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DEFINITION OF TERMS

Collaborations between two or more business umitsnfutual
benefits. Firms combine resources with an aim bfeagng their

strength and thus a competitive advantage (GSIAG6R0O

This refers to producing insight into customerd tedoth smart
and useful. Access to this kind of information alfocompanies

to adapt to meet customer demands (Douglas, 2016).

The pursuit of opportunities beyond
(Eisenmann 2013).

resources eygulo

This is the tendency to engage in behaviors thate hthe
potential to be dangerous, yet at the same timeigeothe

opportunity for positive outcome (Allah &Nakhai 20)1

Innovation management can be looked at as discayemtirely
new ways of achieving a company’s organization leadning to
find the most appropriate solution to markets, psses, supplies
and finances among other areas of concern (Hantd; 2@ayur
2013).

The ability to adapt to consumer behavior and nestriologies
while maintaining a strong customer focus with thien of
creating an incredible customer experience. Givwtpgsumers

what they may not even realize they want (Hong 2015

The term micro, small and medium enterprises (MS)VEmvers
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And Medium

Enterprises

Process
Innovation

Management

Supplier
Innovation

Management

awide range of MSMEdefinitions with measures vagyinom
country to countryand between the sources repoitf8ME
statistics. According to Kenya Revenue, in Kenyausiness that
employs between 1-9, 10-49, 50-99 people is consida micro,
small, and medium enterprise respectively (SmallsiBess
Banking Network 2012).

A discipline that improves enterprises importange dsiving
operational excellence and business agility. lultssn benefits
such as quality, low costs and pricing(Espensiati’20

A process in business by which an organizationsézkmprove
on supplier contacts and relationships for relisdarces of raw
goods and services both in terms of quality andimgi (Rouse
2005; Johnson, Li, Singer &Trinh 2012).
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ABSTRACT

This study looks at the predictive role of Innowati management (IM) in the
performance of micro, small and medium hotels iirdda, Kenya. There is an increased
recognition of the great role played by micro, dnaald medium enterprises (MSMES)
in the economic development of Kenya's economy.yTimepact positively on GDP,
employment creation, poverty reduction and indaktdevelopment. Despite this,
MSMEs in Kenya face many challenges, which haveadeunost of them failing to get to
their fifth year of startup. Hence very few graduaitto large enterprises. Some of the
reasons for this massive failure are training, re@arkaturation, and resources. It is
hypothesized in this study that successful and-mealhaged innovations can play a key
role in resolving many of the challenges faced BYNVES. From the perspective of the
hotel industry, innovation brings about better camrmation systems, products,
processes and sources of supply hence improvedp@rormance. Despite this, few
studies have been carried out in this area. Theéystwlopted an exploratory research
method. The target population of this study incihdé hotels in Kenya and focused on
a list of 1003 MSME Nairobi hotels obtained frone tministry of tourism. The hotel
datawas cleaned through systematic random samglimigiiain a total of 334 hotels.A
sample formula was then used to obtain a sampdeadiz00 hotels. Data collection was
done by means of interviews, which targeted hateli@ne customer questionnaire was
also attached to each of the sampled hotels. Ba#dysis was carried out using
qualitative and quantitative analysis techniqued presented through frequency and
distributive tables, percentages, means and stdrakaiations. From the results of the
study, market and process innovation managemené Vi@mnd to have played an
important role on hotel performance, in contrastthiese results, however, supplier
innovation management was found to have playedosdaipe role on hotel performance.
Enterprise characteristics moderating role on imtiom management variables and on
hotel performance was also determined using hiki@akt regression analysis. It was
found from the results that legal status had a madohg role only on process innovation
management and hotel performance. Hotel ratingahambderating role only on market
innovation management and hotel performance. Itaeasluded from the results of the
study that various challenges such as poor brandauk of resources and skills,
hindered the performanceof Nairobihotels. Recomragods to the said challenges
were collaboration of the government of Kenyaanceifpm owned hotels with the
MSME hotelsto help themgrow.
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CHAPTER ONE
INTRODUCTION
1.1Background

The role of innovation management cannot be dispugasinesses large and small need
to be able to innovate and be managed entreprafiguiGuan & Ma, 2003). Alvarez
and Barney (2008) and Gruver, Allen and Rigby (3Q@&sit that, the ever increasingly
complex and turbulent global environments neede@sing degrees of innovation and
competitiveness to ensure survival and developmenbvation management they point
out is a vaccine against market slowdowns. Degpitemost small enterprises in less
developed countries are stuck in traditional até&si generally with low levels of
productivity, poor quality products and serving $infecalized markets. Potential clients
perceive them as lacking the ability to providelgyaervices. Often larger companies
are selected and given business for their clothenndustry and name recognition alone
(Morris et al, 2006; Ali, Ullah & Khan, 2016).

