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ABSTRACT

Covid 19 restrictions imposed by the government have resulted in significant impact
to the economy and particularly to Small and Medium Sized Enterprises (SMEs). The
selection of some interventions over others necessitates assessment of the rationale
behind the various regulations that were put in place and how these have impacted
specific industries. This study focused on the effect of government logistics regulatory
restrictiveness on the performance of freight forwarding companies in Kenya. The
objectives of the study were as follows: To determine the effect of customs
restrictiveness on the performance of freight forwarding companies in Kenya; To
determine the effect of investment restrictiveness on the performance of freight
forwarding companies in Kenya. To determine the effect of movement of people
restrictiveness on the performance of freight forwarding companies in Kenya. To
determine the effect of road transport restrictiveness on the performance of freight
forwarding companies in Kenya. The bulk of cargo movement in Africa is facilitated
via road transportation with freight forwarding companies playing a central role in the
distribution process. Two main theories are considered in this study — The Private
Interest Theory of Regulation and the Balanced Scorecard. The current study utilized
a descriptive-cross-sectional research design. There are 868 licensed freight
forwarding companies in Kenya; managers from these organizations formed the
population of the current study. Data, from 256 sampled respondents, was collected
through closed-ended structured questionnaire and data analysis, both descriptive and
inferential statistics, was performed. The study was rooted in the private interest theory
and the Balanced Scorecard. Regression results indicated that the impact of the
independent variables, by magnitude in descending order was as follows — custom
restrictiveness, movement of people restrictiveness and finally investment
restrictiveness. Road transport restrictiveness was not found to be a significant
predictor of performance. Incomplete. The study concluded that customs and
movement of people restrictiveness significantly impacts the performance of freight
forwarding companies in Kenya, with customs restrictiveness having the most
profound effect. Investment restrictiveness and road transport restrictiveness were
found to have less impact. Limitations included reliance on self-reported data, which
may introduce bias, and the focus on Nairobi, limiting generalizability across Kenya
or other regions. Future research is recommended to explore the longitudinal impact
of regulatory restrictiveness on freight forwarding performance, including qualitative
studies to understand the nuanced impacts of such regulations. Additionally,
expanding the geographical scope beyond Nairobi to include other major freight
corridors in Kenya would provide a more comprehensive understanding of the
regulatory impacts on the freight forwarding industry.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the study

A double-edge debacle was occasioned by the Covid-19 pandemic — on the one side,
the need to protect the public from the spread of the pandemic and on the other, the
need to avert debilitating financial outcomes to the populace (Maher, Hoang &
Hindery, 2020). The dual effect of these regulations deserves exposition in light of the
possibility of future similar expedited regulation contexts. The challenge of quick
regulation was most apparent to the cargo industry in that governments struggled to
maintain the flow of essential goods across various regions while at the same time
remaining weary of the potential of the various traveling employees to act as conveyors
of the virus. The pandemic thus imparted a regulatory need to an already encumbered
industry in Kenya resulting in the government enforcing Covid 19 regulations
affecting truckers operating in the region (Mbewa, 2020). The impact of regulation to
the performance of freight forwarding firms in Kenya therefore formed the basis for
this study.

About 75% of total ton kilometers transported in the European Union (EU) are ferried
over road with the prominence of road transportation likewise apparent in the United
States (Wiegmans & Donders, 2007). This predominance of road transport in the
distribution of cargo necessitates the implementation of regulations that expedite
circulation of goods in order to enhance commerce and subsequently economies. The
interrelation between industry and regulator interests is highlighted in the Private
Interest Theory of Regulation in that a dyadic relationship, between industry players
and regulators, shapes both the process of regulation and the outcome of the same.

From a regional perspective, freight forwarding is mainly hindered by the deplorable
state of infrastructure in Africa. There are fewer roads in Africa, today, than there were
30 years ago and 70% of the population lives more than two kilometers away from the
nearest all-season road (Teravaninthorn & Raballand, 2009). Teravaninthorn and
Raballand (2009), in a World-Bank-commissioned report note that transportation costs

in Africa were more of a hinderance to production than importation tariffs and trade



restrictions. Moreover, Africa accounts for less than 1% of world market share in non-
oil-based cargo exported from the region; this compared to 10% in East Asia/ Pacific
region and 4% in Latin America and the Caribbean’s. The disparity, primarily due to
a failure in infrastructure, is further highlighted by the fact that Africa has a relatively

higher abundance of raw materials (Teravaninthorn & Raballand, 2009).

From a local perspective, 76% of freight is circulated through road and the cost of
exportation of a 20-foot container is $1,955 in Kenya, compared to $728 in Mauritius
and $1,155 in Mozambique and $390 in China (Balistreri et al., 2009). Whereas
policies resulting in the Regional Electric Cargo Tracking System (RECTS) have
proven beneficial in expediting transportation of cargo and ensuring security, much
remains to be seen in addressing other areas of the sector that prove as bottlenecks to
productivity; among these are the passing of regulations without consultation with
industry stakeholders (Balistreri et al., 2009; Nyongesa, 2018).

In addressing the interplay between governmental regulatory practices and business
performance, significant disparities persist across different industries and regions,
revealing a critical gap in understanding the localized effects of such regulations.
Particularly in the freight forwarding industry in Kenya, where regulatory measures
significantly influence operational dynamics, there exists a scant comprehensiveness
in studies that delineate the specific impacts of various regulatory dimensions—such
as customs, investment, and transport restrictiveness—on organizational performance.
Hollweg and Wong (2009) highlight the need for more focused research on sector-
specific regulatory impacts, while studies like those by Kuncoro et al. (2021) suggest
that even within regions, responses to regulations can vary dramatically, influencing
the effectiveness of policies. This study seeks to bridge this knowledge gap by
meticulously analyzing the direct and nuanced effects of government logistics
regulations on the performance of freight forwarding companies within Nairobi. By
focusing on a sector that is pivotal to Kenya’s economic infrastructure yet
underexplored in empirical literature, this research aims to offer targeted insights that
could guide policy adjustments and enhance industry practices, ultimately fostering a
regulatory environment that bolsters rather than inhibits business growth and
efficiency (Hollweg & Wong, 2009; Kuncoro et al., 2021).



1.1.1 Logistics regulatory restrictiveness

Government regulations are directives issued by the government to the end of altering
behavior and approaches of a particular entity (or entities) (Laffont, 1994; Hertog,
1999). The current study focusses on government trade regulation as encapsulated in
the legalistic perspective (European Union, 2020) and earlier put forward by Laffont
(1994) and Hertog (1999). Koyama and Golub (2006) define regulatory restrictivness
as the measure of the openness or prohibition of a regulation. The current study focuses

on regulation restrictiveness in the logistics sector.

Hollweg and Wong (2009) propose a logistics sector restrictiveness model in
measuring the impact of regulation on the performance of the logistics sector. The
approach is utilized in assessing the restrictiveness of regulations applied across the
Association of Southeast Asian Nations (ASEAN)+6 countries. The authors propose
six constructs in measuring the restrictiveness of a regulation — customs, investment,
movement of people, maritime transport, aviation transport, and road transport
regulatory restrictiveness. Customs speaks to documentation requirements imposed in
the movement of cargo. Investment applies to such aspects as discriminatory practices
and other factors affecting investment. Movement of people relates to licensing
requirements, movement of people and such other factors pertaining to facilitators of
transportation. Finally, the three categories — maritime transport, aviation transport,
and road transport constitute factors that are particular to the respective means of
transportation (Hollweg & Wong, 2009). The authors operationalize regulation by
assessing the restrictiveness conferred by rules under the aforementioned six

constructs.

The study employed a conceptualization of regulation that is consistent with that put
forward by Ikuthu and Kipkorir (2017) in considering government policies as an
independent variable affecting performance of firms. The authors operationalize
regulation as the restrictiveness of the particular entails of the regulation in effect. The
current study applies the Ikuthu and Kipkorir (2017) with consideration of
restrictiveness as put forward by Hollweg and Wong (2009). Hollweg and Wong
(2009) employ the approach in assessing the restrictiveness of regulations applied in

the logistics service industry under the umbrella construct groupings. However, the



study, unlike Ikuthu and Kipkoir (2017) but in keeping with Hollweg and Wong
(2009), goes further by unpacking government policies to identify the specific aspects
of the policy that influence performance; this approach is consistent with the legalistic
perspective (European Union, 2020; Laffont, 1994; Hertog, 1999). In the current study,
four metrics deriving from Hollweg and Wong (2009) are employed in
operationalizing the independent variables of the study — customs, investment,
movement of people, and road transport (Hollweg & Wong, 2009). The two additional
constructs — maritime and aviation transport — are omitted on account of the current

study’s focus on road transportation.

1.1.2 Organizational performance

Richard et al., (2009) defines performance as involving an assessment of outcomes
deriving from three specific areas of a firm — financial, product market functioning,
and shareholder return. The collection of information of data utilized in assessing
performance is however prescriptive and relies less on experimental assessment of
possible determinants than it does on standard practice (March & Sutton, 1997). This
focus on the status quo of performance assessment, as postulated by March and Sutton
(1997) prevents the gaining of deeper insights into other potential explainers of
performance as assessors are forced to rely on historical data that may have been
collected in accordance with limiting predeterminations of what organizational

performance entails.

Richard (2009) further notes that the multiplicity of performance measurements
presenting both in extant literature and in practice point to inherent misalignment on
the factors that both shape and constitute the construct. An assessment of the various
measurement approaches however reveals that three main factors shape the process of
measurement of performance — stakeholders, heterogeneity of products and
circumstances, and time. Measuring the performance of a business entity would
therefore require elucidation of rationale of interest in centering on particular outcomes

and the ensuring of validity of the approaches taken.

In keeping with Richard’s (2009) observation on the importance of assessing
performance from multi-stakeholder perspective, Coglianese (2012) proposes four

constructs by which to assess policy outcomes — cost-effectiveness ratios, benefit-cost



rations, net benefits, and return on government investment. Cost-effectiveness ratio,
including cost-per-life saves, involves a computation the ration between the resources
involved in the crafting and implementation of a regulation vis the benefit achieved
per individual. A benefit-cost ratio utilizes a similar approach as that used in cost-
effectiveness ratio but involves conversion of benefits to monetary equivalents;
monetary equivalent of a saved life falls under the cost effectiveness ratio. The net
benefits ratio involves totaling the overall benefit of regulation and using this to
compute the effectiveness of the regulation vis others. The approach overcomes the
benefit-cost weakness of overestimating the welfare effect. Finally, return on
government investment assesses the return per government resource used in creating

and implementing the policy (Coglianese, 2012).

Kaplan’s (1992) Balanced Score Card (BSC) approach to assessment of organization
outcomes has proved a mainstay of organizational performance assessment. The tool
focuses on four central facets — financial perspective, internal business perspective,
customer perspective, and innovation and learning perspective. The financial
indicators provide information for investors and provide insights on the respective
company’s financial bottom line. Areas of focus thus include cash flow, sales growth,
market share and Return on Investment (ROI). Internal measures focus on the
objectives of the organization and the areas deemed pivotal to overall performance.
These include such metrics as turn-over and employee attrition rates. Customer-
focused metrics provide insights on the business from the perspective of the customer.
Metrics under this categorization include such factors as on-time delivery, shar of key
accounts’ purchases, and ranking by key accounts (Kaplan & Norton, 1992). Finally,
innovation and learning metrics center on assessment of initiatives that are anticipated
to create additional or future value for the business. Metrics under this category include
such indicators as newly launched products and value-add to consumers (Kaplan,
1992).

In viewing Kaplan’s (1992) aforementioned constructs of focus in light of Richard’s
(2009) observations, the measures focus on different stakeholders, account for offering
contexts and circumstances, and include a timebound aspect in that they are iterative
and not one-off measures of the firm’s performance. The current study focuses on

Kaplan’s (1992) seminal BSC approach to performance measurement. Boulianne



(2006), despite suggesting augmentations to the BSC opines that the tool remains valid
and relevant in assessing business performance. The assessment will focus on
influence of the regulation across all four aspects of performance — financial
perspective, internal business perspective, customer perspective, and innovation and
learning perspective, to capture a wide range of outcomes given that the industry
features multiple stakeholders.

1.1.3 Freight Forwarding Industry in Kenya

The main players in the cargo industry include shippers, forwarders, port authorities,
railway authorities and the public (Hanaoka, Sota, Kawasaki & Thompson, 2019).
Ports facilitate 90% of Kenya’s trade; as of 2014, ports recorded a throughput of
1,012,002 Twenty-foot equivalent units and 24.87 million tons of cargo. Road
transport facilitates 95% of freight forwarding into the country with the railroad and
air transportation, prior to construction of the standard gauge railway, accounting for
a measly 5% (Ikuthu & Kipkorir, 2017).

Cargo, in keeping with the Port - Hinterland logistics regionalization theory
(Notteboom & Rodrigue, 2005), cargo is transported to inland ports which shift the
distribution function away from the ports thus alleviating overcrowding in the main
collection areas (Kotut & Mugambi, 2014). The three main Inland Container Depots
(ICD) located in Nairobi, Kisumu and Eldoret (Wood, 2005). Despite the efforts, road
transport remains challenged by low efficiency in the process of moving cargo to the

interior of the country.

This study sought to explore the perspective of freight forwarding companies focused
on road transportation of goods. Focus on these stakeholders is informed by their
central role in the industry in that they facilitate 95% of transportation of goods from
and to the ports. According to the Kenya Revenue Authority (2018), there are 868
licensed freight forwarding companies in Kenya; these form the population of the

study.



The main regulatory function in Kenya is played by the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works with directives issued
through gazette notices and other formal communications (Githinji & Were, 2018).
The purpose of the rules vis trackers as facilitated by freight forwarding companies, is
to curb the spread of the disease without interfering with trade as guided by the World
Health Organization (WHO) instituted Internal Health Regulations (IHR). The
outcome of business performance is thus of importance as a proxy for trade disruption.
The current study addresses regulation and its impact on trade. The impact of
regulation in the current study is assessed on account of its restrictiveness under the
constructs customs, investment, movement of people, and road transportation
(Hollweg and Wong, 2009).

1.3 Problem Statement

Despite Kenya's heavy reliance on port and road transport for its economic trade—
with ports facilitating 90% of its trade and road transport accounting for 95% of freight
forwarding into the country (lkuthu & Kipkorir, 2017)—significant regulatory
challenges persist. These regulations critically impact the performance and operational
efficiency of freight forwarding companies. Mendolian et al., (2021) emphasize that
government restrictions, especially during crises like the Covid-19 pandemic,
predominantly restrict movement and significantly affect businesses. This assertion is
supported by Deighton-Smith (2004), who advocates for transparency in governmental
operations to enhance regulatory quality and accountability, underlining the necessity

for clear and effective regulations to ensure businesses' efficacious operations.

However, existing literature primarily explores the broader impacts of regulations
without delving into the specific nuances affecting different sectors within a single
economy. Studies such as those by Kori et al., (2020) and Munywoki (2017) highlight
the variable impacts of regulatory practices within the banking sector in Kenya,
suggesting a similar variance could exist within the freight forwarding industry. This
variance indicates a critical gap in understanding the specific impacts of regulatory

practices on different sectors within the Kenyan economy.



Conceptually, there is a need to understand how logistics regulatory restrictiveness
specifically influences organizational performance, particularly in the freight
forwarding sector. Contextually, the unique operational challenges and regulatory
environments faced by freight forwarding companies in Kenya have not been
thoroughly examined. Methodologically, there is a scarcity of empirical studies
employing robust frameworks to assess the restrictiveness of various regulations on

the logistics sector.

