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Abstract: This research study aimed at establishing the link between the Operation Management Practices
(OMP) and operational performance of insurance brokers in Nairobi City. In particular the specific objectives were:
i) Determine the extent of the application of the operations management practices by the insurance brokers in
Nairobi, ii) Identify the challenges faced by the insurance brokers in Nairobi applying Operations Management
Practices and iii) Establish the relationship operations management practices and operational Performance in
insurance brokerage business. The operation management practices contributes immensely on how the firm
competes through product and service design, production cost, response time inventory management and supply
chain management. An exploratory design was used to identify the extent to which insurance brokers apply OMP
and to investigate which OMP are adopted as well to establish the impact of these OMP on the performance of the
insurance brokers. The study targeted a population of 53 insurance brokers in Nairobi City and a census was carried
out as the population was small to be sampled. The study used questionnaires to collect the necessary data and a total
of 45 questionnaires were validly filled and used for the analysis. This was a response rate of 85% which way above
the required threshold of 60% by most researchers. The managers surveyed had a minimum of undergraduate degree
with 80% and experience of 5 years of 78% within the insurance brokerage firm. The insurance brokers surveyed
apply the five OMPs under study but with varying degree. Top on the list machine and equipment maintenance with
a mean of 1.8 and standard deviation of 0.75 followed by product and service design with a mean of 2.2 and standard
deviation f 0.95 and the rest with a mean more than 2.5. The insurance are faced with several challenges among them
lack of documented maintenance programs with a mean of 1.20 and a standard deviation of 0.45,lack of documented
quality management systems with a mean of 1.49 and standard deviation of 0.91 among others. The performance of
the insurance firms has improved with the number of claimed increasing over the fours, number of accounts held has
also minimally increased and the time taken to settle the claim has reduced over the four year period. There is a
linear relationship between the performance of the insurance and the operation management practices. The
regression shows that supply chain management practice, machine and equipment maintenance and quality
management have a positive relationship while planning and control and product and service design have a negative
relationship. The general regression line shows that the equation has an R of 0.55 and all the coefficients are
statistically significant at 95% confidence interval. The conclusion is that there is need for the industry to deploy
these Operation Management Practices as they have an impact and influence on the performance of the insurance
broker. The research recommends that the management of the insurance brokers and the regulators should embrace
these practices as they enhance the performance of the industry. The research further recommends that a longitudinal
study should be carried to establish the link of the variables over time. Further a similar study should be carried out
in insurance industry as a whole to establish the link.

Keywords: Operation Management Practices, Operational Performance, Insurance Brokers, Nairobi City.

1. Introduction

The traditional view of an organization is depicted to have three functions according to (Reid and
Sanders, 2005; Waters, 2002): Operations, Marketing and Finance. It is in the transformation process (see
Figure 1.1) that a product goes between input and output. Russell and Taylor (2007) argue that a
transformation process is a series of activities along a value chain extending from the supplier to the
customer. The transformation process can be psychological or informational, physical, locational,
exchange, physiological. It is in the transformational process that the input value is increased at each stage
leading to a higher value at the output. Non adding value activities should be avoided at all times.
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According to ISO 9001: 2015 a process is defined as a set of interrelated or interacting activities which
transform inputs into outputs.

According to Porter (1999) a firm’s relative position within the industry determines whether a
firm’s competitiveness is above or below the industry average. There are basically two types of
competitive advantage approach a firm can adapt. The firm can adapt a low cost approach or product or
service differentiation. A cost leadership approach focus on setting out to become the low cost producer in
the market. The low cost leadership focus includes the pursuit of economies of scale, technology, supply
chain management and other inputs. In the differentiation approach the firm focuses on product or service
uniqueness. The firm seeks to produce a product or service that is unique different from other firms within
the industry through product or service design, process design, quality management, efficiency and
effectiveness.

An insurance broker as defined by the Insurance Act (2003) of Kenya as an intermediary concerned
with the placing of insurance business with an insurer or reinsurer for the expectation of payment by way
of brokerage fee and or commission. An insurance broker works with many insurance companies to find
the very best available policies for clients.

The insurance concept was first conceived in Kenya during the British colonial period whereby they
used to insure through foreign insurance brokers. Insurance brokers play a key role in the intermediation
of risks by facilitating the absorption of risk on behalf of the risk-taker and hence they are very important
in the economy. Over the years the role of a broker has changed from that of a matchmaker to a service
provider.