Dennis (2003) and Sawang (2009) point out thatwation adopters often assume that
investments in innovation will lead to productivitgprovements. However, investments
in innovation do not always guarantee successhllt® Scholars of innovation have
often been interested in understanding the relghignbetween innovation and improved
firm outcomes such as performance, linked with ghowin literature the term

innovation is defined as the process of addingevatunew ideas, resulting in new or
improved ideas. Successful innovations can onlyatteined within an organization

which has inculcated an innovative culture. This ¢ achieved by systematically
collecting impulses/ideas that can lead to innoveti from employees, ability to

evaluate the possibility of the innovative ideapddeamwork, cooperation with external
experts, proper rate of risk taking, employee nation and education and the ability to

finance innovations (Surani, 2013).

Though Innovation is a widely studied area, an wigion’s systematic ability in

adapting innovations also known as innovation mamamnt is a highly understudied

1



area that needs to be addressed (Balan & Lind€dy); ZZIMA, 2006). Many scholars
support the contribution made by innovation on fiparformance (Tisdel, 2000),
however, most studies have not clearly linked imtionm management to MSME
hospitality performance. Also studies in this an@ae mostly been done in the US and
Europe and scanty of information exists in deveigpnations (Tisdel, 2000; Sawang,
2009; Gallouj & Savana, 2009; Beige et al 2013;tfbe2005; Balan & Lindsay, 2010).
This study therefore aims at filling this gap itretature.

Throughout the world, MSMEs are considered to be Hackground of healthy
economies. In Kenya, the small business sec®bhbth the potential and historic task
of bringing millions of people from the survivaligivel including the informal economy
to the mainstream economy. They contribute to eennadevelopment by creating
employment for the rural and urban growing labarcéo(Wanjohi & Mugure, 2008;
Fida, 2008). Micro, small and medium enterprises\@ose the largest proportion of
businesses in most economies and frequently dfeegteatest potential for job creation.
They account for about 90% of all enterprises imynafrican countries and over 80%
of new jobs in a given country. In Kenya the sectamtributes to 18.9% of the country’s
GDP (IFC, 2007; Reineike, 2002). The informal setias also created over 50% of the
jobs in the economyEconomic Survey of Keng®15). Large enterprises are resultant
from seedling phase MSMEs and have been made jpmdbilough certain measures

which have been introduced to make them grow.

Since independence, the Kenyan government has dmamitted to fighting poverty
through various policies and initiatives albeit satisfactorily. The economic recovery
strategy (ERS) 2003 and the publication of Sessiager no 2 of 2005 of development
of MSMEs for wealth, employment creation and fovg@y reduction are the most
important government efforts to developing this teecand see it grow beyond
incubation. The Kenya vision 2030 is the countrgigrent development blue print
covering the period 2008 to 2030. It aims at tramafng Kenya into a newly
industrialized, middle-income country providing ighh quality life to all its citizens by

2



the year 2030. To achieve this goal, the governmkaes great emphasis on micro and
small scale enterprises in its development agendatiengthening of MSMEs to
become the key industries of tomorrow through imptbproductivity and innovation
(Republic of Kenya, 2015).

Despite their significance and government suppmast statistics show that, MSMEs
face various challenges which have prevented threm fealizing their full potential
with three out of five businesses failing withireih first few months of operations
(Republic of Kenya, 2015). The international financorporation (IFC) (2011) has
identified various challenges faced by MSMES. Thes#ude market information,
access to credit and training among others. MSMies haghly disadvantaged in
comparison with their larger counterparts as tlaek kthe resources to enable them to be
continually and successfully innovative. Marketusation is a major concern for
MSMES related to lack of access to higher valueketarwhere there are few barriers to
entry. This leads to saturated markets and litttar for growth.

1.2 Statement of the Problem

According to Kanter (2001) a key rationale for sogtimg the MSME sector is its

potential to generate output, employment and incdtrie especially the case when this
is reflective of the growth of the sector. Thigwth is felt more in the early stages of
the business and most enterprises do not live liefree years of their start-up. Factors
said to be attributive to this trend in growth umbé, access to markets, financing, and

quality of the products.