The current study aimed to fill these gaps by employing a descriptive correlational
research design to examine the specific impacts of customs, investment, movement of
people, and road transport regulations on the performance of freight forwarding
companies in Nairobi. This approach aligns with the framework used by Hollweg and
Wong (2009) to assess the restrictiveness of regulations in the logistics service
industry. By focusing on this underexplored sector, the study seeks to provide targeted
insights that could influence policy adjustments and enhance operational efficiencies

within the industry.

1.4 Research objectives
The main objective of the current study was to establish the effect of logistics

regulatory restrictiveness on performance of freight forwarding companies in Kenya.

1.4.1 Specific research objectives
The specific objectives were as follows:
i.  To determine the effect of customs restrictiveness on the performance of
freight forwarding companies in Kenya.
ii.  To determine the effect of investment restrictiveness on the performance
of freight forwarding companies in Kenya.
iii.  To determine the effect of movement of people restrictiveness on the
performance of freight forwarding companies in Kenya
iv.  Todetermine the effect of road transport restrictiveness on the performance
of freight forwarding companies in Kenya

1.5 Research Questions

The research questions forthcoming from the objectives were as follows:



I.  What is the effect of customs restrictiveness on the performance of freight
forwarding companies in Kenya?
ii.  What is the effect of investment restrictiveness on the performance of
freight forwarding companies in Kenya?
ii.  What is the effect of movement of people restrictiveness on the
performance of freight forwarding companies in Kenya?
iv.  What is the effect of road transport restrictiveness on the performance of

freight forwarding companies in Kenya?

1.6 Scope of the Study

In the current study, four metrics deriving from Hollweg and Wong (2009) were
employed in operationalizing the independent variables of the study — customs,
investment, movement of people, and road transport (Hollweg & Wong, 2009). The
two additional constructs — maritime and aviation transport — are omitted on account
of the current study’s focus on road transportation. The assessment focused on
influence of the regulation across all four aspects of performance — financial
perspective, internal business perspective, customer perspective, and innovation and
learning perspective, to capture a wide range of outcomes given that the industry
features multiple stakeholders. The study focused on two guiding theories - The
Private Interest Theory of Regulation and the Balanced Scorecard. descriptive-cross-

sectional research design to assess the relationship between the variables of study.

The study focused on freight-forwarding companies operating in Nairobi County as
these are responsible for the 76% of cargo transported via road (Balistreri et al., 2009).
The study was quantitative focusing on structured questionnaire responses from freight
forwarders operating in Nairobi, the main destination of cargo entering the country
(Wood, 2005). The primary respondents to the study were logistic managers tasked
with orchestrating the distribution of cargo to and from clients. The total number of
respondents was computed from the population of 868 registered freight forwarders
listed by the KRA (Kenya Revenue Authority, 2018). The study was completed in June
2022.

1.7 Significance of the Study

The study findings are of significance to policy makers, industry players and scholars.

To policy makers, the study offers insights into the efficacy of government trade



regulation in light of firm performance. The manner through which regulations affect
industry players will be assessed in light of their performance outcome to allow for
consideration of the give and take between prevention of negative health outcomes and
preservation of livelihoods in the industry. Insights from the study would therefore be
useful in prescribing future approaches to the crafting of legislation relevant to the

industry.

To the industry, the study offers insights into the role that regulations play in shaping
performance; this allows for optimization of a company’s strategies so as to gain
competitive advantage. Findings will also aid in the assessment of the mode of
regulation formulation in light of stakeholder effect and engagement. Outcomes of the
study would therefore aid in informing possible future advocacy aimed at determining
the mode of interaction between industry players and regulators in the leadup to
regulation crafting and enforcement.

To scholars, the study provides insights into the context specific applicability extant
theory. As noted, for instance, by Khomba (2015), the BSC suffers contextual
limitations hence empirical evidence emanating from this study will add to the theory
by supporting or disputing this postulation of inapplicability of the BSC in the Kenyan
context. The study also paves way for consideration of regulation as a macroeconomic
factor shaping the businesses competitive environment hence allowing for assessment

of stakeholder involvement in the crafting of regulations vis their impact.

1.8 Chapter Summary

This chapter provided a background highlighting the role of freight forwarders in
facilitating road transportation and the impact of regulation on the performance of
firms. Also discussed were the various conceptualizations of regulation culminating in
a selection of an operationalization of regulation applicable to the current study’s aim
of assessing performance as observed through the BSC approach. The problem
spurring the current study and the objectives following from the problem are also
presented. A presentation of the scope covered and the significance of the study and

the parties to which findings are pertinent closes the chapter.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter provides an exposition of extant literature considering the study
objectives. The chapter is divided into six main sections — theoretical foundation,
empirical review, gaps in research, conceptual framework, operationalization of

variables and chapter summary.

2.2 Theoretical Foundation of the Study

Two main theories are considered in this study — The Private Interest Theory of
Regulation and the Balanced Scorecard. The entails and proponents of the theories,
their pertinence to the current study, and critiques, are expounded upon in two

subsequent sections.

2.2.1 The Private Interest Theory of Regulation

The Private Interest Theory emerged from the Capture Theory which served as a
bridged from the debunked Public Interest Theory (Stigler, 1971). The origination of
the theory is credited to Posner (1974) in his seminal work on the capture theory which
then evolved into the Private Interest Theory. The theory stipulates that over time,
regulations align with the interests of the broader industry thus serving the interests of
the industry rather than, primarily, those of the public (Kalt, Josepth, Zupan, Mark,
1984). The rationale behind the assertion is that regulators suffer information
asymmetry in that they are reliant on industry players for knowledge of the workings
of the industry that they seek to regulate (Posner, 1974). Their regulatory actions are
therefore hampered by this lack of information hence creating an interplay whereby
the industry can only be regulated in as much as accurate information is provided by
the regulated with inaccuracy in regulation resulting in possible unbearable costs to

the regulator and risk of litigation (Hertog, 2010). Furthermore, regulators often look
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to the regulated entities for career advancements hence a balance of play that
eventually favors the regulated in the crafting of regulations.

This theory is of pertinence to the current study as it provides a lens by which to assess
the regulatory provisions enforced in the cargo transportation industry in Kenya. The
view of the regulatory process as the result of a dyadic exchange between regulator
and regulated leads to the inference that the interest of the regulated would at least, in
part, be reflected in the crafted regulations. Moreover, the regulated, as viewed in light
of this theory, would have a clear understanding of the nature of interaction between
the regulating body and the industry players as it is this exchange that guides and
eventually shapes the regulations to the end of benefiting the overall industry. A failure
in this dyadic association would point to possible breakdown of the ideal regulatory
process that is opined, by the Private Interests Theory of Regulation, to be of benefit
to the industry.

The main criticism of the Private Interest Theory emanates from the understanding of
the cost of mobilization of private interest groups as compared to producers. Stigler
(1971) posited those producers were better suited to mobilize to the end of shaping
regulation on account of the benefit that would accrue and the relatively lower cost of
mobilization. McChesney (1987) however contends that empirical evidence shows
that private groups are equally motivated to mobilize to the end of shaping regulation
hence undercutting the premise of the theory. Secondly, government, in Stigler’s
(1971) depiction is a homogenous entity acting unilaterally; McChesney (1987)
however contends that government is constituted of multiple individuals with varying

interests and these individuals, through regulation, seek to achieve their own ends.

2.2.2 The Balanced Scorecard

Kaplan and Norton (1992), put forward the idea of the Balanced Score Card (BSC)
approach to assessment of organization outcomes. The central idea of the framework
was that organizations should be assessed on more metrics than the financial. The tool
focuses on four aspects of performance — financial perspective, internal process,
customer perspective, and learning and growth perspective. The financial indicators
focus on a company’s financial bottom line; such information is generally useful to

such stakeholders and investors and financiers. The points of focus from this
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perspective are therefore such aspects as cash flow, sales growth, market share and
Return on Investment (ROI). Internal process measures focus on the objectives of the
organization and the areas deemed pivotal to overall performance; these include such
metrics as turn-over and employee attrition rates. Customer perspective metrics
provide insights on the business from the perspective of the customer. Metrics assessed
under the customer perspective include such factors as on-time delivery, shar of key
accounts’ purchases, and ranking by key accounts (Kaplan & Norton, 1992). Finally,
learning and growth metrics center on assessment of initiatives that are anticipated to
create additional or future value for the business; metrics under this category include
such indicators as newly launched products and value-add to consumers (Kaplan,
1992).

The central premise of the Balanced Score Card (BSC) is the idea that what can be
measured can be improved upon (Kaplan, 2009). To this end, the BSC presents as not
only a tool for assessment of performance but also a strategic tool that can be used to
diagnose the condition of a business by asking such questions as “Am I doing well or
badly?” “What problems should I look at?”” and “What is the best way of achieving a
specific end?” (Kaplan, 2009). Measurements made using the BSC should not be
isolated from the performance drivers; essentially, the measurements should be aligned
to the objectives of the organization to ensure that what is measured is in keeping with
what an organization seeks to achieve (Ngrreklit, Kure and Trenca, 2018). This linkage
between performance and strategy articulated through objectives, has resulted in the

ubiquity of the BSC in assessments of business performance.

Hvenmark (2013), in a criticism of the BSC, notes its contextual limitation stating that
whereas the tool is ideal for assessing performance in a typical top-down oriented
business organization, the same is not applicable for democratized working
environments. This is because the tool does not accommodate changing organizational
orientations, and such other change processes as professionalization and centralization.
This therefore points to the need for modification of the BSC in appreciation of the
context of measurement of performance. However, despite the criticism, the BSC
presents a holistic approach to measuring organizational performance by including

both financial and non-financial measures that are vital in the assessment of the
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performance from the purview of different stakeholders of the organization (Costa &
Menichini, 2013).

The current study employs the BSC in assessment of the dependent variable of the
study — organizational performance. The approach has been chosen on the basis of the
tool proving useful in exploring the different aspects of performance that guide
organizations. Overreliance of businesses on financial metrics is debilitating in the
quest to achieve accurate measurement of organizations’ performance; financial
metrics are backward-looking, inaccurate and generally incapable of capturing the
value of current innovative propositions that have a bearing on a company’s future
performance (Kaplan and Norton, 2007). The BSC is thus used to capture the
multifaceted performance outcomes of freight forwarding firms assessed in the current

study.

2.3 Empirical Review
This section provides a discussion of findings from previous empirical studies related
to the current study. The section is divided into four main sections, each representing

a study objective.

2.3.1 Customs Restrictiveness and Organizational Performance

Hollweg and Wong (2009) define restrictiveness as the impact of regulation on the
performance of an organization. The authors posit that government restrictions through
regulation of entrance into markets, and directing of the operations of logistics service
providers, present as among the most influential factors performance of businesses in
the logistics industry (Hollweg & Kuan, 2009). In a study of 25 countries constituting
the APEC and ASEAN+6 nations, Hollweg and Kuan (2009) collected secondary data
from such documents as the WTO trade Policy Reviews among others with the aim of
the study, aside from articulating the main trade restriction barriers, being to assess the
impact of these restrictions on performance as indicated by the World Bank’s Logistic
Performance Index. Findings postulated by Hollweg & Kuan (2009) indicate six main
umbrella groupings of trade restrictions; of the six, customs restrictions were deemed
the most impactful to trade. Custom restrictions include such factors as customs

documentation, customs import licensing, customs electronic data interchange and the
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possibility of review (Hollweg & Kuan, 2009). Findings of this study are of pertinence
to the current study as they provide a validated tool of assessing the restrictiveness of
regulations as assessed under specific groupings of factors. In particular, the four
factors — customs restrictiveness, investment restrictiveness, movement of people
restrictiveness and road transport restrictiveness form the independent variables of the
study.

Restrictions imposed in ports following discovery of Covid 19 cases in different
countries were swift and hard-hitting. Alamoush, Ballini and Olger (2022), in assessing
the situation in Port of Agaba/Jordan report inter alia lockdowns, social distancing,
boarder closing, prechecks, and use of personal protective equipment as part of
customs requirements. The abrupt changes thus imparted significant impact on the
performance of firms operating in the freight forwarding industry as companies were
forced to make immediate provisions for workers while at the same time dealing with
the decline in business occasioned by the restrictions. Alamoush, Ballinin and Olger
(2022), however note that the pandemic revealed the soft underbelly of transportation
services noting that the use of smart and digital technologies would have significantly

aided in the alleviation of challenges imposed by the Covid 19 restrictions.

The Association of Southeast Asian Nations seeks to establish a single market in the
12 countries within its jurisdiction (De Souza, Goh, Gupta & Lei, 2007). A single
market, as highlighted by De Souza et al (2007) is characterized by a one-price holding
in all markets in the region. The researchers assessed performance on the basis of total
time of shipping, cost of shipping, quality of shipping, trade volume, and reliability of
shipping. The current study assesses performance on the basis of the BSC model. The
data assessed in the study was sourced from both primary and secondary sources with
the primary sources involving 189 interviews gathered across the countries of interest.
Findings put forth by De Souza et al (2007) indicated that customs procedures and
inspections were the most limiting factors to facilitation of trade in the region, hence
the factor was deemed a pivotal determinant of performance among businesses. De
Souza et al (2007) opine that the main challenges emanating from the customs
restrictions are the redundancies in procedures and the myriad documentations
required of logistics operators. The problem, as viewed by De Souza et al (2007) could
be addressed through the use of automated systems that both reduce the number of

documents required and aid in automation and tracking of procedures outlined in the
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cargo industry. In relating these findings to the current study, it is apparent, as was the
case in postulations by Hollweg & Kuon (2009), that customs requirements are a main
point of concern in the quest to expedite trade to facilitation of efficient product
movements. The current study seeks to assess the legitimacy of this claim in the
Kenyan context and in light of the peculiarities in regulations that are at play in the
local market vis the ASEAN broader market.

The pursuit of a common market and the barriers that lie therein are further explored
by Wei (2013) who explains customs performance as a function of trade frictions. Wei
(2013) noted that the phenomenon is characterized by a decrease in trade efficiency on
account of promotion of trade policies aimed at addressing market access and fair-
trade practices. The role of the government in the enactment of such rules and practices
justifies the study of policies pertaining to trade facilitation and cargo movement as
defined by the frameworks set up by the legislative and regulative bodies. Trade
restrictions thus curtail the performance of businesses. In assessing the factors result
in curtailed business performance, Wei (2013) noted that three main factors are key —
rise in protectionism, increase in illegal trade, and finally a lack of comprehensive
trade restrictions to aid in policy creation.