2. Literature Review

This section discusses the theoretical framework, operations management practices, performance
and conceptual framework. The theoretical framework is important in any research study as it plays a role
in the understanding the factors underlying the study. In this section the theory of constraint is
highlighted. Theory of Constraints is a new approach to management of production and operation that was
developed by Godratt in the late 1970’s. It has two major parts or components; a philosophy and a generic
approach for investing, analysing and creating solution called the thinking process. The philosophy
underpins the working principle of on-going improvement. The main objective of TOC is on system
improvement and concentrates on bottlenecks within the system (Nave, 2002). The philosophy behind the
theory of constraints is that the management focuses on continuously improving the firm’s operations in
order to enhance competitiveness through analysis of problem and creating solutions for the same

2.1. Operation Management Practices

Operations management practices have a major influence on how the organization competes
through product and service design, cost of production, business location, the response time, inventory
management, supply chain management, facility and work layout, budgeting and forecasting, human
resource planning, control and management, risk management, operations improvement, project planning
and control, Enterprise Resource Planning (ERP) and quality management Slack et al. (2010). Businesses
fail or perform under par for various reasons. Top on this list of why firm fail to compete include failure
to recognize the need for operational strategy, failure to take advantage of strengths and opportunities,
and/or failing to recognize competitive threats (Stevenson and Hojarti, 2007).

According to Barnes (2008), there are several operations management practices that are applicable
to both product and services industry. These management practices applied in include internal lean
practices, just-in-time, continuous improvement, total quality management, total productive maintenance
and six sigma. The objectives of lean principle as an ideal is to meet customers demand and wants with
high quality and with no or minimal waste. Lean principle is a coherent set of ideals that are based on
smooth flow through the relevant process by doing everything well and gradually doing them better. The
Kaizen principle is a practice for continuous improvement that was originally by Masaak Imai. It is based
on the principle that good processes bring good results and is guided by ten basic principles.

Just in Time (JIT) is a philosophy, a method of operations planning and control and an approach to
improving competitiveness. The philosophy originated from Japan. The philosophy aims at reducing
wastage within the operations and seeking continuous improvement and thereafter to meet the competitive
advantage in order to respond the market needs. According to Reid and Sanders (2005), Quality
Management seeks to enhance quality by ensuring that everyone within in is organization is responsible
for quality and defects. Quality management is widely accepted and applied in improving competitiveness
around the globe (Samson and Terziovski, 1999). Machine and equipment maintenance on the hand
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involves everybody in ensuring that the machinery and equipment are in good working conditions
(Wireman, 2004).

Supply Chain Management practice is key to organizational performance and keen attention by the
management is required to enhance performance. According to Kemunto (2016), there is need to pay keen
attention to OMP especially SCM, Scheduling and inventory management.

The product and service entails converting intellectual property into tangibles i.e. goods and service
as they are required in for sustainability and growth. Product and process design greatly affect the quality
of the product or service, cost and sustainability and well as efficiency and effectiveness. Byegon (2015)
conducted a study on OMP in the sugar industry and concluded the job design, facility layout, Process,
product and service design are key to achieving higher performance in a firm. Poor implement of product
design is responsible for poor performance of the product hence affecting negatively the overall
organizational performance. According to Mbithi et al. (2015), performance of an organisation respond
positively if the implementation is well planned but it affects negatively otherwise.

Planning and control is a management tool that is utilized to achieve stated goals and objectives.
According to Kumar and Suresh (2006), any production system comprises of four key factors of Quality,
Quantity, Cost and Time. The main objectives of Planning and Control is to achieve optimal resource
utilization, production objectives in terms of Quality, Quantity, Cost and Timelines to avoid production
delays as well as to supply desired goods and services to the market. Planning consists of planning of
processes, forecasting, Material Requirement planning, material planning, equipment planning and
Human resource planning.

The business environment dictates that products and services should meet the customer’s
preferences, wants and needs to remain profitable. Quality management as a practice attempts to address
these concerns. It is the responsibility of everyone within the organization to ensure that these concerns
are well addressed. The importance of quality management is demonstrated by the number of companies
achieving 1SO 9001:2015 certification. According to Chavez et al. (2013), there exists a relationship
between quality and operational efficiency. Quality management is a holistic management practice and
principle that attempts at continuously improving all divisions of the firm. This is only achievable if the
concept of total quality is utilized from the acquisition of goods to customer service after sale (Kaynak,
2003).

Facility layout is key in determining the performance of an organization. One basic assumption of
facility layout is that cost incurred in moving inventory and workforce is optimal. Easy access to well-
designed walkways, parking areas and paths contribute to good facility layout. Facility layout should be
designed based on the degree of customer contact and service required by the customer. For instance
hospital service is the best example for adaptation of process layout. According to Mahmood et al.
(2017), the quality of health services are improved by good facility design through redesigning physical
facilities.

Having reliable equipment and machines to deliver services and products to the client’s demands
and wants provides a competitive edge to the firm. Maintenance of reliable equipment and machines may
be approached by either having a remedial maintenance or preventive maintenance for continuity of
production.