Various scholars have propounded on the abilitprginizations to innovate as being
critical to firm growth. As a result current resgano longer defends the importance of
innovation but focuses instead on innovation meth@hd managing innovation
processes,market, technology, products and sowfcsspply (Elmquist et al, 2009;
Balan &Lindsay 2010; Surani 2013). Despite its ggabon by academics as being of
increasing significance to growth, innovation masragnt remains an underdeveloped

area lacking in empirical research (Smith & Fishieac2005).

3



Studies in Ml have mostly been done indevelopedhttas(Tisdel, 2000 & Sawang,
2009) those undertaken in developing countries navgtly looked at the manufacturing
sector,and more recently at the financial sectat ainlarger hotel chains(Roberts &
Amit, 2003). Previous literature does not suffitcigrexplain the relationship between
innovation management practices that should be owdito ensure successful service
in micro,small and medium hotels, particularly thoshich are located in Nairobi,
Kenya. This research aims at filling this gap terfture.ltlooks at the predictive role of

innovation management in the performance of MSMtelsan Nairobi, Kenya.

1.3 Objectives of the Study

1.3.1. General Objective
The overall objective of this study aims to expldihe predictive role of innovation

management in the performance of MSME hotels irrdtbai

1.3.2. Specific Objectives of the study

1. To determine the predictive role of market innomatimanagement on the
performance of MSME hotels in Nairobi.

2. To determine the predictive role of process innavatmanagement on the
performance of MSME hotels in Nairobi.

3. To determine the predictive role of supplier innbwa management on the
performance of MSME hotels in Nairobi.

4. To establish the predictive moderating role of gariee characteristics (legal
status and rating status) on the relationship batwenovation management and
the performance of MSME hotels in Nairobi.

1.4Research Hypothesis

Hoi: There is no significant predictive role betweerrkatinnovation management and
theperformance of MSME hotels in Nairobi.
Ho,: There is no significant predictive role betweeagassinnovation management and

the performance of MSME hotels in Nairobi.



Hos: There is no significant predictive role betweengigp innovation management
and theperformance of MSME hotels in Nairobi.

Hoy4: There is no significant predictive moderating rojeenterprise characteristics
(legal status and rating status) on market innonathanagement and on the
performance of MSME hotelsin Nairobi.

1.5 Justification

Hospitality firms such as hotels are an ideal eXxangb a market which could benefit
immensely from the implementation of service inrteva management. Further
Justification of this study includes the followingirstly to entrepreneurs because
innovation is the specific tool through which thexploit change as an opportunity for a
different product, service,method of productiomgass, market, source of supply or a
different organizationand thus they need to emptbg principles of successful
innovation management; secondly, the governmentyeldpment partners, hotel
associations and other private operators can @seegults of this study tocome up with
programmes, projects and policies that can heltotee sector.Growth in the hotel
industry will in turn mean more economic benefis the various stake holders such as
government, entrepreneurs, Kenyans seeking emplaymed customers in terms of tax
revenue, profits and remuneration, awareness datyarof goods and services
respectively. Other stakeholders such as finaneedéearning institutions also stand to
gain from and contribute to innovative hotel susces

1.6 Scope

To limit the size of this thesis, the study haskmml on Nairobi hotels. Nairobi is the
second most important tourism destination in Keaftar Mombasa. The findings are
thus not exclusive to Nairobi only but are hopefudipplicable to other areas of the
country. Within that focus there are obviously astanvolved in innovation

managementin hotels some of whom have not recemgdmentioning.This thesis has
also included an analysis of MSME hotels in Nairdihiey will represent case studies
that hopefully help illustrate the different needsd challenges hotels face in trying to

meet customer expectations.



1.7Limitations

This study encountered several challenges: thergfated to structure and boundaries:
in order for the thesis not to be vague and extensiome boundaries had to be set that
have excluded some topics and factors that miglebhsidered essential for its success.
To counter this limitation the researcher opteddaduct the study in Nairobi Kenya.
This is because Nairobi covers a diverse populatioth as afore mentioned, it is the
second most important tourism destination in Keaftar Mombasa and is therefore
highly representative of otherareas in the couatsgcond issue was thata larger sample
was needed toensure proper representation. THisutty was dealt with by using
scientific methods to arrive at a representativeda size;a third issue of concern was
that of reliability of facts given by hoteliers. Bmsure accuracy, some of the questions
were asked in the reverse to check for consistandyaccuracy; a fourthlimitation was
thatof finances, precautions were taken to endume daccuracy of facts was achieved
with the funds available. This was made possibletaying up with a manageable but
highly representative sample population using sdiensampling techniques, which

included an inflated sample size.