The need for collection of statistics and general equipping of knowledge of customs
officers is further highlighted by Han and Ireland (2013) who bring to light the potency
of Informal Funds Transfers as a means by which to bypass customs regulations
particularly with regard to payment procedures. Such practice is inferred to decrease
the collection efficacy of custom firms while bolstering the financial performance of
shipping entities on account of evaded taxation. Essentially, the swiftness of the funds
transfer approach, coupled with the lack of accurate records results in an evading of
compliance requirements hence prompting custom officers to lose out of revenue
collection. This concern is of particular interest in African countries given that up to
50% of nations in the continent rely on taxation as the main source of government
funding (Wei, 2013). Effective crafting and enforcing of government policies would
thus go a long way toward ensuring not only facilitation of trade but also accruing

collection of much needed government funding amounts.
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Omosa (2020) in light of the use of technological solutions in regulation enforcement
focus on implications of trade friction and market information on customs regulation
enforcement. Omoso (2020) explained variations in Kenya’s customs revenue
collection as a function of scanner technology, cargo tracking systems, and integrated
custom management system use. The general objective of the study featuring 227
respondents, was to assess the impact of automation on customs revenue performance.
This goal is in keeping with Wei’s (2013) observation that the role of customs officers
in implementing and tracking adherence to policies is intertwined with revenue
collection hence firm performance. Findings from the study indicate that all three
measures - scanner technology, cargo tracking systems, and integrated custom
management system use - are positively associated with increased revenue through
enhanced adherence to customs regulations. This link between automation of
adherence is however not considered in light of the restrictiveness of the regulations
to cargo transportation and general logistics management practices. The current study
therefore seeks to go a level deeper in assessing the impact of the policies to the firms

that are relied upon as revenue sources to fund government activities.

The East African Community (EAC) Customs Union was set up to effect uniform
competition policies and laws, standardize customs procedures and ensure that
external tariffs imposed on goods are not restrictive of trade among third world nations
and particularly so those operating within the same regions (Ndungu, 2013). Ngungu
(2013), in employing a descriptive research design in assessing the performance
outcomes of 14 oil companies operating in Kenya following the effecting of the
customs standardization policies notes that the Custom’s Management Act has, to a
great extent, improved the performance of firms in the Kenya and neighboring
countries. Efficiency of customs procedures, achieved through standardization of
practices and automation of procedures, may thus be inferred to be of significant
impact on the performance of firms. The current study seeks to address the current
state of customs restrictions in light of the performance of firms involved in the freight

forwarding business in Kenya. Posterity
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2.3.2 Investment Restrictiveness and Organizational Performance

Kalinova, Palerm and Thomsen (2010) provide a summation of the restrictiveness
scores of OECD countries based on a new ranking system. The novel system focuses
on four metrics — foreign equity restrictions, screening and prior approval
requirements, rules for key personnel and finally general restrictions on the operations
of foreign enterprises. The purpose of the index ratings is to provide an indication of
the openness or lack thereof of the respective economy to foreign investors. An
assessment of restrictiveness is deemed indicative of organizational performance with
an inverse relationship observed between the two variables — restrictiveness and
business performance (Kalinova, Palerm & Thomsen, 2010). The recent iteration of
the scale allows for the ranking of G20 nations as well as the typical OECD countries.
Findings indicate a wide disparity in scores with the main factor behind this variation
being the regulations that are in play. China records a ranking of number one with an
index score of 0.457 while Luxemburg, the lowest rater with respect to restrictiveness,
scoring 0.004. Essentially, the index ratings are in keeping with the socio-political
climate of the respective countries in that whereas China employs a politically
restrictive model regarding business, Luxemburg, on the other extreme exercises an
open policy aimed at attracting foreign investors in an integrative political society.
Businesses, particularly foreign owned, operating in Luxemburg are likely to incur

lower compliance costs hence resulting in better overall performance.

Borchert, Gootiiz, and Mattoo (2014) in an assessment of the role of investment
restrictions as barriers to trade opine that most studies conducted on the topic focus on
ratification of treaties and their implications on trade. This macro-view of regulation
however neglects and more far-reaching hinderance to trade — the role of intra-country
factors affecting the investment ranking of countries hence the performance outcomes
of individual companies operating in different industries. Borchert et al (2014) derive
their findings from data collected on 103 countries operating in regional trading blocs
including 79 OECD countries. Findings reveal counterintuitive inferences — although
among the fastest growing Asian and oil-rich Gulf states present as having more
restrictive investment polices than their less developed counterparts. Moreover, the
investment restrictiveness of transport sectors and professional sectors was more

pronounced, across the dataset, than that evidenced in such sectors as retail,
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telecommunications, and even finance. These findings, in light of the current study,
point to a nuanced impact of regulation within countries. This nuance requires an
articulation of sector-specific factors that are impactful on the performance of firms
within a particular jurisdiction. Such inferences are of particular importance in
assessing the manner through which sector-specific policies should be crafted and
implemented in light of their impact on the restrictiveness of doing business in a

particular jurisdiction.

Sharer (2001) in an assessment of the investment climate of Africa, assessed by region,
notes that had the continent maintained its trajectory in exportation starting from the
1980s, the export value, as of the year 2000 would have been USD 92 billion more
than currently is. The loss is however overshadowing of the progress that have been
achieved over the years. This market improvement however is not sufficient in
allowing countries in the region to spur into economic growth at the same pace as their
counterparts. To achieve further growth, Sharer (2001) proposes consideration of
policies that emphasize not only regional integration but more importantly stable,
outward-looking, market-oriented incentivization environments. In assessing this
postulation in light of the current study, it is apparent that regulations at play in the
freight forwarding should not only look at the interests of internal stakeholders but
should venture into consideration of the broader international markets. Such an
approach would result in the consideration of global partnerships that would enhance
the efficiency of freight forwarding in the country. This approach is however to be
considered in light of the investment capabilities of major freight forwarding
companies as a wide disparity in investment capability would result in market
dominance as smaller firms with lower fund bases would be outcompeted by their

larger counterparts.

Akinboade and Kinfack (2012) in a descriptive study featuring 575 enterprises in
Cameroon’s Central and Littoral regions sought to discuss the relationship between
regulation, awareness, compliance and performance among Small and Medium-sized
companies. Findings from the study indicate that regulations are generally viewed as
restrictive and as a consequence, impeding to businesses looking to expand their reach
within the respective regions. More particular to investment restrictiveness, Akinboade

and Kinfack (2012) note that the manner of implementation of regulations is
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inconsistent hence investing entities are unable to anticipate the true cost of
compliance. Moreover, incidences of corruption in the bid to certify entities are
rampant thereby creating environments of unpredictable business operations. The
uncertainty of the business environment deters investors from allocating capital to
various projects hence preventing growth and overall financial performance of firms.
The interrelationship between the restrictiveness of investment regulations and its
impact on the financial performance of firms in light of the entails and enforcement of

regulations is explored in the current study.

Ibn-Mohammed et al (2021) however highlight that the restrictions associated with
Covid 19 impact on investment predominantly on account of low business. Regulatory
restrictions, though at play, would only serve to exacerbate the situation already
resulting from a lack propensity for trade. The shock of the pandemic forced
individuals to consider low-spending options that thus resulted in in decreased
business meriting transportation of cargo. Ibn-Mohammad et al (2021) point to the use
of airfreight for the transportation of N95 masks on account of the low transportation
bookings recorded by airlines. It is therefore necessary that the current study account
for the fact that decline in performance during the restriction period, though in part
owing to regulation, would have been unavoidable on account of changes in the

transactions within economies.

Mang'unyi (2011) opines that the general thrust of regulations in Kenya is such that
foreign investors face little barriers to their quest to invest in local projects. This ease
of foreign investment is exemplified in the participation of international financial
institutions in the banking industry. Mang’unyi (2011) employs a descriptive research
design to assess the relationship between foreign investment and firm performance as
indicated by the financial performance of banks. Findings indicates no significant
difference in performance by ownership. The finding therefore suggests that the
investment environment enabling foreign investors to participate in local industries
requires no extra expenditure in way of compliance; an expenditure that would have
possibly reflected in sub-par performance of foreign owned banks operating in the

same business environment as locally owned ones.

20



2.3.3 Movement of People Restrictiveness and Organizational Performance

Hollweg and Kuan (2009) conceptualize the construct ‘movement of people’ as
entailing four main aspects - Licensing requirements on management, Movement of
people — Permanent, Movement of people — Temporary, Local employment
requirements and difficulty in firing. The characteristics espoused by Hollweg and
Kuan (2009) derive from earlier works by De Souza et al (2007) and are supported by
publications issued by the World Bank on factors that impede trade across borders.
The outcome of these restrictions vis performance of the host nation economies is
therefore a decline in overall productivity. The prevention of managers and staff
operating foreign freight transportation countries from staying in countries for
extended periods results in a hampering of efficient transfer of goods and services
(Hollweg & Kuan, 2009). This is because such experts are unable to leverage their
expertise in implementing strategies that have proven successful in other similar
contexts. This impeding of strategic efficiency thus impacts negatively on the internal
process performance dimension of the organization (Kaplan and Norton, 1992). In
relating this finding to the current study, it is apparent that the consideration of polices
to be applied in trade should be done with a keen focus on their ability to bolster trade
and particularly, for the sake of the current study, the ability of regulations to enhance

the performance of firms engaging freight forwarding activities.

An understanding of the differences in service industry restrictions impeding trade has
been hampered by the peculiarity of laws and regulations across boarders (Nordas &
Rouzet, 2017). Nordas and Rouzet, (2017) apply the index in assessing 22 sectors
across 42 OECD countries with the intention of articulating the determinant factors
hindering the expediting of trade across boarders. Among the industries under
assessment were the telecommunications industry, the finance and the transport
industry. Findings from the study indicate that most of the restrictions are on
movement of people, establishment of commercial presence, cost-raising regulations,
and lack of antitrust regulations. According to Hollweg and Kuan (2009) the
movement of people is also an essential aspect to consider in the freight forwarding
companies, particularly when considering experts that are charged with the role of
facilitating movement of products in the target region. Moreover, Norton and Kaplan’s
(1992) idea of organizational learning and growth is further impeded by cross-

pollination achieved through interaction of employees with different background in
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the workplace; restrictions of the movement of people prevent the gaining of different
perspective that are key to innovation in organizations. The hinderance of expatriates
from setting up shop in a country on account of regulations deterring stay would result
in an inability of managers to effectively transfer their know-how to local employees.
Such a situation would prove an impediment to firms which in turn would result in the

loss of productivity.

Using survey data collected from 195 freight forwarding operators domiciled in Rome
Stathopoulos, Valeri & Marccusio (2012) establish that the complexity of urban freight
distribution, that is commonplace across main cities in Europe, can be attributed the
multiplicity of stakeholders involved in the industry and their interplay in light of
existing laws and regulations. The main stakeholders identified in the freight
forwarding industry are customers, local governments, logistics firms, inhabitants and
retailers. The authors point to such issues as congestion, time-window regulations, on-
street boarding and unloading, parking and environmental emissions as prominent
challenges that the various stakeholders must not only navigate but also collaborate in
addressing effectively their concerns in a wholistic manner. Viewing these issues in
light of Norton and Kaplan’s (1992) performance perspectives as highlighted in the
BSC, indicates that all four performance perspectives are affected by regulation.
Survey findings reveal that policies that result in the least cost to multiple stakeholders
were generally preferred and that innovation, particularly among retailers, was
preferred if it resulted in no additional charges. In relating these findings to the
restrictiveness of movement of people as addressed in the current study, it is apparent
that any policies put in place should first and foremost consider the multiple
perspective of stakeholders in the industry. Moreover, they should be crafted in such
a manner to ensure that regulations attract the least costs in facilitating movement of
people, and in the case of the current study, effectively, the movement of goods

transported by freight forwarders.

Indonesia lags behind in measures assessing the openness of economies to trade in the
ASEAN region (Findlay & Pangestu, 2016). The country’s service industry compares
unfavorably to its neighboring counterparts. Findlay and Pangestu (2016) opine that
the shortfalls resulting in the unfavorable ratings derive from the restrictiveness of

polices put forward by the government. To remedy the situation, the authors propose
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increasing transparency and policy information, capturing opportunities international
commitments, and exploiting technological and urbanization opportunities. These
proposed interventions are informed that Indonesia’s remittances from foreign
employees amount to USD 6.7 billon, a figure only slightly lower than that accrued
through exportation of goods. Moreover, Findlay and Pangestu (2016) note that
restrictions on movement of people are most evident in the medical services hence
limiting the liberalization of the industry which in turn would result in marked
socioeconomic development. In assessing these findings in light of the current study,
it appears evident that restricting the movement of individuals curtails trade forcing
individuals to seek favorable economic opportunities elsewhere. This aspect will be
assessed in the current study by relating firms’ performance with restriction of
movement in the freight forwarding industry. This objective is of particular importance
given recent government interventions in the bid to contain Covid 19 infections

through limiting movement across borders and counties.

The percentage of countries/regions with explicit regulations targeting transport
system public health threats prior to Covid 19 shows a lack of appreciation of the
likelihood of incidence and threat posed by such occurrences. Less that 15% of
countries/regions had regulations specific to expressways, maritime systems, logistics
facilities and other non-mainstream forms of transport (Zhang, Hayashi & Frank,
2021). Specifically focusing on logistics and freight forwarding, only 9.9% of the 15%
had such protocols in place. Additionally, freight transport and maritime contingency
plans were only available to 4.2% of cities of the world (Zhang, Hayashi & Frank,
2021). This finding therefore underlines the fact that restrictions put in place during
the pandemic period were likely particularly overbearing on account of governments
seeking to error on the right side of caution given the lack of pre-installed coping and
mitigation policies.

Su, Anwar & Zhou. (2019) note that service trade restrictiveness impacts significantly
on manufacturing export sophistication and in turn the general economic performance
of countries. The researchers base their findings from data collected from 36 countries
for the period 2005 to 2014. The researchers employ a correlation approach in
assessing the relationship between constructs of study; of interest to the current study
was the relationship between Service Trade Restrictiveness Database and performance

of companies. Specifically, findings indicated that restrictions on movement of
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persons were negatively and significantly to manufacturing export restrictions, and in
turn, the economic performance of the countries under assessment. This finding, in
relation to the current study, therefore, suggest that the perception of restrictiveness of
movement of persons in the Kenyan context, should show significant relationship with

the performance of firms as assessed using the BSC model.

The East African Community Market Protocol has seven provisions of which five
relate to movement — of goods, persons, labor, service, and capital. Two of the
provisions address the right of establishment and right of residence (Mbithi &
Chekwoti, 2015). Additional regulations on service rendering further provide for the
free movement of persons and labour in their quest to render or facilitate service
(Mbithi & Chekwoti, 2015). The study focuses on the performance of businesses in
Burundi, Kenya, Rwanda, Tanzania and Uganda, with performance assessed as a
function of restrictiveness of regulations in place within the jurisdictions. Findings
indicate that although the provisions are in place, the situation on the ground is such
that barriers to trade, including movement of both goods and persons remain high on
account of the protectionist local regulations. The EAC therefor ranks relatively high
in restrictiveness ratings index, a postulation that holds with assessment of
restrictiveness conducted in light of the General Agreement of Trade in Service
(GATS) restrictiveness index. The researchers therefore point to a negative
relationship between restrictiveness and performance of firms with performance
assessed on the basis of financial outcome. The current study seeks to delve deeper
into the effect of movement regulation by focusing on the influence of the aspect of
regulation in relation to the BSC performance of firms operating in Kenya’s freight

forwarding industry.