2.2. Operations Performance

There is need for business organizations to be competitive in order for them to be in a position to
sell their goods and services. According to Stevenson and Hojarti (2007), performance is an integral factor
in determining whether a business prospers or not.

According to Stevenson (2014), organizational performance can be measured against organizational
performance indicate (OPI) such as operational efficiency and effectiveness, cost reduction, profitability,
sustainability, waste reduction, response time, and internal and external compliance. Operational
efficiency is the organizational ability to perform operations with little or no waste of resources and time.
Effectiveness is doing the right things while efficiency is doing things right. Thereby efficiency and
effectiveness contribute to high business performance since the organization will execute the right
operations the right way.

Cost reduction is involves minimizing operational costs which enhances organizational profitability.
Profit is the difference between revenues generated by operation and the cost incurred by the organization.
Profitability is an accounting metric that is used determines the business financial success or failure
relative to its size. Sustainability is the ability of an organization meets current and future demands for its

72



Noble International Journal of Business and Management Research

products and services. Sustainability is basically on economic, environment and social or people aspects
of the business.

Waste reduction involves the process and practice of reducing effluents to the environments so as to
promote a society that is sustainable. Response time is time that it takes for an organization to react or
respond to the needs of the customers and clients. Compliance is the ability for to conform to set
standards, requirements, specifications policies, procedure and legal requirement. Compliance may be
internal or external. Internal compliance is the ability for the organization to conform to its internal
standards, policies, procedures and other internal requirements. External compliance refers to the ability
for an organization to comply to external requires such as regulatory requirement and legal requirements.

Business performance enhances competitiveness which is the firm's ability to achieve market
superiority over its competitors. The easiest way to compare firms within the industry is by examining the
various performance preferences such as quality, profitability, cost reduction, sustainability. Stevenson
and Hojarti (2007) stated that performance is critical in assessing whether a firm will succeed or not.
According Reid and Sanders (2005), most of the successful world — class companies have been
performing by embracing operation management practices. Performance at firm level is crucial and is
dependent on the practices adopted.

2.3. Research Problem

Business firms are today operating in a global and highly competitive business environment and for
them to survive; they must focus on efficiency, sustainability, profitability and cost reduction.
Globalization has highly changed the way businesses are traditionally conducted. Globalization has
created both business opportunities as well as challenges to both products based and service based
business firms. The objective of any business firm is to offer products and services that satisfy its
customers. The key to performance is determining what the customers and clients want and then directing
the efforts towards meeting their needs and expectations.

A number of studies have been done to ascertain various operations management practices, in the
pharmaceutical industry, Mogoi (2010) looked at the operational management practices on the
procurement of pharmaceutical products in developing countries with a focus on Kenya Medical Supplies
Agency (KEMSA) and found out that most of the organisations had operation management policies.

According to Mudaki et al. (2012), the main threat to the insurance in Kenya is lack of information
to the insuring public, fraud and mismanagement of the insurance broker including insurance companies
thereby hampering their performance in general. For a business to be sustainable it must provide high
quality products and service in a timely manner and must minimize operational costs. Various research
studies have been conducted in insurance industry in Kenya. However there are scanty studies address the
effect of Operations Management Practices in relation to the performance of insurance brokers in Kenya.
Mwangi (2013), focused on the influence of profitability as measure of performance; however he did link
OMP to performance. Wabita (2013), in a study focusing on the factors of performance found out growth
affects financial performance.

(Kitua, 2009) investigated on the internet as a source of competitive advantage for insurance firms
in Kenya and found out that internet is a source of competitiveness in the insurance industry in Kenya.
Modern business firms are operating in a very competitive environment as to some years back. For any
business to survive it needs to focus on efficiency and effectiveness profitability, sustainability, quality,
cost reduction, customer relationship among other factors. The businesses need to focus on flexibility and
prompt responses. For this reason, there is need for organizations to apply Operations Management
Practices to avoid waste, to be effective and efficient, sustainable and profitable. Therefore, the study
intends to establish the operations management practices applied by the insurance brokers and what
impact they have on the performance of these firms. Little has been done in the insurance industry to
determine whether operation practices are applied by insurance brokers and which of these practices are
contributing to enhanced performance.

2.4. Research Focus

Operation Management Practices (OMP) has recently become crucial in the business set as they
enhance performance. Studies have shown these practices contribute to enhancing firm performance. In
study conclude by Li et al. (2006), investigating the effect of SCM practices and competitive advantage
and organization performance established that SCM practices can enhance performance of an organization
and concluded there is for the management to embrace SCM practices as they enhance competitiveness
and organizational performance.
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Kemunto (2016) conducted a study on operations management practices and performance of
telecommunications firms in Kenya and established there was significant effect of OMP adopted by
telecommunication companies in Kenya. Further the researcher concluded that there is need to invest
more in Quality improvement. The study also revealed there was a positive relationship between OMP
and performance of the firms and therefore the management should invest more in OMP.