CHAPTER TWO
LITERATURE REVIEW
2.1Introduction

Businesses, large and small, mustembrace a cultbrennovativenessin today’s

increasingly dynamic and competitive environmental@® & Lindsay, 2010). The

hospitality industry is rapidly changing due to @ecations of information technology
(Olsen & Connely, 2000). To be successful, hotelsstrcontinuously innovate and
differentiate their services from competitors inl@rto gain a competitive edge(Cooper,
2011).

It is on the basis of this, that this chapter loakeformation sought from a vast array of
literature with an aim of providing appropriate @nsions and theoretical framework of
innovation management (IM). Thisis in line with tifi@lowing aspects: Theoretical

framework, conceptual framework, critique of theémed and empirical literature,gaps

in literature and summary of the study.

2.2 Theoretical Framework

2.2.1 Theory of Innovation Management

The entrepreneur as an economic and a driving flmce&conomic development was
first emphasized by Joseph Alois Schumpeter anriamséconomist (1934). Schumpeter
believed that innovation is an essential driver tmmpetitiveness and economic
dynamics(Block, 2016).Economic development takeacelwhen a country’s real
rational income increases over a period of timegneim the role of entrepreneurship is
an integral part. Schumpeter posits that entrepimsnare a motivated intellectual class
of people and the prime movers of economic devetsdm To achieve this,
entrepreneurs must be innovative. According to himovation involves problem
solving and the entrepreneur is a problem solverovators must search constantly for
yet further novel approaches so as to remain thig @hcompetitors. This way the flow

of profits is held steady,thus the reason why theyforced to keep running in order to



stand still. Entrepreneurship rests on the thebgconomy and society, the theory sees
change as normal and indeed as healthy. Doing $amgedifferently rather than doing
better what has already been done. The entreprempsets anddisorganizes. As
Schumpeter formulated it, his task is creative rdetbn (Shumpeter 1934; Hamel
2006).

According to Schumpeter, while the entrepreneumsmvith the stream in a circular
flow which is familiar to him, he swims against tegeam if he wishes to change its
channel. What was formerly a help becomes a himgrawhat was familiar becomes
unknown. In his book the theory of economic dyna$chumpeter (1911), postulated
that dynamic disequilibrium brought on by innovagtirentrepreneurs rather than
equilibrium and optimization is the “norm’ of a tidy economy and the central reality
for economic theory and economic practice. Alvaaarl Barney (2008) and Gruver,
Allen and Rigby (2009) posit that, a post-coloragke with ever increasingly complex
and turbulent environments needs increasing degrfe@movation and competitiveness
to ensure survival and development. Innovation rgameent they point out is a vaccine

against market slowdowns.

In Schumpeter’s view, the concept of new combimalé&ading to innovation covers five
Cases: The opening of a new market which looks mtrket that had not been tapped
before for instance a domestic or foreign markie&¢ introduction of a new product
which signifies invention and commercialization eftirely new products or services,
introduction of a new process which deals with dwag the production process of
products through the adoption of new technologypuotuction of new sources of supply
whereby suppliers of the said company help them ilmebinputs and technology
transfer; and the opening of a new organizatiorctvfooks at change in the structure of
the organization which may include new ways ofribsiting products and services. The
ability to continuously transform knowledge intomproducts, processes and systems is

undertaken with an aim to benefit the firm and shaitders (Balan & Lindsay, 2010;



Lawson & Samson, 2001).

Innovation management can create long lasting ddgas and produce dramatic shifts
in a company’s competitive position. In the padd ¥8ars innovation management more
than any other factor has allowed companies suchpaée computers, Google and
Toyota to cross new performance thresh holds (Hag@©6; Pofeld, 2013). Hotel
entrepreneurs should borrow from said companiesy Biould take time to diagnose
and assesstheir company’s innovation capabilitieforb initiating ideas. The
consequences of not doing so will lead in approsi¢aiding to fit in the cultural aspects
of the organizations, skill level of teams and etpd contribution to the company’s
objectives (Stratigos, 2017). This theorycoveresl general hypothesis of the study i.e.
the null hypothesisthat there is no significant dicBve role between innovation

management variables and the performance of MSM&dhim Nairobi.