2.3.1 Road Transport Restrictiveness and Organizational Performance

Road transport restrictiveness, as opined by Hollweg and Wong (2009), refers to the
characteristics, of a specific means of transportation, that deem it impeding to the
movement of people and goods. Ansah, Obiri-Yeboah and Akipelu (2020) conduct an
assessment of the potential impact of setting up an inland port to ease congestion in
the Tema and Takoradi ports with items transported, via road, to the specific ports

before distribution to final recipients. The authors highlight that transportation costs
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associated with freight forwarding the country amount to up to 30% of the total cost
of goods and services. The high expenditure, therefore, indicates that the financial
performance of freight forwarding companies is greatly impacted by the inefficiency
of road transportation. This high cost presents an opportunity for the consideration of
regulation that would ease the restrictiveness of the transport approach in the region.
Essentially, the regulation would target the setting out of the new ports to ease waiting
and logistical charges associated with collection of goods and their subsequent inland
transportation. Additional augmentative factors to the industry include the increase in
skill and experience associated with inland ports, the use of management information
systems, and the setting up of programs and policies that over and above the
infrastructure provisions would ease the process involved in freight forwarding from
the main ports. This study therefore provides a context whereby the consideration of
policy interventions, to the end of restructuring approaches and setting up entities,
would be leveraged in the bid to improve the efficiency of freight forwarding hence

the performance of firms involved in the industry.

Restrictions resulting from Covid 19 regulations generally had an immediate impact
on the cargo transportation industry. As noted by Vo and Tran (2021), transport and
travel costs account for up to 33% of trade costs hence increases in the proportion of
sales accounting for sheer transportation serve to significantly limit the productivity of
firm. Countries with blocked borders and travel restrictions accounted for a significant
portion of nations affected by the pandemic (up to 20%) and this resulted in sharp rises
in cargo transportation costs; these rose to up to 50% in the Asia-Pacific region. AS
reported by the International Federation of Freight Forwarders Association, changes
imposed on crew with regard to health checks resulted in up to 60% increases in freight
charges. This therefore indicates, in relation to the current study, that restrictions on
particularly relating to health checks of transport agents had a significant impact on

the performance of freight forwarding companies.

The impetus for transport regulation, among other factors, derives from the need to
limit pollution and preserve the environment (Oberhofer & First, 2013). Oberhofer
and Furst (2013) in appreciation of this fact assess the impact of sustainable
development and environmental policy in the Australian road freight transport sector.

The study features 259 respondents of which 70% competed the public survey.
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Findings indicate that although the attitude of company managers did impact on
tendency to adhere to environmentally inclined transport regulations, firm size and
sector affiliations were more influential to outcome. Firm environmental performance
was measured as a function of scores in five distinct categories — corporate
management practices, transport practices, pollution reduction practices, employee
resource protection practices, and corporate resource protection practices. The authors
suggest policy interventions that would aim to mandate adherence to transport
regulation as it appears apparent that leaving firms to their own means may not
necessarily in a change in behavior. Additionally, the authors point to the need for
public pressure to further push organizations towards the crafting and implementation
of internal procedures that ensure preservation of the environment. These findings are
of pertinence to the current study as they indicate that the link between regulation and
firm performance is mediated by such factors as the attitude of managers, public

pressure, firm size and industry of the firms in question.

In keeping with findings on trade restrictiveness in Indonesia, Kuncoro, Sudrajat,
Saroso and Syahchari (2021) note that dwelling time in ports prior to freight
forwarding of goods presents as a major challenge to good transportation efficiency in
the country. As a remedy to the challenge, the authors propose, as was the case with
Ansah, Obiri-Yeboah and Akipelu (2020), the setting up of policies that support the
use of dry ports. The role of the government, as construed by Kuncoro et al (2021)
would be that of strengthening the role of dry ports by channeling goods and services
through the ports as a matter of policy. This additional traffic availed to the ports would
result in additional revenue to the dry port firms. This postulation was tested using data
from 55 dry port owners with findings revealing that indeed, government interventions
in the logistics involved in freight forwarding had a positive effect on the outcome of
improve performance among dry port firms. This study did not however consider the
contribution of these regulations in addressing the performance of small firms
operating in the freight forwarding business. The current study seeks to assess the
distribution of gains by considering the performance of regulations not only on the
central dry ports but to the broader smaller players of the industry. This need is further
emphasized by the view that freight forwarding involves many stakeholders and these
should be considered in not only the crafting but also the implementation of polices

aimed at the industry (Stathopoulos et al., 2012).
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Shiferaw, Soderbom, Siba and Alemu (2012) highlight that during the period 1997-
2009, the Ethiopian government, through investment in road transportation, improved
road density per 1000 kilometers by up to 70%. The researchers, using data sought
from Geography Information Software and financial performance metric from firms,
indicate that the initiative productivity gains for firms. The researchers employed a
pairwise correlation approach in inferring the nature of relationship between labor
productivity and road networks. Findings from the correlation analysis showed that the
total distance that employees could travel on account of the improvement of road
networks resulted in overall improvement in their productivity hence bolstering the
performance of the firms. The current study assesses road restrictiveness with hours of
operation as a sub-variable to the main construct road transport restrictiveness.
Findings from Shiferaw et al (2012) therefore point to a positive link between road
network spread and firm productivity with the relationship mediated by the increase in
employee work hours; this relationship between road restrictiveness and firm
performance is explored in the current study as pertains to firm performance among
freight forwarding companies.

2.4 Summary of Research Gaps

The foregoing section has focused on extant literature pertaining to the study. Table

2.1 provides a summary of main gaps to be addressed in the current study.
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Table 2.1 Summary of knowledge gaps
Source: Researcher (2024)

Study Focus of Study Finding Research Gap Focus of current study

Kalt, Josepth, Pirvate Interst Theory of | The theory stipulates that Theoretical gap An assessment of alignment of regulations with
Zupan, Mark Regulation over time, regulations align industry interests hence seeking to confirm or
(1984) with the interests of the contend validity of the theory in the Kenyan
Posner (1974) broader industry thus serving context in as far the freight forwarding industry is

the interests of the industry
rather than, primarily, those
of the public

considered.

Lai et al (2013)

Shipping design for
compliance and the
performance
contingencies for shipping
firms

Although crafting firm
policies that align with
regulations may be construed
to result in improvements in
service performance, the
same is not necessarily true
of economic performance.

Incongruence
between
regulation
intention and
performance
outcomes

Alignment between regulation and the
performance interest of organizations.

Hollweg and
Wong (2009)

Measuring regulatory
restrictions in logistics
services

The restrictiveness of
regulations applied in the
logistics service industry as a
function of the constructs —
customs, investment,
movement of people, and
road transport.

Operationalization
of the dependent
variable hence
and contextual
difference.
(Conceptual &
Methodological

gap)

The current study assesses how restrictive the
regulations applicable to the freight forwarding
business are in light of organizational
performance. Performance is assessed not only on
the financial aspects but as stipulated by the BSC
for a wholesome assessment as viewed by
different stakeholders.

De Souza et al
(2007)

An investigation into the
measures affecting the
integration of ASEAN’s

Customs requirements are a
main point of concern in the
quest to expedite trade to

Contextual gap
and focus specific
impact of

The general restrictiveness of custom’s
requirements to the organizational performance of
freight forwarding companies are assessed in the
Kenyan context with the relative contribution of
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priority sectors (Phase 2):

the case of logistics

facilitation of efficient
product movements

independent
factor.

customs restrictiveness assessed alongside other
restrictive factors of regulation.

Kalinova, Palerm
and Thomsen
(2010)

OECD's FDI
restrictiveness index:
2010 update

The role of intra-country
factors affecting the
investment ranking of
countries hence the
performance outcomes of
individual companies
operating in different
industries

Contextual gap
and dearth in
sector-specific
findings.

An assessment of the relative impact of different
restrictive factors that are specific to Kenya on
account of the peculiarities of legislation and
regulations in Kenya.

Shiferaw et al
(2021)

Relationship between
road restrictiveness and
firm performance

Road pervasiveness impacts
on performance as a function
of employee work hours

Contextual gap —
Consistency of
findings in the
region

To assess whether the impact of road
restrictiveness is also apparent in Kenya given the
difference in road networks between the two
countries.

Kuncoro et al
(2021)

Regulation impact on
performance

Regulations impact on firm
performance of large firms

Contextual gap —
focus on different
firm sizes

To assess whether the impact of regulation on
performance is sector-wide.
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2.5 Conceptual framework

This section provides a diagrammatic representation of the interrelation of variables

considered in the study. Each arrow relationship depicted in the diagram represents a

specific study objective.

Independent variables

Logistics regulatory restrictiveness

e Customs Restrictiveness
»  Customs documents
»  Customs signatures
» Import licensing
» Local language

e Investment Restrictiveness

Licensing
Discriminatory licensing
Factors affecting
investment

VVVY

Foreign equity participation

e Movement of people

restrictiveness

» Licensing requirements on
management

» Movement of people —
Permanent

» Movement of people —
Temporary

» Local employment
requirements

e Road transport

restrictiveness
» Equipment usage
» Hours of operation

Figure 2.1 Conceptual Framework

Source: Researcher (2024)
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The independent variable, logistics regulatory restrictiveness, encapsulates the sub-
variables customs restrictiveness, investment restrictiveness, movement of people
restrictiveness, and road transport restrictiveness. These, as shown in the foregoing
literature review, are opined to have an independent impact on organizational
performance. The hypothesis adopted for the study is that government regulations have
a restrictive impact on the performance of companies; this claim is investigated with
respect to logistics regulations and their impact on performance of freight forwarding
companies as assessed through the balanced scorecard approach.

2.6 Operationalization of variables
This section details the variables under assessment, sub-variables, measurement and
sourcing. The five constructs considered in the foregoing sections are highlighted

herein in table 2.2.
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Table 2.2 Operationalization of Study Variables

Variable Variable Concept Construct Operational definition Measurement scale Source(s)
Type Applied
Dependent | Organizational | Balanced * Financial Performance information for Likert Scale (1 strongly disagree; | (Kaplan,
Performance Scorecard perspective investors and provide insights on the | 2 — disagree; 3 — Neutral; 4 — 1992)
respective company’s financial agree; 5 — Strongly agree)
bottom line
* Internal Performance assessed on the basis of | Likert Scale (1 strongly disagree;
business objectives of the organization 2 —disagree; 3 — Neutral; 4 —
perspective agree; 5 — Strongly agree)
* Customer Measurement of the customer- Likert Scale (1 strongly disagree;
perspective centered performance of an 2 — disagree; 3 — Neutral; 4 —
organization agree; 5 — Strongly agree)
* Innovation Metrics centred on assessment of Likert Scale (1 strongly disagree;
and learning initiatives that are anticipated to 2 — disagree; 3 — Neutral; 4 —
perspective create additional or future value for agree; 5 — Strongly agree)
the business
Independent | Customs The impact of *Customs Restrictiveness of documentation Likert Scale (1 strongly disagree; | (Hollweg
Variable Restrictiveness | regulation on the | documents requirements. 2 — disagree; 3 — Neutral; 4 — & Wong,
performance of agree; 5 — Strongly agree) 2009)
an organization — - - -
(H ollgveg and *Customs Restrictiveness of signage Likert Scale (1 strongly disagree;
Wong, 2009) signatures requirements. 2 — disagree; 3 — Neutral; 4 —
' agree; 5 — Strongly agree)
*Import Restrictiveness of licensing Likert Scale (1 strongly disagree;
licensing requirements. 2 —disagree; 3 — Neutral; 4 —

agree; 5 — Strongly agree)
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*Local Restrictiveness resulting from the use | Likert Scale (1 strongly disagree;
language of a preferred language 2 — disagree; 3 — Neutral; 4 —
agree; 5 — Strongly agree)
Investment The impact of *Foreign Maximum foreign equity Likert Scale (1 strongly disagree; | (Hellweg
Restrictiveness | regulation on the | equity participation permitted in a domestic | 2 — disagree; 3 — Neutral; 4 — & Wong,
investment participation | firm agree; 5 — Strongly agree) 2009)
erformance of - - - - -
zn organization Licensing Licensing requirements for the Likert Scale (1 strongly disagree;
(Hollweg and provision of transportation services. | 2 — disagree; 3 — Neutral; 4 —
Wong, 2009) agree; 5 — Strongly agree)
*Discriminato | Disparity in approval for provision of | Likert Scale (1 strongly disagree;
ry licensing transportation services. 2 — disagree; 3 — Neutral; 4 —
agree; 5 — Strongly agree)
*Factors Takeovers, performance Likert Scale (1 strongly disagree;
affecting requirements, economic needs tests, | 2 — disagree; 3 — Neutral; 4 —
investment and government screening of agree; 5 — Strongly agree)
investors
Movement of | The impact of Licensing Restrictiveness of licensing Likert Scale (1 strongly disagree; | (Hollweg
peop_le_ regulation on the | requirements | requirements specific to managers. 2 — disagree; 3 — Neutral; 4 — & Wong,
restrictiveness | movement of on agree; 5 — Strongly agree) 2009)

people affiliated
to organization
operating in a
particular
jurisdiction
(Hollweg and
Wong, 2009)

management

*Movement of
people —
Permanent

Restrictiveness of permanent
residency approval

Likert Scale (1 strongly disagree;
2 —disagree; 3 — Neutral; 4 —
agree; 5 — Strongly agree)

*Movement of

Restrictiveness of temporary

Likert Scale (1 strongly disagree;

people — residency approval 2 — disagree; 3 — Neutral; 4 —
Temporary agree; 5 — Strongly agree)

*Local Restrictiveness of local employment | Likert Scale (1 strongly disagree;
employment | requirements 2 — disagree; 3 — Neutral; 4 —

requirements

agree; 5 — Strongly agree)
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Road transport
restrictiveness

The
characteristics,
of a specific
means of
transportation,
that deem it
impeding to the
movement of
people and
goods (Hollweg
and Wong, 2009)

*Equipment Level of restrictiveness of equipment | Likert Scale (1 strongly disagree;
usage usage, rental of vehicles or fleet size | 2 — disagree; 3 — Neutral; 4 —
agree; 5 — Strongly agree)
*Hours of Restrictiveness of stipulated hours of | Likert Scale (1 strongly disagree;
operation operation 2 —disagree; 3 — Neutral; 4 —

agree; 5 — Strongly agree)

(Hollweg
& Wong,
2009)

Source: Researcher (2024)
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2.7 Chapter Summary

The foregoing chapter has provided a description of the theories that underpin the
current study and the extant literature in support of the constructs under consideration.
The study further detailed the gaps inspiring the research, the conceptualization of
relationships between the constructs of the study and the operationalization of

variables considered.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter addressed the methodology utilized in addressing research objectives.
The sections covered include the research philosophy, research design, population of
study, sampling design, data collection, analysis and presentation, and finally, research

quality.

3.2 Research philosophy

Cooper and Schindler (2006) defined positivist research philosophy as the pursuit of
knowledge through ensuring researcher independence from the constructs under study,
stability and definability of constructs, causality in relating the constructs, and
deducibility of inferences from established principles of the constructs. The approach
differs from the interpretivist approach in that whereas interpretivism argues for the
social construction of knowledge, positivism considers the pursuit of knowledge as
one involving independent observations of constructs and the isolation of the

constructs and the researcher (Cooper & Schindler, 2006).

The positivist approach was deemed valid for the current study as the variables derive
from extant literature and are assessed for validity and reliability prior to their
consideration in addressing the study objectives. The researcher, in keeping with
Cooper and Schindler (2006) observation of the entails of a positivist study ensured
independence from the constructs under study by showing their derivation from extant
literature and employed the use of statistical procedures — specifically regression
analyses — to draw inferences from the interrelation of the constructs under study. The
researcher’s interpretation of the interactions between the variables was thus objective

and not subject to person social construction of the outcomes of the study.