Bengat (2015) on his study on operations management practices and performance of agricultural
non-governmental organizations in Nairobi County, established that there is a positive effect on
performance in Agricultural NGOs operating in Nairobi county and concluded that OMP reinforce
performance by increasing efficiency and effectiveness of organizations. Further the researcher found that
the use of OMP is considered as a Key factor to continuous improvement of quality in delivery of services
and organizational performance.

Choon et al. (2002), in their study on Supplier Chain Management: A strategic perspective in the
USA surveyed managers in order to study the prevalent Supplier Chain Management practices and found
that Supplier Chain Management practices were correlated with firm performance. The researchers
concluded that SCM practices are key ingredients to higher organizational performance. A study
conducted by Arawati and Hassan (2008) titled The Strategic Supplier Partnership in a Supply Chain
Management with Quality and Business Performance in Malaysian manufacturing sector, concluded that
SCM practices have the capability of enhancing quality performance which improves business
performance in the long run.

Kariuki (2012) in a study in a study investigating effect of Product development on Financial
Performance of Commercial Banks in Kenya found out that there was a positive association between
product development and financial Performance of Commercial Banks.

In a study conducted in Kenya by Mbithi et al. (2015), investigating effect of product development
strategy in the sugar industry found out that a well thought out product and process design is responsible
for high performance and well thought out implementation process enhances Performance. The
researchers further concluded that product design is a crucial ingredient in enhancing performance and
improvement of product and development of new ones can enhance capacity utilization.

In a study conducted in lraq by Mahmood et al. (2017), investing facility layout design and its
impact on the healthcare service quality in teaching hospital and pediatrics teaching hospital in
Sulaymaniyah city, the found out healthcare service quality is responsive to facility layout. The
researchers concluded that better facility is responsible for high quality service delivery and in addition
helps the organization in achieving it aims, goals and objectives.

The general objective of this study was to determine the operations management practices applied
by insurance brokers and their effect on the competitiveness.

The specific objectives of the study were:
i.  To determine the extent of the application of the operations management practices by the
insurance brokers in Nairobi;
ii.  To identify the challenges faced by the insurance brokers in Nairobi applying Operations
Management Practices; and
iii.  To establish the relationship operations management practices and Performance in insurance
brokerage business.

3. Methodology of Research

3.1. General Background of Research
In this section, the research design is discussed; the target population, sampling design, data
collection and data analysis are presented.

3.2. Research Design

This was an exploratory study which will be designed to identify the extent to which Kenyan
insurance brokers apply operations management practices and to also investigate which operation
management practices are adopted in the operation strategy into the overall competitive strategy of
Kenyan insurance brokers. Research design will be done through survey. Surveys are concerned with
describing, recording, analyzing and interpreting conditions that exist.
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3.3. Target Population
This study targeted 53 insurance brokers situated in Nairobi. From each organization the researcher
targeted operations Managers.

3.4. Sample Design

Since the population was small the researcher did a census whereby the research instruments were
distributed to all the members of the population. According to Singh and Masuku (2014), when the
population is small it advisable to include all the members of the population so to avoid sampling errors.

3.5. Data Collection

Primary data was used in this study because it is quick to get, inexpensive, efficient, accurate and
flexible (Mugenda and Mugenda, 2003). The primary data was collected through a questionnaire targeting
heads of departments of operations managers as they were well placed to understand the operations of the
insurance broker.

The questionnaire was divided into three sections. The general information section was designed to
provide bio-data of the insurance broker. The second part of the questionnaire was to provide information
on the operations management practices applied by the Insurance brokers. The third part was to provide
data that was used to verify and supplement information given in section two.

3.6. Data Analysis

The researcher organized, tabulated and summarized the collected data. Charts and graphs was used
to illustrate the findings. Descriptive analysis was used on the all the objectives. To measure Operation
Management Practices, respondents asked to report the level of importance and application considering
different Operation Management Practices through the Likert scale of 1 to 5. Statistical Package for Social
Sciences (SPSS) and Microsoft Excel was used in the data analysis. The researcher determined the mean
and standard deviation of the all the attributes for the variable. After determining the mean and standard
deviation the research drew conclusion regarding the link between the variables. In order to establish the
relationship between the operations management practices and performance, the researcher conducted a
multiple regression and the regression model used was

