIMPs and performance 
and advance strategic inventory management practices as a 
fast-forward management concept capable of giving a firm 
competitive advantage.  

 
Further, the study established that within the strategic 

inventory management practices, e-inventory management 
system has the greatest effect on performance; P< 0.05 
(P=0.018) with an explanatory power of 27.9 percent. This 
finding is in line with references [11], [19] and [31] studies 
which established that adoption of  e-inventory management 
system within operations of firms increases performance 
through improved stock traceability, monitoring , 
replenishment and  accuracy in recording and issuance. The 
second in line is activity based costing; P< 0.05 (P=0.021) 
with an explanatory power of 26.0 percent. This finding 
agrees with references [4], [28] studies which established a 
positive correlation between ABC and right pricing of 
products to customers which make customers trust the firm 
and become loyal hence performance due to repeat purchases. 
Vendor-managed inventory registered the third highest effect 
on performance; P<0.05 (P= 0.000) with an explanatory 
power of 23.5 percent. This finding concurs with references 
[10], [28], [31] studies which revealed that VMI positively 
influences firm performance through elimination of inventory 
holding costs. Finally, lean inventory management system 
registered none significant effect on performance; P<0.05 (P= 
0.502) with an explanatory power of 3.6 percent. This finding 
contradicts reference [11] study which concluded that lean 
inventory management system increases cost efficiency, 
increases worker productivity and less waste of time and 
effort which in turn significantly improve customer 
satisfaction and store profitability. This could be due to weak 
supply chain systems and poor logistics infrastructure in 
Kenya compared to United States where reference [11] study 
was conducted. According to reference [19] for lean 
inventory management system to be successful, it requires 
efficient SCM system and a working logistics infrastructure.  

VIII. SUMMARY 
The study established a positive significant relationship 

between SIMPs and supermarkets performance based on the 
following constructs: e-inventory management system, 
activity based costing system, vendor managed inventory and 
lean inventory management system. However, e-inventory 
management system was found to be the one offering greatest 
influence on performance followed by activity based costing 
system and vendor managed inventory respectively. Lean 
inventory management system was found not to offer any 
significant influence on performance.  

IX. CONCLUSION 
 

The study concludes that strategic inventory management 
practices indeed do influence the performance of 
supermarkets operating in Nairobi County, Kenya. This 
performance is most affected by e-inventory management 
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system followed by activity based costing system, vendor 
managed inventory respectively. Further, the study concludes 
that lean inventory management system does not significantly 
influence the performance of supermarkets in Nairobi 
County. The study finally concludes that all the four factors 
of SIMPs combined positively and significantly affect the 
performance of supermarkets.  

X. RECOMMENDATIONS 
The study established that e-inventory management 

system, activity based costing system and vendor managed 
inventory respectively offer the greatest influence on the 
supermarkets performance. Consequently, the study 
recommends that supermarkets in Kenya should implement 
e-inventory management system, practice activity-based 
costing and collaborate with vendors to adopt vendor 
managed inventory concept with their operations in order to 
improve their performance through reduction of operation 
costs, improved inventory control and customers’ service. 

 
Further, the government should give tax rebate on IT 

infrastructure related to e-inventory management systems to 
encourage up take of the systems by firm as a way of boosting 
their performance and growth. The management of 
supermarkets should institutionalize employment of cost 
accountants as part of supply chain management team for 
effective application of activity based costing in inventory 
management. A structured collaboration between the vendors 
and supermarkets should be institutionalized to facilitate 
vendor managed inventory arrangement. 

 

XI. SUGGESTION OF FURTHER READING 
 
The study suggests that future research should focus on 

undertaking a comparable study incorporating a larger 
population as well as research on elements affecting the 
effectiveness of strategic inventory management practices 
once they are implemented by supermarkets in order to obtain 
a comprehensive understanding of the subject matter and 
contribute towards literature in the area of study. 
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