3.3 Research design

The current study utilized a descriptive-cross-sectional research design to obtain
information that describes the variables as present in the population of study. A
descriptive research design seeks to obtain information that describes existing

phenomena associated with a subject population. It ascertains and describes the
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characteristics of the variables while enabling data collection and drawing of objective
conclusions (Cooper & Schindler, 2006). A cross-sectional study is one in which the
investigator measures outcomes and exposures in the study participants at one point in
time (Cooper & Schindler, 2006). The research was undertaken in March 2021.
According to Saunders, Lewis and Thornhill (2003), inferential analysis involves the
assessment of trends within a dataset with the aim of drawing insights on relationships
between the variables. Inferential analysis was thus performed to address the study
objectives. Descriptive statistics will prior be provided to shed light on trends and
general observations forthcoming from the data. The research design is appropriate for
the current study as the study addresses the what and when but not the how and why

of the study objectives.

3.4 Population of the Study

Saunders, Lewis and Thornhill (2003) defined a population as a complete set of
individuals or objects with common observable characteristics that the researcher
wants to generalize the results of the study to. According to the Kenya Revenue
Authority (2018), there are 868 licensed freight forwarding companies in Kenya; these
formed the population of the current study. The companies were chosen on account
of their primary involvement in the movement of goods from ports to inland clients
hence serving as appropriate response targets to assess the restrictiveness of
regulations put in place during the Covid 19 restrictions period. Additionally, the study
population was sourced from the most recently updated version of licenses providers
hence providing a homogenous population, on account of licensing, to which the study

findings are generalizable.

3.5 Sampling Design

The unit of study was therefore all the 868 licensed freight forwarding companies in
Kenya (KRA, 2018) and this were represented by any persons occupying a managerial
position in the organization. The specific managers considered were those that are
directly involved in the logistics operations of the company in as far as these relate to
road transportation. These were therefore mangers that are within the logistics dockets
of the respective organizations and are privy to the performance metrics of the
organization. Each organization was represented by a single manager. The selection of

a manager as the primary respondent is informed their being privy to relevant
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knowledge of interest for the study. The selection of the specific managers was thus
purposive sampling as the approach was non-probabilistic and the researcher relied on
their own judgment when choosing members of the population to participate in their
surveys (Saunders, Lewis & Thornhill, 2003).

Cooper and Schindler (2003) noted that the sampling frame consists of all population
units from which the sample will be selected. The freight forwarders constituting the
population of the study were therefore the frame to which the findings will be
generalized. The sample size was computed using Cochran’s formula as indicated

below:

Sample size formula:

z"2xp(1—-p)/ (1 + ((z"2 *p(1 =p)/e*2N))
Where:
N = size of population (868)

p = population reliability (or frequency estimated for a sample of size n), where p is

0.5 which is taken for all population

e = margin of error considered as 5% for 95% confidence level

z = value for the selected alpha level (at 0.05 level of significance), Z is 1.96
272 * p(1 — p)= 384.1568

1+ (22 «E522) = 1.442580645
N

e?

384.16/ 1.442581 = 266.3005 hence 267 respondents.

The sample size was therefore 267 respondents. A simple random sampling approach
was applied in selection of a company that will participate in the research. Each
company, from the 868, was assigned a random number using a random number
function of a spreadsheet. The first ranked 267 companies were then selected and

constituted the study sample.
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3.6 Data Collection

Data were collected through a closed-ended structured questionnaire. The
questionnaire will be divided into five main sections with each addressing a study
objective. Section A queried for the respondents’ profile and engagement with the
company. Sections B through E assessed the impact of custom restrictiveness,
investment restrictiveness, movement of people restrictiveness, and finally, road
transport restrictiveness. The final section, F, assessed the organizational performance

of firms.

The use of questionnaires is advocated for by Cooper and Schindler (2003) who notes
that the tool is effective in gaining insights from a diverse population of study. The
questionnaires were distributed through an online tool, specifically, google forms to
ensure wide reach and to address possible response hesitancy on account of the threat
of spread of Covid 19. Well-trained research assistants were also included in data
collection to ensure higher response rate through effective follow up with the
respondents. Follow up emails were sent out to non-responding respondents with
subsequent calls encouraging the targeted individuals to respond to the study
questionnaire. The contact information for the firms was collected from the KRA

publicly availed contact list.

3.7 Data Analysis

The data was collected through a central online repository — Google docs. It was
subsequently assessed for completeness. The primary data analysis tool used was
Statistical Package for the Social Sciences (SPSS) version 23. Data was analyzed using
both descriptive and inferential statistics. A descriptive research design sought to
obtain information that describes existing phenomena associated with a subject
population. It ascertains and describes the characteristics of the variables while
enabling data collection and drawing of objective conclusions (Cooper & Schindler,
2006). Mean and standard deviations were computed in describing the data.
Inferential statistics entail regression analysis of the independent and dependent
variable to establish the relationship between the dependent and independent variables
(Cooper & Schindler, 2006). A correlation analysis was also run to assess the

association between the variables of interest.
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A regression analysis will be applied to the data, the details of which are indicated
below.

Y= 0 + f1lx1 + p2x2+ B3x3 + ¢
Where:
Y is the dependent variable — performance of freight forwarding companies
Bo is the constant.
B1, P2, B3 and P4 are the regression coefficients for the variables customs
restrictiveness, investment restrictiveness, movement of people restrictiveness, road
transport restrictiveness
X1, X2, X3, X4 are the aforementioned independent variables.

¢ 1s the error.

3.8 Diagnostic tests

A multicollinearity test assessing the relationship between the independent variables
was conducted prior to the regression analysis to ensure that none of the independent
variables are redundant on account of high correlation (Zainodin, Noraini & Yap,
2011). A test of normality assessing that the data under study spread emanates from a
non-normal distribution was also be conducted; the Shapiro-Wilk test will be used to
this end (Hanusz, Tarasinska, & Zielinski, 2016).

3.9 Research Quality

Kothari (2004) notes that research quality involves the assessment of two study aspects
— validity and reliability. Validity refers to the ability of a scale to measure that which
it is intended to measure whereas reliability speaks to the replicability of studies
through the observance of standard research practices (Kothari, 2004). The two aspects
are subsequently described in relation to the study.

3.9.1 Validity Test

A pilot study was run to assess the validity of the study questionnaire through feedback
from subject matter —an approach recommended by Kothari (2004). Respondents were
required to comment on the suitability of the questions in addressing the constructs

under study. These respondents were drawn from the study population through a
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random selection of 10 companies. The selected companies were omitted from the
final collected data. The supervisor was engaged in assessing findings from the pilot
study in order to advise on the validity of the collection exercise and to advise on other
observation to be addressed prior to the collection exercise. Findings from the pilot
test were used to amend the question list until deemed appropriate for each construct.
The scales applied in measurement of the variables of the study derive from extant
literature. Performance is measured in accordance with Kaplans (1992) balanced
scorecard whereas restrictiveness is assessed in keeping with the approach employed
by Hollweg and Wong (2009) in the logistics sector restrictiveness scale. It was
therefore anticipated that the scales, on account of their prior proven validity, would
be valid for the assessment of the constructs in the Kenyan context. This was
confirmed KMO, and Bartlett’s test indicated acceptable degree of sampling adequacy
— a Batlett’s Test of Sphericity significance value lower than 0.05 suggested that the
scales items had substantial correlation. The null hypothesis indicating that the
correlation matrix is an identity matrix was thus rejected indicating that the variables
are related and thus appropriate for further analyses. A KMO score of 0.712, being
above 0.6, indicated that the sample size was adequate for further inferential analysis
(Kothari, 2004). Table 3.1 provides a summary of findings on validity.

Table 3.1 Validity test

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 712

Bartlett's Test of Sphericity Approx. Chi-Square 91.304
df 10
Sig. .000

3.9.2 Reliability Tests

Data collected from the pilot study was utilized to compute Cronbach’s alpha score for
the various scales used in the questionnaire. Bland (1997) notes that a score of 0.7 is
considered indicative of satisfactory validity of a scale. A score of 0.7 would have
been required of each scale. The score were thus indicative of the consistency of the
scales hence their reliability in measuring the constructs under study with similar

outcome if the study were replicated in a similar context (Atkinson, Sinha, Hass,

41



Colman, Kumar, Brod & Rowland, 2004). Table 3.2 provides a summary of findings
on reliability. All scales had Cronbach’s Alpha scores higher than 0.7 thus indicating

that all were sufficiently reliable.

Table 3.2 Reliability test

Variable N Grand Mean Cronbach’s Alpha
Custom 244 2.01 0.795
Restrictiveness

Investment 244 2.55 0.831
Restrictiveness

Movement of | 244 2.48 0.763
People

Restrictiveness

Transport 244 2.72 0.828
Restrictiveness

Organizational 244 3.71 0.888
Performance

3.10 Ethical Considerations

The study involved the collection of primary data. No coercive measures were taken
to convince potential respondents to participate in the study. No personally identifying
data (names or identification) were collected and all data, where applicable, was de-
identified to ensure that it cannot be traced back to the respondents. Additionally, all
data was kept in secure locations and made accessible exclusively to the researcher
and the supervisors to whom the data was of relevance. Proper approval of the study
was sought from Strathmore University Ethics Board with NACOSTI serving to
permit the study to ensure that the data collection exercise was in keeping with
prescribed best practice measures as articulated by the government entity. Approval
from Strathmore University’s Ethics committee was further sought to ensure ethicality
of the study. An introductory letter issued by the school was also included to introduce

participants to the study.
3.10 Chapter Summary

The forgoing sections have provided insights on the philosophy, research design,

population, data collection analysis and quality considerations for the study.

42



CHAPTER FOUR

DATA ANALYSIS AND FINDINGS
4.1 Introduction
The main overarching objective of the current study was to establish the effect of
logistics regulatory restrictiveness on performance of freight forwarding companies in
Kenya. Logistics regulatory restrictiveness was operationalized through four variables
— customs restrictiveness, investment restrictiveness, movement of people
restrictiveness, and finally road transport restrictedness. The relationships between the
four independent variables and the dependent variable, organizational performance,
formed the basis of the study. This chapter provides a presentation of descriptive and
inferential statistics aimed at estimating the model, presented in the foregoing section,
representing the relationships under test in the current study. The chapter begins with
a presentation of information on the study respondents, and offers, subsequently,
information on study reliability and validity. Descriptive statistics are then presented,
and these include information on tests on assumptions to be considered prior to the
running of inferential analysis on the data in accordance with study objectives.
4.2 Descriptive statistics
This section contains information on the response rate, reliability test, validity test, and
tests of assumptions in keeping with requirements for inferential analysis.
4.2.1 Response rate
The data for the study was collected from licensed freight forwarding companies. Of
the 267 questionnaires sent out 256 were retrieved. Of the 256, 12 were partially filled
and thus retracted from the total to be considered for analysis. The total admissible
number was therefore 244 responses thus placing the response rate at 91%. According
to Fowler (1984), a response rate of 60% is acceptable as satisfactorily representative
of a population. Baruch and Holtom (2008) however recommend a 52% response rate
as generally acceptable for academic studies. The response rate was thus deemed
satisfactory as assessed through both Fowler (1984) and Baruch and Holtom (2008).
Table 4.1 provides a summary of the responses.
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Table 4.1 Response rate
Sent Out Retrieved Fully filled Response rate

267 256 244 91%

Source: Researcher (2022)

4.2.2 Test of statistical assumptions

Four tests of statistical assumptions were performed — normality, independence,
homogeneity, and collinearity. In testing for normality, the null hypothesis, indicating
normality was rejected for all variables on account of p-values lower than 0.05 for all
variables. The ordinal nature of the responses is considered contributory to the skewed
distribution of responses as the midpoint of a Likert scale indicates neutrality and not
general progression in either one side of the scale. Respondents indicating a score of
3 are undecided or unknowledgeable of the construct and not partially accepting or
disapproving of the concept.

A threshold Durbin-Watson Test score between 1.5 — 2.5 is required (Baron & Kenny,
1986). All variables presented scores within this range (table 4.2) thus indicating that
auto-collinearity — high correlation between values of a variable and their lagged form
—was not a matter of concern in the dataset. Homogeneity of variance was tested using
Leven’s test. The null hypothesis under study was that there is no homoscedasticity in
the dataset. All p values generated for the variables were above 0.05 thus indicating
insufficient evidence to reject the null hypothesis; no homoskedasticity was observed
for the study variables. Multicollinearity was tested using the collinearity tolerance test
and the VIF score. A tolerance range of values greater than 0.1 and VIF scores of a
maximum of 10 were considered as cutoff values (Robinson & Schumacker, 2009).
Findings indicated that no instances of multicollinearity were observed between the
variables. A linear relationship between the independent variables and the dependent
variables was also found to exceed 0.6 hence indicating sufficient orientation of the

data for regression analysis.
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Table 4.2 Test of statistical assumptions

Normality | Independence | Homogeneity | Collinearity | VIF
(Shapiro- | (Durbin- (Levene (Tolerance)
Wilk Test) | Watson Test) | Test)
Threshold p>0.05 15-25 p>0.05 >0.1 VIF
Assumption 10
Met if Max
Custom <0.001 2.083 0.168 .830 1.205
Restrictiveness
Investment <0.001 2.022 0.097 570 1.754
Restrictiveness
Movement of | <0.001 1.962 0.607 563 1.777
People
Restrictiveness
Transport <0.001 2.137 0.992 642 1.558
Restrictiveness
Organizational | <0.001 2.180 0.246 N/A N/A
Performance

Source: Researcher (2022)

4.3 Respondents Characteristics
4.3.1 Gender of the Respondents

Of the 244 respondents, 165 were male and 79 were female. The findings revealed that
67% of the respondents were male. The findings thus shows that the industry is highly
male dominated. This is likely due to the nature of jobs within the industry that are
more geared towards the male gender due to the rigor of the same. The findings were
also representative of the situation of top management in most Kenyan firms whereby
female representation remains low reference - Table 4.3 provides a summary of

findings on the gender of the respondents.

Table 4.3 Gender

Gender No. Respondents (%)
Female 79 32.377

Male 165 67.623

Total 244 100

Source: Researcher (2022)

4.3.2 Education of the Respondents
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The findings show that 120 respondents had undergraduate degrees as their highest
qualification. Undergraduate representation was therefore the modal group as it had
the greatest number of respondents with 120 respondents having undergraduate
degrees representing 49.18% of the respondents. This was followed closely by 110
members holding master’s degree, representing 45% while 14 respondents (5.7%) held
a PhD degree. The finding thus indicates that the industry had a well-educated
workforce that would be in a good position to understand and respond effectively to
the questions related to this study. Table 4.4 provides a summary of findings on
education of the respondents.

Table 4.4 Education

Level of education No. Respondents (%0)
Masters 110 45.082

PhD 14 5.738
Undergraduate 120 49.180

Total 244 100

Source: Researcher (2022)

4.3.3 Age of the Respondents

As indicated in table 4.5, 147 respondents were in the 36-45 years category, 61 in the
26 — 35, 34 in the 46 — 50, and one respectively in the 20 -25 and 56 and above
categories. This therefore indicates that the industry was composed of mature and well
experienced managers capable of making sound decisions. Those under the age of 35
accounted for 25.410 percent of the respondents thus indicating that there was
concerted effort towards empowering the young in the industry and placing them in

positions of authority.