Y=Bp+B1 X1 +BaXo+ B Xy +B3Xg+Ba Xy +BsXgt €, 1
Where

Y = Performance

X1 = Product and Service Design

X, = Supply Chain Management

X3 = Planning and Control

X4 = Quality Management

Xs = Machine and Equipment Maintenance

€ =The error term

4. Results of Research

4.1. Introduction
In this section, the researchers present the analysis together with the interpretation of the findings
from the study. The analysis is presented in form of tables and graphs showing the relationship between
variables each followed by the relevant interpretation. The chapter is organized in term of the study
objectives as well as the demographic information regarding the insurance brokers and the managers who
were our target population. The study had three specific objectives that guided the research. These
research objectives were:
i.  To determine the extent of the application of the operations management practices by the
insurance brokers in Nairobi.
ii.  To identify the challenges faced by the insurance brokers in Nairobi applying Operations
Management Practices
iii.  To establish the relationship between the operations management practices and Performance in
insurance brokerage business
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4.2. Background Information
4.2.1. Response Rate

This study targeted 53 insurance brokers within Nairobi City. After coding and checking for
accuracy in the data, 45 questionnaires were found useful for the study. This gave a response rate of 85%.
According to Arora (1996), a questionnaire that produces above 75% response rate has done extremely
well. Babbie (2004) argues that response rate of 50% is acceptable to analyze and publish, 60% is good
and 70% is very good. Mugenda and Mugenda (2003), states that a response rate of 50% or more is
adequate.

Table 4.1. Response Rate

Respondents
Questionnaires Distributed 53
Questionnaires Received 45
Response Rate % 85

Source: Authors, (2018)

4.2.2. Demographic Information

Besides the specific objectives the researcher studied the demographic data regarding the managers
in the study population. These demographic factors that the researcher sought information included the
academic levels and the length of time these managers have worked in the respective insurance brokers.

The research study showed that most mangers had a least a degree with 44% having a bachelor’s
degrees and above. The details are shown in table. On the other hand most of the mangers had worked in
the respective insurance brokerage firm for more than 10 years with a percentage of 58% as indicated in
table 0.2.

Table 4.2. Academic Levels of Managers

Frequency % Cumulative %
Certificate 9 20.0 20.0
Undergraduate 10 22.2 42.2
Post Graduate 10 22.2 64.4
Others 16 35.6 100.0
Total 45 100.0

Source: Authors, (2018)

Table 4.3. Length of Time of Managers
Frequency | % | Cumulative %

Below 5 years 10 22.2 22.2
Between 5 and 10 years 9 20.0 42.2
Between 10 and 15 years 7 15.6 57.8
Between 15 and 20 years 9 20.0 77.8
Over 20 years 10 22.2 100.0
Total 45 100.0

Source: Authors, (2018)

4.3. Application of OMP by Insurance Brokers

The research study intended to establish the extent to which the insurance brokers applied the
operation management practices (OMP). The researcher to this end established that the insurance brokers
were applying at least one of the five OMPs. These OMPs included Machine and Equipment
Maintenance, Quality Management, Supply Chain Management, Product and Service Design and
Planning and Control. From the study it was clear that the insurance broker apply machine and equipment
maintenance more than any other practice with a mean of 1.8 (Standard deviation of 0.75) followed by
product and service design with a mean of 2.2 (Standard deviation of 0.95) then  Supply chain
management with a mean of 2.5 (Standard deviation of 0.96), then planning and control with a mean of
2.8 (Standard deviation of 1.31) and lastly Quality management with a mean of 3.0 (Standard deviation of
1.48) as shown in table 4-4. These results indicate that the insurance brokers apply the operation
management practices in one way or another.
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Table 4.4. Application of OMP By Insurance Brokers

Description Mean | SD

Quality management 3.00 | 1.48
Planning and Control 2.80 | 1.31
Supply Chain Management 2.50 | 0.96
Product and Service Design 2.20 | 0.95
Machine and Equipment Maintenance | 1.80 | 0.75

Source: Authors, (2018)

From the findings, most of insurance brokers agree to the fact that they machine and equipment
maintenance ranks higher than any other practice. The lower the mean the better since the Likert scale
starts at 1 with strongly agree and ends at 5 with strongly disagree. The lower the standard deviation the
better since the measures of dispersion shows how scattered the elements are from the mean.

4.3.1. Machine and Equipment Maintenance

The insurance broker agrees that there is a strong documentation of maintenance programs within
their brokerage firms. Most of the respondent agree that the insurance brokers maintain proper
documentation of the maintenance program with a mean of 1.38 (standard deviation of 0.569).The
insurance brokers on the hand agree that the machine and equipment maintenance is done when there is
less work or when equipment or machine has broken down with a mean of 1.71 (Standard deviation of
0.910).