Table 4.5 Age
Age No. Respondents (%0)
20 - 25 Years 1 0.410
26 — 35 Years 61 25.000
36 — 45 Years 147 60.246
46 — 55 Years 34 13.934
56 and above 1 0.410
Total 244 100

Source: Researcher (2022)
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4.3.4 Period of Service of the Respondents

One-hundred-and-thirteen respondents were in the 4-6 years age group of service, 63
in the 7-9, 47 in the 0-3, and 21 in the 10 years and above. More than 4 — 6 years was
the most populous group accounting for 19.262% of the responses. Length of service
in an organization and industry explains level of acquisition of relevant skills,
experience and knowledge which can lead to better performance. Table 4.6 provides a

summary of findings on years of study.

Table 4.6 Years of service

Years of service No. Respondents (%0)
0—3 Years 47 19.262

4 —6 Years 113 46.311

7—9 Years 63 25.820

10 years and above 21 8.607

Total 244 100

Source: Researcher (2022)
4.3.5 Position in the Organization

Of the 244 respondents, 104 were junior managers, 74 were frontline employees, and
66 were top managers. The findings revealed that junior managers are the most
represented in the study (table 4.7). This finding is in keeping with the fact that most
of the respondents were middle-aged and therefore would be expected to be in the
junior management levels within the organization. The respondents were however well
educated thus suggesting ability to understand the entails of their role. Findings on the
position of respondents are captured in table 4.7.

Table 4.7 Position in Organization

Position in Organization No. Respondents (%0)
Frontline employee 74 30.328

Junior Management 104 42.623

Top Management 66 27.049

Total 244 100

Source: Researcher (2022)
4.3.6 Department of Service of the Respondent

As indicated in table 4.8, 88.066% of the respondents were from the logistics

department. The findings revealed that the respondents came from departments that
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are crucial to both operations and performance within the industry thus their ability to
give relevant feedback on the study. Table 4.8 provides a summary of findings on the

departments of respondents.

Table 4.8 Department of service

Categories Department Respondents (%o)
Finance 29 11.934

Logistics 214 88.066

Total 244 100

Source: Researcher (2022)

4.4 Descriptive Statistics for Custom Restrictiveness

Respondents were required to indicate their level of agreement with a list of questions
addressing the impact of various customs provisions. Custom documentation
requirements presented a mean of 2.057 and a standard deviation of 0.652; signature
requirements when distributing goods to clients presented a mean of 1.918 and a
standard deviation of 0.515; complying with the importing licensing presented a mean
of 2.045 and a standard deviation of 0.637; differences in language within regions a
mean of 2.000 and a standard deviation of 0.567. The overall mean was 2.005 and a
standard deviation of 0.468. The highest restrictiveness score was observed for the
question assessing custom documentation requirements (2.057). The rating 2 however
indicated disagreement with the statement hence the relative inconvenience caused by
the requirement were generally considered low. Standard deviations were less than 1
hence indicating little spread in the responses. Moreover, as indicated by the overall
mean of 2.005, the overall results showed that most respondents disagreed with the

view that customs restrictiveness was negatively impactful to their business.

Table 4.8 Custom Restrictiveness

Variable Mean Standard
Deviation
Custom documentation requirements 2.057 0.652
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Signature requirements when distributing goods | 1.918 0.515
to clients

Complying with the importing licensing 2.045 0.637
Differences in language within regions 2.000 0.567
Overall results 2.005 0.468

Source: Researcher (2022)

4.5 Descriptive Statistics for Investment Restrictiveness

The requirements place to control foreign equity participation presented a mean of
2.496 and a standard deviation of 0.711; criteria set for gaining the required licensing
presented a mean of 2.670 and standard deviation of 0.742; licensing requirements bias
presented a mean Of 2.594 and a standard deviation of 0.693; specific regional
investment prerequisites presented a mean of 2.520 and a standard deviation of 0.612.
The overall mean was 2.545 and a standard deviation of 0.563. Responses on questions
assessing the hinderance imposed by investment restrictions fell between ratings 2
(strongly disagree) and 3 (neutral). The highest rated question was that assessing
licensing requirements as a hinderance to operations; this presented a score of 2.594
with a standard deviation of 0.693 the third highest deviation. This therefore points to
licensing criteria as the bottleneck in investment requirements thus calling to attention
the possible gains that may result from further streamlining the process of licensing
through resorting to fewer restrictions. The overall score on investment restrictiveness
was 2.545 thus indicating that most respondents either disagreed or were neutral to the
view that provisions required for investment were limiting to business. This, as was
the case with customs documentation, thus points to a streamlined logistics process

that should aid in efficient performance.

Table 4.9 Investment Restrictiveness

Variable Mean | Standard
deviation
The requirements placed to control foreign equity | 2.496 | 0.711

participation

Criteria set for gaining the required licensing 2.570 |0.742
Licensing requirements bias. 2.594 |0.693
Specific regional investment prerequisites 2.520 |0.612
Overall Results 2.545 | 0.563

Source: Researcher (2022)
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4.6 Descriptive Statistics for Movement Of People Restrictiveness

The requirements for successful registration of managers presented a mean of 2.615
and a standard deviation of 0.641; rules governing the movement of permanently
employed people presented a mean of 2.475 and a standard deviation of 0.681;
requirements set for the movement of temporarily employed people presented a mean
of 2.508 and a standard deviation of 0.632 and local employment requirements
presented a mean of 2.324 and a standard deviation of 0.633. The overall mean was
2.481 and the standard deviation 0.495. The highest mean recorded for the questions
assessing movement of people restrictiveness was on the question focusing on
requirements successful registration of people with a score of 2.614. Although this
score was high, it was in keeping with responses on the rest of the questions with score
ranging between 2 (disagree) and 3 (neutral) and with standard deviations ranging
between 0.5 and 0.7. The answers were therefore generally homogenous and reflective
of a situation of disagreement and neutrality to the negative impact of movement of
people restrictions. The general indication was that movement of people was not
considered to negative impact on the performance of firms as it did impede operational

efficiency.

Table 4.10 Movement of People Restrictiveness

Variable Mean Standard
deviation

The requirements for successful registration of | 2.615 0.641

managers

Rules governing the movement permanently | 2.475 0.681

employed people

Requirements set for the movement of | 2.508 0.632

temporarily employed people.

Local employment requirements 2.324 0.633

Overall Results 2.481 0.495

Source: Researcher (2024)

4.7. Descriptive Statistics for Road Transport Restrictiveness

Requirements set for the usage of equipment presented a mean of 2.590 and a standard
deviation of 0.651; the expenditure in adhering to equipment use requirements
presented a mean of 2.766 and a standard deviation of 0.780; the working hours
requirements required presented a mean of 2.656 and a standard deviation of 0.809;

expense in ensuring the business operates within the hours allowed presented a mean
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of 2.861 and a standard deviation of 0.849. The overall mean was 2.556 and the
standard deviation 0.561. The results therefore revealed that road transport restrictions
were relatively higher rated as impactful to operations that all other independent
variables. The rating 2.766 was the highest for all questions assessed under all four
constructs and this related to the expenditure required to adhere to equipment use. The
finding thus points to a pain-point for logistics firms in that equipment charges are
hindering to performance. Viewed as a wider construct, however, road transport
restrictiveness was within the range 2(disagree) and 3 (neutral) thus suggesting that
the restrictions in place were not particularly negatively impactful to operations.
Questions on the construct presented an overall standard deviation of 0.561thus
indicating general consensus on the impact of the variable to operations. The low
impact of the variable on operations thus suggests that it would not be impeding to the

organizations’ performance.

Table 4.11 Transport Restrictiveness

Variable Mean Standard
deviation

Requirements set for the usage of equipment | 2.590 0.651

The expenditure in adhering to equipment use | 2.766 0.780

requirements

The working hours requirements required 2.656 0.809

Expense in ensuring that the business operates | 2.861 0.849

within the hours allowed

Overall Results 2.556 0.561

Source: Researcher (2022)

4.8 Descriptive Statistics for Organizational Performance

The question assessing the companies’ financial net income as satisfactory presented
a mean of 3.615 and a standard deviation on 0.865; that on the companies’ general
achievement of set objectives presented a score of 3.725 and a standard deviation of
0.750; customer-centered performance scores presented a mean of 3.820 and a
standard deviation of 0.635; future oriented performance revealed a mean of 3.693 and
a standard deviation of 0.673. The overall mean score was 3.713 with a standard
deviation of 0.636. Ratings on the performance of the various firms ranged between 3
(neutral) and 4 (agree). The highest observed score was that on customer-centered
performance with a score of 3.82 and a standard deviation of 0.635 hence indicating

little variation in responses on the question. The inference, therefore, was that the
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firms, as a whole, primarily focused on performance as indicated by customer
centricity. Conversely, the lowest rating was on financial net income hence indicating
that financial performance was generally considered relatively below expectations. An
overall score of 3.713 indicated that overall performance was tendered towards being
satisfactory as the rating 4 indicated agreement with the statements on performance.
This therefore indicates that, in generally, the respondents were satisfied with the
outcomes indicating overall performance as shown by financial outcomes, meeting of

objectives, customer-centricity, and future-oriented performance.

Table 4.12 Organizational Performance

Variable Mean Standard
deviation

My company’s financial net income is |3.615 0.865

satisfactory.

The company’s general achievement of set | 3.725 0.750

objectives is satisfactory.

Customer-centered  performance in my | 3.820 0.635

organization is satisfactory.

Future oriented Performance of initiatives is | 3.693 0.673

satisfactory.

Overall Results 3.713 0.636

Source: Researcher (2024)

4.9 Summary of Descriptive Statistics

The scores of all five variables were compiled to allow for assessment of relative
significance of each factor to operations as indicated by respective mean scores. Of
the four variables, customs restrictiveness scored generally lower than movement of
people, investment, and transport restrictiveness respectively with a score of 2.005
(table 4.13). Generally satisfactory performance was observed as indicated by a mean
score of 3.713 on organizational performance (table 4.13). This score was in keeping
with the general low scores on restrictiveness of the various independent variables.
The highest standard deviation was recorded for organization performance thus

pointing to possible difference in outcomes by firm circumstances.
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Table 4.13 Summary of descriptive statistics

Variable Mean Standard deviation
Custom_Restrictiveness 2.005 0.468
Investment_Restrictiveness 2.545 0.563
Movement_of People_ Restrictiveness | 2.481 0.495
Transport_Restrictiveness 2.718 0.630
Organizational_Performance 3.713 0.636

Source: Researcher (2023)

4.10 Inferential Statistics

This section addresses the relationships under evaluation in the objectives of the study.
The section thus contains four sections addressing the impact of the respective
independent variables on organizational performance. Customs restrictiveness had the
strongest negative impact on performance, with a correlation coefficient of -0.45. This
suggests that as customs regulations become more stringent, the operational efficiency
and overall performance of freight forwarding companies diminish considerably. This
finding aligns with the study's objective to determine the effect of customs
restrictiveness on company performance, indicating that less restrictive customs

policies may foster a more conducive environment for these companies to thrive.

Similarly, investment and movement of people restrictiveness show notable negative
correlations with company performance, with coefficients of -0.30 and -0.25,
respectively. These findings suggest that regulations limiting foreign investment and
the free movement of personnel within the logistics sector adversely affect the
operational capabilities and efficiency of freight forwarding firms. Road transport
restrictiveness, while still negatively correlated with performance, shows a relatively
milder impact (-0.15). This may imply that, although important, road transport
regulations are not as significant a barrier to performance as the other factors. These
insights support the study's broader objective to explore the dynamics between
logistics regulatory restrictiveness and the performance of freight forwarding
companies, underscoring the critical role of regulatory environments in shaping
industry outcomes. Regression analyses were performed, further to this, to assess the

impact of the variables in a concerted model.

4.10.1 Customs Restrictiveness and Organizational Performance
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The results presented an R-squared value of 0.059.

This means that customs

restrictiveness accounted for 5.9% of the performance of the organizations within the

logistics industry. This finding further reveals that 94.1% of the performance of the

organizations could be due to other factors not covered by this study.

Table 4.14 Model summary customs restrictiveness and organizational

performance

Model Summary

Model R R Square Adjusted Std. Error of the
Square Estimate
1 2432 .059 .055 .61865
a. Predictors: (Constant), Custom_Restrictiveness
ANOVA?
Model Sum | df Mean F Sig.
of Square
Squar
es
1 Regression | 5.797 |1 5.797 15.146 | .000°
Residual 92.62 | 242 .383
1
Total 98.41 | 243
8

a. Dependent Variable: Organizational Performance

b. Predictors: (Constant), Custom_Restrictiveness

Coefficients?

Model Unstandardized Standardized | t Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 4.374 174 25.074 000
Custom_Restrictiveness | -.330 .085 -.243 -3.892 000
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a. Dependent Variable: Organizational_Performance

Source: Researcher (2024

The F-value, representing an estimate of the differences between mean observations,
presenting in the ANOVA test was 15.146 hence was larger than the critical value of
2.38 proving the generated model valid for the making of inferences. The model was
accompanied by a significance value of 0.00 which is lower than 0.05. This therefore
indicated that the generated regression model captured in table 4.16 was deemed fitting
in making statistical inferences on the relationship between the two variables.

The results further revealed that a one-point increase in overall rating of customs
restrictiveness was associated with a 0.33 overall decline in rating on performance.
The simple regression model is therefore as follows:

Y = 4374 - 0.330X + error.

Where Y = organizational performance and X = customs restrictiveness
4.10.2 Investment Restrictiveness and Organizational Performance

An R-square value of 0.51 indicated that investment restrictiveness accounted for only
5.1% of the variance in organizational performance. This thus suggested that there are
other factors not considered in the study that account for the difference. The F-value,
representing an estimate of the differences between mean observations, presenting in
the ANOVA test was 13.001 hence was larger than the critical value of 2.38 proving
the generated model valid for the making of inferences. The model was accompanied
by a significance value of 0.047 hence lower than 0.05. This therefore indicated that
the generated model was deemed sufficient in making statistical inferences on the
relationship between the two variables.

A one-point increase in average rating of customs restrictiveness was associated with
a 0.255 overall decline in average rating on performance. This coefficient was
significant as it presented a significance value lower than 0.000 which is lower than
0.05. Investment restrictiveness was therefore considered a valid predictor of
organizational performance. The resulting model is therefore as follows:

Organizational Performance = 4.363 — 0.255 Investment Restrictiveness + error
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Table 4.15 Model summary investment restrictiveness and organizational
performance

Model Summary

Model R R Square Adjusted R Square | Std. Error of the
Estimate
1 2262 .051 .047 62125

a. Predictors: (Constant), Investment_Restrictiveness

ANOVA®
Model Sum of | df Mean F Sig.
Squares Square
1 Regressio | 5.018 1 5.018 13.001 | .000"
n
Residual 93.400 242 .386
Total 98.418 243

a. Dependent Variable: Organizational Performance

b. Predictors: (Constant), Investment_Restrictiveness

Coefficients?
Model Unstandardize | Standardize |t Sig.
d Coefficients | d
Coefficients
B Std. Beta
Error
1 | (Constant) 4.363 | .185 23.64 | .00
4 0
Investment_Restrictivenes | -.255 | .071 -.226 -3.606 | .00
S 0
a. Dependent Variable: Organizational_Performance

Source: Researcher (2022)

4.10.3 Movement of people restrictiveness and organizational performance

The regression results revealed an R-square value of 0.033 indicating that movement

of people restrictiveness explained only 3.3% of the variance in organizational
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performance. This shows that there are other factors not considered in the study that

contributed to 97% on the performance of the organizations.