The brokers agree that there is regular inspection of the machines and equipment and it is the
responsibility of every operator to ensure that this done regularly with a mean of 1.87 and standard
deviation of 0.98. The brokers also agree that the their firms have well-kept records regarding machine
and equipment maintenance and work records with a mean of 1.98 and a standard deviation of 0.774 From
the study it is also clear that the insurance brokers are neutral on checklists on the maintenance with a
mean of 3.07 and a standard deviation of 1.083 The results are summarized in table 4-4.

From the findings it is clear that the insurance brokers utilize all the aspects of the machine and
equipment maintenance practice since their means are lower than 2 except maintenance of checklist which
has a mean of 3.07 which implies the brokers are non-committal.

Table 4.5. Machine and Equipment Maintenance

Machine and Equipment Maintenance Mean | SD
The organization has Maintains a standardized maintenance checklists 3.07 | 1.083
The organization keeps detailed machine and equipment maintenance and work order records 1.98 | 0.774
There is regular inspection of machines and facilities and the operators are responsible for their

own machine cleaning, lubrication, and regular maintenance. 1.87 | 0.980
Machine and equipment maintenance is done when there is less work or when equipment breaks

down 1.71 | 0.910
There is a documented maintenance program for machinery and equipment 1.38 | 0.569

Source: Authors, (2018)

4.3.2. Quality Management Practice

The quality management as a practice is not taken seriously by the insurance brokers. All the
aspects that the researcher sought had a mean of above 3. The insurance brokers feel are non-committal on
all the aspects investigated. On the issue of whether the insurance brokers have documented quality
management system, the mean was 3.11 with a standard deviation of 1.43. On the issue of whether the
magnitude and frequency of quality related occurrences has reduced significantly over the past one year
the mean were 2.91 with a standard deviation of 1.53. Concerning whether the organization welcomes and
acts on end user complaints, the data showed a mean of 3.09 and a standard deviation of 1.31

Enquiring on the issue of whether Quality levels are determined by end user bench marks and the
regulatory authorities, the researcher found a mean of 3.11 with a standard deviation of 1.46 while on
whether the employees are encouraged to check the quality of each operation they complete before
proceeding to the next operation, there was a mean of 3.22 and a standard deviation of 1.60.
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Table 4.6. Quality Management Practice

Quality Management Practice Mean | SD
All employees are encouraged to check the quality of each operation they complete before

. - 3.22 | 1.60
proceeding to the next operation.
The organization has a documented quality management system in place 3.11 | 143
Quality levels are determined by end user bench marks and the regulatory authorities. 311 | 1.46
The organization welcomes and acts on end user complaints 3.09 | 131
The magnitude and frequency of quality related occurrences has reduced significantly over the 291 | 153
past one year ' '

Source: Authors, (2018)

From the findings it is clear that the insurance brokers are non-committal on the issue of quality
management systems with a mean of above 3.

4.3.3. Supply Chain Management Practice

Supply chain management as a practice is ranked position 3 in terms of usage with a mean of 2.50
and a standard deviation of 0.96. In terms of the different aspects, that the research sought to investigate
all of them had a mean of less than 3 implying that most of the brokers tend to agree the fact supply chain
management is practiced by the brokers. The details of the findings are in the table 4-7

Table 4.7. Supply Chain Management Practices

Supply Chain Management Practices Mean | SD
The company has a list of preferred suppliers 253 | 111
Are there on time deliveries from suppliers? 2.87 | 1.39
The company has mutual relationship with the supplier 258 | 1.29
Is there reduction of stocks in stores? 284 | 141
There is constant burden and disorganization, with a high level of Work-in-Progress items 2.67 | 1.28

Source: Authors, (2018)

4.3.4. Product and Service Design Practice

The insurance brokers sector report that product and service is as a practice is ranked number 2 with
a mean of 2.2 and standard deviation of 0.95. on the different component of the practice it is clear that the
mean is lower than 3 implying that the insurance tend to agree that product and design is practiced. The
different components range from a mean of 2.16 to 2.33 as shown in the table 4-8

Table 4.8. Product and Service Design Practices

Product and Service Design Practices Mean | SD
The services comply with the legal requirements in the country 2.23 | 1.37
The services comply with the internal organizational requirements 220 | 1.39
Provide services that are easily accessible by the customers 233 | 1.27
Provide services that are easily acceptable to the customers 241 | 1.40
Company follows keenly on what others are doing in the insurance industry | 2.16 | 1.35

Source: Authors, (2018)

From the findings, it is clear that the insurance brokers tend to agree to the fact that product and
service design is practiced in the insurance brokers sector.

4.3.5. Planning and Control Practice

Planning and control as a practice is mildly with a mean of 2.8 and a standard deviation of 1.31. On
different components it is clear that the means range from 2.60 to 2.73. This implies that the insurance
brokers tend to be non-committal on the practice. This information is shown in table 4-9

Table 4.9. Planning and Control Practices

Planning and Control Practices Mean | SD
The services comply with the legal requirements in the country 2.73 | 1.37
The services comply with the internal organizational requirements 2.60 | 1.39
Provide services that are easily accessible by the customers 2.73 | 1.27
Provide services that are easily acceptable to the customers 291 | 1.40
Company follows keenly on what others are doing in the insurance industry | 2.76 | 1.35

Source: Authors, (2018)
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4.4. Challenges Encountered by Insurance Brokers

The sought to identify the challenges that the insurance brokers faced in establish or practicing
operation management. The study ranked lack of documented Operation Management practices, lack of
documented quality management systems, lack of documented maintenance programs, lack of partnership
with the suppliers and finally lack of supply chain management policies. Lack of documented
maintenance programs topped the list with a mean of 1.20 (standard deviation of 0.45) followed by lack of
documented quality management systems with a mean of 1.49 (standard deviation of 0.91) lack of
partnership with suppliers followed with a mean of 1.64 (standard deviation of 1.18) followed by lack of
documented OM practices with a mean of 1.76 (standard deviation of 1.25) followed by lack of SCM
policies with a mean of 2.18 (standard deviation of 1.51) and finally planning and control tools a mean of
2.56 (standard deviation of 1.57) This information is shown in table 4-10.

Table 4.10. Challenges encountered by Brokers

Description Mean | SD
Lack of OMP 1.76 | 1.25
Lack of Documented QM 149 | 0.91
Lack of Partnership with Vendors | 1.64 | 1.18
Lack of Documented MEM 1.20 | 0.45
Lack of SCM Policies 218 | 1.51
Lack Planning and control 256 | 1.57

Source: Authors, (2018)

From the findings it is clear that most of the insurance broker tend to agree that the major challenge
that they encounter in practicing OMP is topped by lack of documented MEM and the least challenge is
lack of planning programs with a mean of 2.56.

4.5. Operation Management Practices and Firm Performance

The study intended to establish the relationship between operation management practices and the
performance of the insurance brokers. The study link the performance in terms of changes in the number
of accounts, the rate of claims paid as well as the time taken to pay those claims. The mean rate of claim
payable ranged from 79.2% to 83.5%. The average rate of time taken to pay those claims ranged from 55
days to 62 days for the four years of 2013 to 2017. The mean number of accounts ranged from 76 to 81.
The claims paid reduced by 6% in 2014, but increased by the same rate in 2015. In 2016, it reduced by 3%
but increased by 2% in the year 2017. In general, the rate remained relatively constant with a standard
deviation of 4% in the four years. This is shown in figure 4-4

Figure 4.4. Rate of Change in Claims Paid
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Source: Authors, (2018)
The average rate of change in the time taken in paying the claims increased in 2014 by 17% but

decreased in the subsequent year with 5% in both 2015 and 2016 but decreased by 1% in 2017 and the
average increase rate of 2% with a 19% standard deviation as shown in figure 4-5.
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Figure 4.5. Rate of change in paying claims
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The number of accounts held by the insurance brokers increased by 15% in 2014, 9% in 2015, 28%
in 2916 and 8% in 2017 with an average increase of 15% with a standard deviation of 2%. This

information is shown in figure 4-6.
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Figure 4.6. Rate of Change in Accounts held
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In general the research concludes that rate of claims paid is relatively constant with a standard
deviation of 2% over the four years meaning that the insurance brokers are able to satisfy their customers.
The time taken to pay these claims has also improved with a decrease in rate in time taken to pay these
claims. This is positive to the customers’ needs as they need to be paid their claims on time. On the other
side of the insurance brokers, there has been an improvement in the number of account held by them. This
indicates that the customers have trust in them. Towards this end the researcher need to establish the link
between the OMP and these performance indicators. The application of OMP has impacted on the
performance of the insurance brokers

Table 4.11. Regression Statistics

Regression Statistics
Multiple R 0.55
R Square 0.30
Adjusted R Square | 0.21
Standard Error 0.02
Observations 45

df SS MS F Significance F
Regression 5 0.007 0.001 3.403 | 0.012
Residual 39 0.016 0.000
Total 44 0.024

Coefficients | Standard Error | t Stat | P-value
Intercept 0.111 0.013 8.856 | 0.000
SCM 0.007 0.002 2.893 | 0.006
P&S -0.002 0.002 -1.099 | 0.002
M&EM 0.004 0.002 1.917 | 0.065
QMgt 0.005 0.002 2.351 | 0.024
P&C -0.002 0.002 -0.799 | 0.043

Source: Authors, (2018)
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The equation from the regression is given below
Y =0.111 + 0.01X; — 0.002X; + 0.005X; + 0.005X, — 0.002X5

From the equation above Machine and Equipment Maintenance, Supply Chain Management and
Planning and Service Design impacts performance positively while Quality management and Planning
and control have a negative impact. All the coefficients are statistically significant with probabilities less
or equal to 0.05.