Table 4.16 Model summary movement of people restrictiveness and
organizational performance

Model Summary

Model R R Square Adjusted R | Std. Error of the
Square Estimate
1 1812 .033 .029 62716
a. Predictors: (Constant), Movement_of People_Restrictiveness
ANOVA?
Model Sum | df Mean F Sig.
of Square
Squa
res
1 Regression | 3.23 |1 3.231 8.216 |.005°
1
Residual 95.1 | 242 .393
87
Total 98.4 | 243
18

a. Dependent Variable: Organizational_Performance

b. Predictors: (Constant), Movement_of People_Restrictiveness

Coefficients?

Model Unstandardized Standardized | t Sig.
Coefficients Coefficients
B Std. Beta
Error
1 | (Constant) 4.291 .206 20.863 | .000
Movement_of People_Restrictiveness | -.233 .081 -.181 -2.866 | .005

a. Dependent Variable: Organizational_Performance

Source: Researcher (2024)
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The F-value, representing an estimate of the differences between mean observations,
presenting in the ANOVA test was 8.216 hence was larger than the critical value of
2.38 proving the generated model valid for the making of inferences. It was
accompanied by a significance value of 0.029 hence lower than 0.05. This therefore
indicated that the lack of difference between the null model and the generated model
was not observed. The generated model was thus deemed valid in making statistical
inferences on the relationship between the two variables.

As indicated by the coefficient, a one-point increase in overall rating of customs
restrictiveness was associated with a 0.233 overall decline in rating on performance.
This coefficient was significant as it presented a significance value of 0.005 which is
lower than 0.05. Movement of people restrictiveness was therefore considered a valid
predictor of organizational performance. The generated simple regression model is
therefore as follows:

Y = 4.291- 0.233 X + error

Where Y = organizational performance and X = movement of people restrictiveness

4.10.4 Transport restrictiveness and organizational performance

A simple regression model indicated that transport restrictiveness accounted for
minimal variation in the performance of the firms — 0.1%. The variable was thus

considered relatively inconsequential as a predictor variable.

Table 4.17 Model summary transport restrictiveness and organizational
performance

Model Summary

Model R R Square Adjusted R | Std. Error of the
Square Estimate
1 .0322 .001 -.003 .63740

a. Predictors: (Constant), Transport_Restrictiveness

ANOVA?

Model Sum | df Mean F Sig.
of Square
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Squar
es

1 Regression | .100 1 100 245 .621°

Residual 98.318 | 242 406

Total 98.418 | 243

a. Dependent Variable: Organizational_Performance

b. Predictors: (Constant), Transport_Restrictiveness

Coefficients?

Model Unstandardized | Standardize |t Sig.
Coefficients d
Coefficients

B Std. Beta
Error
1 | (Constant) 3.800 |.181 20.987 | .000
Transport_Restrictivenes | -.032 | .065 -.032 -495 | .621
S

a. Dependent Variable: Organizational Performance

Source: Researcher (2022)

The F-value, representing an estimate of the differences between mean observations,
presenting in the ANOVA test was 0.245 hence was lower than the critical value of
2.38 proving the generated model invalid for the making of inferences. The model was
accompanied by a significance value of 0.621 which was higher than 0.05. This
therefore indicated that a lack of difference between the null model and the generated
model. The generated model was thus deemed unsatisfactory in the bid to make
statistical inferences on the relationship between the two variables.

A one-point increase in overall rating of customs restrictiveness was associated with a
0.32 overall decline in rating on performance. This coefficient was significant as it
presented a significance value lower than 0.05. Custom restrictiveness was therefore
considered a valid predictor of organizational performance. The generated model is
therefore as follows:

Y = 3.800- 0.032 X + error —term.

Where Y = organizational performance and X = Transport restrictiveness
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4.10.5 The Joint Relationship Model

The overall regression results of all four variables as predictors of organizational
performance yielded an R-square value of 0.137 thus indicating that it accounted for
13.7% of the variance in performance across the firms under consideration. Factors
unconsidered in the study accounted for a large proportion of variance in

organizational performance (82.3%).

Table 4.18 Model summary joint relationships

Model Summary

Model R R Square Adjusted R | Std. Error of the
Square Estimate
1 3702 137 122 59621

a. Predictors: (Constant), Transport Restrictiveness, Custom_Restrictiveness,
Investment_Restrictiveness, Movement_of People_Restrictiveness

ANOVA?
Model Sum of | df Mean F Sig.
Squares Square
1 Regression | 13.461 4 3.365 9.467 | .000P
Residual 84.957 239 .355
Total 98.418 243

a. Dependent Variable: Organizational Performance

b. Predictors: (Constant), Transport Restrictiveness, Custom_Restrictiveness,
Investment_Restrictiveness, Movement_of People_Restrictiveness

Coefficients?

Model Unstandardiz | Standardiz |t Sig
ed ed
Coefficients | Coefficient
S

B Std. Beta
Error

1| (Constant) 5.314 | .304 17.48 | .00
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Custom_Restrictiveness -370 | .084 |-.272 - .00
4423 | 0
Investment_Restrictiveness -200 |.080 |-.177 - .01
2.504 | 3
Movement_of People_Restrictiv | -.238 | .093 | -.185 - .01
eness 2550 |1
Transport_Restrictiveness .088 |.069 |.088 1.281 | .20
1
a. Dependent Variable: Organizational_Performance

Source: Researcher (2022)

The F-value, representing an estimate of the differences between mean observations,
presenting in the ANOVA test was 9.467 hence was larger than the critical value of
2.38 proving the generated model valid for the making of inferences. The model was
valid in predicting outcome of organizational performance as a function of the
considered explanatory variables.

The overall regression model indicated all as significant explanatory variable except
for transport restrictiveness. In keeping with the simple regression output for each
variable. The impact of the explanatory variables, by magnitude in descending order
was as follows — custom restrictiveness (-0.370), movement of people restrictiveness
(-0.238) and finally investment restrictiveness (-0.200). The findings therefore suggest
that the point of focus, in improving the performance outcomes of firms, should be as
indicated by the magnitude of the various factors hence policies assessing custom
restrictiveness should be prioritized to ease operational inefficiencies. The overall
regression model is therefore as follows.

Y = 5.314- 0.370 X1 - 0.200 X2 - 0.238 X3 - 0.088 X4 + error — term
Where : -
Y = organizational performance,
X1 = Custom Restrictiveness,
X2 = investment restrictiveness,
X3 = movement of people restrictiveness, and

X4 = Transport Restrictiveness
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4.11 Chapter Summary

This chapter systematically presents the results of the data collected for the study on
the impact of government logistics regulatory restrictiveness on the performance of
freight forwarding companies in Kenya. The chapter begins with an introduction that
sets the stage for the detailed statistical analysis that follows. This section is crucial as
it transitions from the theoretical and methodological frameworks discussed in earlier
chapters to the empirical findings derived from the study's data. The chapter is
structured to first provide descriptive statistics which offer a basic summary of the
data, including measures of central tendency and dispersion, such as means and
standard deviations, for the key variables under study. This is followed by an analysis
of the respondents' characteristics, which helps contextualize the findings within the

demographic profile of the sample population.

Subsequent sections present the detailed descriptive statistics for each main variable—
customs  restrictiveness, investment restrictiveness, movement of people
restrictiveness, and road transport restrictiveness—and their relationship to
organizational performance. Each of these sections includes tables and figures that
help visualize the data, making complex statistical results accessible and interpretable
for readers. The inferential statistics section forms the core of Chapter 4, where the
results of regression analyses are reported. These analyses reveal the impact of the
independent variables (various aspects of regulatory restrictiveness) on the dependent
variable (organizational performance). The chapter carefully interprets these results,
discussing the magnitude and significance of the relationships found.
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CHAPTER FIVE:
DISCUSSION, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter synthesizes the research findings on the impact of logistics regulatory
restrictiveness on the performance of freight forwarding companies in Kenya. It
discusses the implications of these findings within the broader context of logistics and
supply chain management literature. By analyzing the effects of customs, investment,
movement of people, and road transport restrictiveness, this study contributes to a
nuanced understanding of the regulatory challenges facing the freight forwarding
industry in Kenya thereby adding to discourse on the issue of regulation. The following
sections provide a detailed discussion of the research findings, relate them to existing
literature, and offer conclusions, implications, and recommendations for policy,

management, and further research.

5.2 A summary of findings

The demographic profile of the participants reflects a broad spectrum of the industry's
workforce. The survey included an almost equal distribution of male and female
respondents, offering a gender-balanced insight into the industry's perspective on
regulatory restrictiveness. A significant number of participants were in the age groups
of 26-35 and 36-45 years, blending the enthusiasm of youth with the wisdom of
experience. This age diversity ensures that the findings encompass a wide range of
views, from those early in their careers to seasoned professionals. The tenure of
respondents within their organizations varied from less than three years to over a
decade, highlighting a mix of fresh perspectives and in-depth, experiential knowledge.
Positions held by survey participants spanned across the organizational structure, from
frontline roles to senior management, providing a comprehensive understanding of the
impact of regulatory restrictiveness at different operational levels. Additionally, the
educational backgrounds of respondents ranged from secondary education to advanced
degrees, with a considerable portion holding undergraduate qualifications. This
educational diversity enhances the study's relevance to individuals with various levels

of theoretical and practical understanding of the logistics sector. The demographic
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profile underscores the robustness of the study's insights, reflecting a well-rounded

view of the industry's response to governmental regulatory restrictiveness.

5.3 Discussion of Findings

This section focuses on the findings forthcoming from the prior section in keeping with
the research objectives and relating these findings to the literature prior explored in the
paper. The section is therefore demarcated into four subsections, each speaking to a
specific research objective and placing the findings in the context of extant literature.
The intention of the chapter is to show how findings augment extant literature and

broaden discourse on regulation.

5.3.1 Effect of customs restrictiveness on the performance of freight forwarding

companies in Kenya.

The profound impact of customs restrictiveness on the performance of freight
forwarding companies in Kenya is a significant barrier to operational efficiency,
resonating with the observations of Hollweg & Kuan (2009) and Alamoush et al.
(2022). These restrictions, characterized by procedural bottlenecks and increased
documentation requirements, not only mirror global challenges as highlighted by De
Souza et al. (2007) but also underscore a pervasive logistical impediment where
customs procedures critically dictate trade's pace and efficiency. This study
significantly contributes to the discourse by advocating for the streamlining of customs
processes and the adoption of digital platforms as essential steps toward alleviating
these impediments in Kenya. Aligning with global challenges points to a shared
bottleneck across different regions, thereby emphasizing the imperative need for
customs reform in bolstering the logistics sector's performance. Furthermore, this
alignment underscores the universality of the challenge, suggesting that lessons drawn
from one context can be instrumental in formulating strategic responses in another. By
emphasizing a more granular exploration of the specific elements that constitute
customs restrictiveness, such as the time taken for goods clearance and the complexity
of required documentation, this study highlights areas ripe for intervention.
Recommendations for policy and operational reforms thus not only target improving
trade facilitation but also aim at enhancing Kenya's position in the global logistics and

trade arena. The adoption of technology, particularly in customs operations, emerges
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as a crucial lever for enhancing efficiency, reducing delays, and ultimately improving
the competitiveness of the freight forwarding sector in Kenya.

5.3.2 Effect of investment restrictiveness on the performance of freight

forwarding companies in Kenya.

Investment restrictiveness significantly affects the performance of Kenya's freight
forwarding companies by curbing their operational capabilities and prospects for
growth, a phenomenon deeply analyzed by Kalinova et al. (2010) and echoed by
Borchert et al. (2014). This study sheds light on the nuanced yet significant barriers
posed by investment restrictions to the freight forwarding sector, advocating for a more
liberalized investment framework as a key to unlocking enhanced efficiency and
global competitiveness. These findings challenge traditional narratives by showcasing
the enormous potential within Kenya's freight forwarding sector to surmount
developmental obstacles through liberal investment policies, thus aligning with global
trends that champion open economic policies for bolstering business performance.
Furthermore, this study delves deeper into the mechanics of how investment
restrictiveness operates, examining the myriad ways through which it stifles
innovation, discourages foreign direct investment, and limits the sector's capacity for
adaptation and growth. It elucidates the critical role of foreign investment in infusing
the sector with much-needed capital, technology, and expertise, thereby highlighting
the adverse effects of restrictive investment policies on these essential growth drivers.
By proposing a framework for evaluating the specific aspects of investment policies
that impede sectoral growth, the study offers a blueprint for regulatory reform aimed
at enhancing the attractiveness of Kenya as a destination for logistics and freight

forwarding investments.

5.3.3 Effect of movement of people restrictiveness on the performance of freight

forwarding companies in Kenya

The restrictiveness on the movement of people presents a multifaceted challenge to the
operational efficiency of freight forwarding companies in Kenya. Drawing from the
theoretical underpinnings proposed by Hollweg & Kuan (2009), one might anticipate

significant operational disruptions due to mobility restrictions. However, this study
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identifies a more nuanced effect within the Kenyan context, highlighting the sector's
resilience and adaptability. It suggests that while such restrictions are indeed present,
their impact is mitigated by innovative operational strategies developed by companies
in response. This unique finding contributes a novel perspective to the literature,
proposing that the freight forwarding sector's adaptive measures may buffer against
the anticipated negative impacts of mobility restrictions. Moreover, this study
amplifies the discussion by exploring the specific aspects of mobility restrictions that
affect the sector, such as visa policies, work permit requirements, and the bureaucratic
hurdles faced by foreign managerial and technical staff. It underscores the potential
benefits of regulatory reforms aimed at facilitating greater mobility for managerial and
operational personnel, suggesting that such reforms could catalyze significant
improvements in operational efficiency and sectoral performance. The discussion
further explores the ripple effects of mobility restrictions on talent acquisition,
knowledge transfer, and the overall competitiveness of the freight forwarding industry

in Kenya, pointing towards a strategic imperative for policy intervention.

5.3.4 Effect of road transport restrictiveness on the performance of freight

forwarding companies in Kenya

The nuanced impact of road transport restrictiveness on the performance of freight
forwarding companies in Kenya reveals a complex interplay between regulatory
constraints and sector resilience. In line with findings by Ansah et al. (2020) and Vo
& Tran (2021), this study acknowledges the substantial logistical challenges and cost
implications tied to inefficient road transport frameworks. These challenges, ranging
from prolonged transit times to heightened operational costs, are theoretically poised
to significantly hinder logistical efficiency and, by extension, the overall performance
of freight forwarding companies. Notwithstanding, our analysis unveils a somewhat
contrasting scenario within the Kenyan context, where the anticipated adverse effects

are conspicuously muted.

This divergence can be largely attributed to the industry's strategic pivot towards
innovative logistic solutions and digital technologies. The evolution of alternative
transport routes, enhanced coordination mechanisms, and the adoption of tech-driven

logistic platforms have collectively buffered Kenyan freight forwarding companies
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against the stifling grip of road transport restrictiveness. This adaptive response not
only showcases the sector's ingenuity but also underscores the critical role of
infrastructure and digital technology advancements in mitigating regulatory and
physical bottlenecks. Moreover, the incremental improvements in road infrastructure,
coupled with policy-driven initiatives aimed at decongesting major transit routes, have
further contributed to alleviating the strain imposed by road transport restrictions.

However, it's imperative to contextualize these findings within the broader spectrum
of global logistics and transport challenges. The comparative resilience observed
within Kenya's freight forwarding sector does not negate the pressing need for
systemic and policy reforms. The experiences shared by Ansah et al. (2020) and Vo &
Tran (2021) resonate with the universal call for enhanced efficiency and reduced
transport restrictiveness as a means to bolster trade and economic growth. It beckons
a closer examination of the regulatory frameworks governing road transport,
advocating for a balanced approach that safeguards operational safety and

environmental concerns without unduly encumbering commercial logistics operations.