There is enough evidence that all the insurance brokers surveyed apply the operation management
practices. Top on list of the application is machine and equipment maintenance with a mean of 1.8 and a
standard deviation of 0.75 followed by product and service design with a mean of 2.2 and standard
deviation of 0.95 while the rest have means of more than 2.5. A mean of 3 and above means that the
managers disagree its application in their respective insurance brokerage firms.

There is enough evidence that the application of the five operation management practices have a
positive impact on the general performance of the insurance brokers. From the regression of the data
available it is clear that the application of the operation management explains at least 55% of the
performance of these insurance brokers. The regression line for the relationship is Y = 0.111 + 0.01X; —
0.002X; + 0.005X3 + 0.005X, — 0.002X5

From the results it is important for firms to embrace and utilize operation management practices in
order to enhance their overall performance.

5. Discussion

The descriptive and quantitative analysis of the data on the insurance broker in Nairobi City indicate
that operations Management Practices are crucial to the improvement of the time taken to pay the
customers their claims. For the time taken to reduce on average it is important that the insurance broker
embrace the five operation management practices. It is also clear that not all the five operation
management practices that the insurance brokers are utilizing maximally.

The improvement in payment of claims is also dependent on the utilization and embracement of the
operation management practices. Prompt payment and total clearance of these claims enhance customer
retention and satisfaction. It also attracts more customers and therefore enhances the number of the
accounts held by the insurance brokers. From the research it is also clear that a lot of documentation is
lacking which be key to the satisfaction of the customers.

Having more and more accounts held is one but this should be coupled by prompt payments when
claims become due. In the instance of having huge volume accounts that are not being settled would be a
negative move as more and more customers will be dissatisfied and eventually will withdraw along with
others. The days that the insurance broker takes to settle these accounts should also be minimized to a
manageable level so as not affect the wellbeing of the clients who are the backbone of the insurance
brokerage business.

The coordination and documentation of the operation management practices should also be enhance
for the performance of the insurance brokerage firm. From the study it is also clear that the performance
in general is affected by the way the operations management practices coexist. The practices should also
be supportive of one another and complimentary so as to leap the maximum benefits from these practices.
On the other hand the individual insurance broker should prioritize these practices and not implement
them just because others are using some.

6. Conclusions

Against the background of the data collected and analyzed, the researcher was able to draw the
following deductions. Most of the insurance firms prioritize machine and equipment maintenance and
product and service design against the other three operation management practices under review. Most of
the insurance brokers embrace one or two of these practices while conducting their brokerage business.
Slightly below a mean of 2.0 embrace machine and equipment maintenance and slightly above a mean of
2 embrace product and service design practices. From the data there exist a link between the number of
accounts and these practices as well as a link between the number claims paid and these practices. There
is a link between the number of days taken to settle the claims and the operation management practices.
This in essence implies the more these operation management practices are embraced and used the better
the performance of the insurance brokers. The more these operation management practices are embraced,
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the lesser the time taken to settle the claim payable as well as the increased number of accounts and the
more claims are settled in general.

In view of the deduction made from the study, the following recommendations are worth making to
the management of the insurance brokers, the ministry concerned and the insurance industry in general.

The management of the insurance brokers should invest, embrace and utilize the operation
management practice in order to enhance the performance of their brokerage firms as well as satisfying
the customer’s needs. The top management should be on the forefront in ensuring that these practices are
documented and practiced effectively in order to enhance the performance. Moreover the Ministry of
Finance and the Insurance Regulatory Authority (IRA) should lay the necessary framework for the
embracement of these operation management practices.

A similar study should be conducted targeting the insurance companies to establish the relationship
between the operation management practices and firm performance. The mere fact there is a relationship
between the operation management practices and firm performance insurance does not necessarily mean
that there is such relationship in the insurance companies themselves.

Moreover this study was solely conducted on the insurance brokers in Nairobi town. A similar study
should be conducted all over the country to establish the link between the variables. This study on the
other hand concentrated on cross sectional data whereby it involved observations of some subset of a
population of items all at the same time, in which groups can be compared. Cross sectional analysis
studies the relationship between different variables at a point time. A longitudinal study should be
conducted to determine the relationship between operations Management Practices and firm performance
over time.
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