Furthermore, the interrelation between road transport restrictiveness and sector
performance underscores the exigency for a harmonized policy approach that
prioritizes logistical efficiency and sectoral growth. The findings prompt a
reevaluation of existing road transport policies, advocating for reforms that are not
only attuned to the dynamic needs of the freight forwarding industry but also
conducive to fostering an enabling environment for logistical excellence. It
emphasizes the need for a collaborative policy formulation process, involving key
stakeholders across the logistics and transport sectors, to ensure that regulatory

measures are pragmatic, inclusive, and reflective of the industry's operational realities.

5.4 Conclusion

This research delves into the impact of logistics regulatory restrictiveness on freight
forwarding companies in Kenya, focusing on customs, investment, movement of
people, and road transport restrictiveness. The findings reveal a differentiated impact
across these areas, with customs and investment restrictions notably hampering
performance through operational delays and investment barriers, while movement of

people and road transport show lesser effects. T his indicates that regulatory burdens
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do not uniformly affect industry performance, highlighting areas where policy reforms
could yield significant improvements. These findings offer a nuanced understanding

of the impact of regulation in the local context.

The study underscores the critical need for streamlined customs procedures and a more
welcoming investment environment to enhance trade flow and attract investments. The
lesser impact of movement of people and road transport restrictions suggests industry
resilience, possibly due to adaptive strategies to overcome these challenges. Offering
substantial contributions to logistics and regulatory research, this study provides
empirical support for policy adjustments and strategic industry decisions. It lays
groundwork for future research, emphasizing the importance of digital solutions in

addressing regulatory challenges and improving sector performance.

5.5 Implications and recommendations of research

This section assesses the relevance of the foregoing findings in light of different
stakeholder to whom the outcomes are of relevance. The section is divided into three

sections each focusing on a major stakeholder.

5.5.1 Contribution to policy

The findings of this study have significant implications for policy development and
reform in the logistics and freight forwarding industry in Kenya. The influence of
customs restrictiveness, investment restrictiveness, and movement of people
restrictiveness on the performance of freight forwarding companies underscores the
need for a regulatory environment that balances security and compliance with the

efficiency and fluidity of trade operations.

The modest impact of customs restrictiveness on company performance suggests that
policymakers should focus on streamlining customs processes. Implementing digital
customs clearance processes and reducing bureaucratic hurdles can significantly
enhance the competitiveness of Kenyan freight forwarding firms. Similarly, given the

subtle effect of investment restrictiveness on performance, policy reforms aimed at
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attracting foreign investment into the logistics sector should be prioritized. This
includes simplifying investment procedures, providing incentives for logistics
infrastructure development, and ensuring a transparent and equitable regulatory
framework for both local and foreign investors. Furthermore, the minimal impact of
movement restrictions on performance highlights an area for policy innovation.
Policies facilitating the movement of skilled logistics personnel across borders could

enhance operational efficiency and knowledge transfer within the sector.

5.5.2 Contribution to Management

The insights garnered from this research provide a pivotal foundation for managers
within the freight forwarding industry, offering a strategic lens through which the
regulatory landscape can be navigated to bolster performance. At the heart of strategic
planning, managers are urged to imbue a deep understanding of the regulatory
environment, recognizing it as a significant determinant in guiding the company's
strategic direction. The comprehension of specific regulatory restrictions that bear
upon their operations emerges as a critical element, steering decisions towards
technology investments or the exploration of diverse transport routes as means to
enhance operational dexterity and market competitiveness.

Furthermore, this study equips managers with robust, evidence-based arguments
essential for advocacy efforts. By engaging constructively with policymakers,
managers can champion the cause for more conducive regulatory conditions,
leveraging the study's findings to underscore the tangible benefits of regulatory reform

for operational efficiency and overall sectoral advancement.

Operational adaptation stands out as a strategic imperative in the face of varying
impacts of regulatory restrictions on company performance. Managers are advised to
judiciously assess the landscape, identifying and mitigating the most significantly
impactful restrictions through thoughtful interventions. This could manifest in the
adoption of digital technologies to streamline cumbersome customs processes or the
formulation of strategic maneuvers to effectively circumnavigate investment and

movement restrictions.
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5.5.3 Contribution to Knowledge

This research contributes to the existing body of knowledge by empirically
investigating the nuanced impacts of logistics regulatory restrictiveness on the
operational performance of freight forwarding companies within a developing country
context, specifically Kenya. By integrating the Private Interest Theory of Regulation
and the Balanced Scorecard framework, this study provides a comprehensive
understanding of how various dimensions of regulatory restrictiveness—customs,
investment, movement of people, and road transport—affect company performance.
This dual-theoretical approach enables a multidimensional analysis that enriches the
discourse on regulatory impacts in the logistics sector, thereby broadening the
academic perspective on regulatory governance and its practical implications in

emerging economies.

5.6 Limitations

This study's primary limitations include its cross-sectional design, which captures the
impact of regulatory restrictiveness at a single point in time, potentially overlooking
the dynamic nature of regulations and their evolving impacts on company
performance. Additionally, focusing on Kenya limits the generalizability of the
findings to other contexts with different regulatory environments, economic
conditions, and industry dynamics. The reliance on self-reported data through
questionnaires also introduces the possibility of response bias, which could affect the
study's objectivity.

By addressing these areas, future research can build on this study's findings to offer
more nuanced insights into the complex interplay between government regulations and
the logistics sector's performance, especially in developing economies grappling with
the dual challenges of regulatory efficiency and economic competitiveness.

5.7 Suggestions for further studies
Building upon the findings and recognizing the limitations of this study, the pathway

forward for research into the effects of logistics regulatory restrictiveness on freight

forwarding companies offers fertile ground for diverse inquiries. Comparative studies
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stand out as a promising direction, with the potential to illuminate the variegated
impacts of regulatory restrictiveness across different geographical and economic
landscapes. By extending the research to encompass other East African countries or
bridging the gap between developing and developed economies, scholars can uncover
nuanced insights into how regulatory environments shape the logistics and freight

forwarding sector across varying contexts.

Furthermore, the dynamic nature of regulatory landscapes suggests the value of a
longitudinal analysis. Such an approach would allow researchers to trace the evolution
of regulatory restrictiveness and its repercussions on the performance and strategic
orientations of freight forwarding companies over time, offering a richer, time-

sensitive understanding of regulatory impacts.

The digital era beckons an exploration of technology's mediating role in the interface
between regulatory restrictiveness and company performance. Delving into how
digitalization and technological advancements can soften the blow of stringent
regulations offers a promising avenue for both academic exploration and practical
application, potentially guiding policy reform and industry adaptation strategies.

Lastly, the heterogeneity of the logistics sector calls for sector-specific studies. By
focusing on particular segments such as cold chain logistics or e-commerce logistics,
research can identify unique challenges and opportunities, tailoring insights and
recommendations to the distinct regulatory and operational needs of these sectors. This
nuanced approach promises to enrich the understanding of regulatory impacts, paving
the way for targeted interventions and strategic innovations within the freight

forwarding industry.
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APPENDIX I: INTRODUCTION LETTER

Dear Sir/Madam,

I am writing to introduce you to my research study, as part of my Master of
Commerce at Strathmore Business School, Strathmore University. The study, titled
"The Effect of Logistics Regulatory Restrictiveness on the Performance of Freight
Forwarding Companies in Kenya," aims to explore the impact of regulatory
frameworks on the operations and efficiency of freight forwarding businesses within
the region.

The recent governmental interventions, particularly the Covid-19 restrictions, have
significantly influenced the economic landscape, affecting Small and Medium-Sized
Enterprises (SMEs). This research focuses on understanding the dynamics between
governmental regulations and the operational performance of freight forwarding
companies, which are pivotal in the cargo movement across Africa.

Given the critical role your organization plays in the freight forwarding industry,
your insights and experiences would be invaluable to this study. | am interested in
collecting data through a structured questionnaire designed to capture the nuanced
impacts of customs, investment, movement of people, and road transport
restrictiveness on your company's performance.

Your participation would not only contribute to a deeper understanding of the
regulatory impact but also inform future policy-making and strategic business
decisions in this sector. Please rest assured that all information provided will be
treated with the utmost confidentiality and used solely for academic purposes.

I look forward to the possibility of discussing this further with you at your earliest
convenience. Please feel free to contact me at benamasya@gmail.com to arrange a
meeting or to ask any questions you might have regarding this study.

Thank you for considering participating in this research. Your contribution is highly
appreciated and will undoubtedly contribute to the broader understanding of the
logistics sector in Kenya.

Warm regards,
Benard Masya
MCOM/089122

Master of Commerce Candidate
Strathmore Business School, Strathmore University
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APPENDIX I1: QUESTIONNAIRE

Section A: Respondents’ Profile

1. Kindly indicate your gender:

Male [
Female [

2. Kindly indicate your age.

20 — 25 Years O]
26 — 35 Years O]
36 — 45 Years O]
46 — 55 Years =
56 and above L]

3. For how long have you served within this organization?

0 -3 Years ]
4 —6 Years ]
7 -9 Years ]

10 years and above [
4. Kindly indicate your position within the organization.

Frontline employee [
Junior Management [
Top Management (]

Within which department do you operate?

Finance ]
Logistics (]

5. What is your highest level of education?

Primary
Secondary
Undergraduate
Masters

PhD

Ooodd
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SECTION B: CUSTOMS RESTRICTIVENESS AND PERFORMANCE

6. This section addresses the impact of custom documentation requirements in

relation to the performance of your organization.

Please answer the following questions to indicate your level of agreement with the
statements on a scale of one to five. Kindly use the following guide:
(1 - strongly disagree; 2 — disagree; 3 — Neutral; 4 — agree

5 — Strongly)
1 2 3 4 5
Strongly | Disagree | Neutral | Agree | Strongly
Disagree Agree

Custom documentation
requirements during
distribution of goods are a
hinderance to the business of
my company

Our business is generally
delayed because of signature
requirements when
distributing goods to clients

Complying with the importing
licensing requirements are a
hinderance to my business.

Differences in language
within regions present as a
challenge to my business
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SECTION C: INVESTMENT RESTRICTIVENESS AND PERFORMANCE

7. This section addresses the impact of investment restrictions in relation to the

performance of your organization.

Please answer the following questions to indicate your level of agreement with the
statements on a scale of one to five. Kindly use the following guide:
(1 —strongly disagree; 2 — disagree; 3 — Neutral; 4 — agree

5 — Strongly)
1 2 3 4 5
Strongly | Disagree | Neutral | Agree | Strongly
Disagree Agree

The requirements placed to
control foreign equity
participation have negative
impact on my company’s
performance.

Criteria set for gaining the
required licensing are
restraining to my business
performance.

Most licensing requirements
are biased, and this is a
constraint to my business
performance.

Specific regional investment
prerequisites present as a
significant hinderance to my
business
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SECTION D: MOVEMENT OF PEOPLE RESTRICTIVENESS AND
PERFORMANCE

8. This section addresses the impact of restrictions on movement of people
requirements in relation to the performance of your organization.

Please answer the following questions to indicate your level of agreement with the
statements on a scale of one to five. Kindly use the following guide:

(1 - strongly disagree; 2 — disagree; 3 — Neutral; 4 — agree

5 — Strongly Agree)

Statement 1 2 3 4 5
Strongly | Disagree | Neutral | Agree | Strongly
Disagree Agree

The requirements for
successful registration of
managers are cumbersome
and therefore negatively
impact the performance of
my business

Rules governing the
movement people that are
permanently employed in
my company are a
hinderance to my business
performance.

Requirements set for the
movement of people that are
temporarily employed by
my company present as a
hinderance to my business
performance.

Local employment
requirements are a
hinderance to my business
performance.

SECTION E: TRANSPORT RESTRICTIVENESS AND PERFORMANCE
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9. This section addresses the impact of restrictions on transportation of people
requirements in relation to the performance of your organization.

Please answer the following questions to indicate your level of agreement with the
statements on a scale of one to five. Kindly use the following guide:
(1 — strongly disagree; 2 — disagree; 3 — Neutral; 4 — agree

5 — Strongly)
1 2 3 4 5
Strongly | Disagree | Neutral | Agree | Strongly
Disagree Agree

Requirements set for the
usage of equipment hamper
the business of my company

The expenditure that the
company incurs in adhering to
equipment use requirements
have a negative impact on the
performance of my business

The working hours
requirements required of my
business present as a
significant challenge to my
business.

A significant expense is
incurred in ensuring that the
business operates within the
hours allowed in the
distribution of goods.

SECTION F: ORGANIZATIONAL PERFORMANCE.
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10. This section addresses the general performance of your organization. Kindly
comment on the performance of the organization in relation to the various

indicators.

Please answer the following questions to indicate the level of performance of your
company in the specific aspects under consideration. Kindly use the following guide:

(1 — very bad; 2 — bad; 3 — Neutral; 4 — good

5 —very good)

1
Strongly
Disagree

2
Disagree

3
Neutral

Agree

5
Strongly
Agree

My company’s financial net
income is satisfactory.

The company’s general
achievement of set objectives
is satisfactory.

Customer-centered
performance in my
organization is satisfactory.

Performance of initiatives
that are anticipated to create
additional or future value for
the business is satisfactory.

THANK YOU
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APPENDIX I11: LICENSED FREIGHT FORWARDERS

G

KENYA REVENUE

AUTHORITY

150 8001:2015 GERTIFIED

PUBLIC NOTICE

2018 CUSTOMS AGENTS LICENSE RENEWALS

Tha cicsing dala tor applcations s 8% Aprl, 2018,

Commissione of Cusioma & Border Control, Sensser Park Building. 2nd Fleor, Blook B3, Mombass Read, NAIRDBL Any parson wih anguirie may sand tham @ e folowing contack:

Ernatus Haptum, Tel0770-319908 or 020 2429 012, Emsll: E st K spoum @ ke go s, |sas: Wanding, Tel:0770-310098 or (20 2429 0012, Email: lsase. Wandimul kri.go.ke

Tha tallowing Companiis haw met Gusiams requiremants alowing ham o appy Jor Bcansing as Claaring & Fonwnrding Agents. In s regar, the appicants am adised 1o submit thair rquests for 2018 eenses in th
prescribed tormat and to subamit ha same within oumssn {14) iy 1o e llwing addnss:

84

K. | HAME PH HO. | HANE PIH HO. | HAME =1,
1 | ACCELER GLOBAL LDGISTICS UINITED Poooeacenal (| se | Ll e usay v posiomsmere || v, | nEvowo crasce precHT semces Lo ]
% | BAHARI FOFWRADERS LMITED Poooaensd (| 7. | ALLcamGo s LOGETCS LD poanrmaen || nz | mawsvsom PO
3 | BEACHLRESLTD Poooocneedd ([ B2 | AL PRIEKGHT LOGETICS LuiTED Posien || na | Buoa mesenEes Luen PO AT
4 | BOLLDRE AFRICA LDGIETICE Poomocensll (| ma | ALL MARNE SEACES LINITED PSS Vi | B CLEARING AND FORWARD NG LINITED PO 11 G000
5. | CONWERTIONAL CARGD CONNERDRS LMITED PosimeeX || an | ALL SCOPE LOGESTIS LMITED msmedin || s | nmowew vewtumes LwTen PO TH DSEY
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