2.2.2 Need for Achievement Theory

David McClelland’s theory on need for achievementhie most important one of the
various psychological theories of entrepreneurship. his theory, McClelland
emphasized the relationship of achievement motwator need for achievement
(symbolically written as n’ Ach) to economic devghoent via entrepreneurial activities.
He pointed out thatneed for achievement levelkislyi to translate itself into economic
growth of the entrepreneurial class. Need for aheent distinguishes between high
achievers and everybody else. The n’Arch psycholaiggigh achievers demands that
they seek challenges that are right at the edgéhaf abilities. Entrepreneurs are
generally defined as very innovative individualstHe n’ achievement level is high,
there will presumably be more people who behave &ktrepreneurs” (Islam, 1989;
Khuon, 2014).

David McClelland (1961)identified three motivatorthat are necessary for
entrepreneurial success: a need for achievemeamted for affiliation, and a need for
power (Net MBA Business Knowledge Center, 20079ividuals who are motivated by
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achievement avoid low risk situations because efdasily attainable success.They also
avoid high risk projects because they view the @ute as one of chance rather than
one's own effort.McClelland’s theory of needs adtates that individuals can be driven
by personal and institutional power (Net MBA BusiseKnowledge Center, 2007),
people who are driven by personal power want tectliothers. To do this, they must be
endowed with cognitive abilities that facilitateeth to be highly innovative. It is
believed that individuals with high need for ingtibnal power tend to be more
effective. This tends to be the case because ofriaivation to pursue a unified effort
toward organizational success (12 Manage, 2008¢sd&tkinds of entrepreneurs may
like to be in charge and may gather customer igtice and experiment with said

information to outwit competitors.

According to McClelland, one would expect a relalyv greater amount of
entrepreneurship in a society if the average levaleed achievement in a society is
relatively high. Because having a high n’ Ach enmeges an individual to set
challenging goals, work hard to achieve the goats #se the skills and abilities needed
to accomplish them. McClelland alsoposited thatrth®&ch level can be increased in an
individual through training and by creating an agprate culture(lslam 1989; Khuon,
2014). Societies experience high growth or dedline to one determining motivational
factor need to achieve. This then becomes the enginhigh economic growth.
Entrepreneurs with internal locus of control bediethat outcomes are highly related
with what you do. Effort and not luck determines amtrepreneur’s success(Khuon,
2014). This theory purports that entrepreneurs waee a high desire to achieve are
more likely to be successful than those who do totovers the null hypothesis
thatthere is no significant predictive moderatimderby enterprise characteristics on
innovation management variables and on the perfocenaf MSME hotels in Nairobi.

2.2.3 Theories onMeasures of Performance
According to Srimai, Damsaman & Bangchokdee (20d4i9asures of performance are

the most researched in entrepreneurship. Performaeasures serve different purposes.
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They enable entrepreneurs to evaluate, controlgdtudnotivate, promote, celebrate,
learn and improve different aspects in an orgamnaflherefore no single measure is
appropriate for all the right purposes (Namada,720Rerformance theory helps develop

hypothesis and support directions of discussions.

Marchand and Raymond (2008) track changes and twadu of the performance

measures based on a four period chronological gbat®re 1980; 1980-1989; 1989-
1999 and 2000 to present). They state that perfocemanodels have developed from
purely financial (goal approach) encompassing wigmrspectives considering

stakeholders and company strategic objectives.

Goal approach directs owners-managers to focusimandial measures which are
quantitative in nature. These include profits, rewes, return on investments (ROI) and

returns on sales.

Traditional financial indicators that are relatedprofitability are the most commonly
used in the performance evaluation (Yalcin, Baysakdlu, & Kahramans, 2012).
Financial measures are objective, simple,and eagyntlerstand and compute but in
most cases they suffer from being historical angl mot readily available in public
domain. Further profits are to subject to manipafet and interpretations. A possible
way forward is to apply the non-financial measutiesugh subjective in nature, as
supplements of financial measures (Serrat, 2018 Tombinations of these two
measures help the owner-manager to gain a widespeetive on measuring and
comparing their performance. The most commonly iadpihon-financial measure
adapted by SMEs is number of employees (MarchariRbgmond, 2008). This theory
supports the aspect that hotel entrepreneurs shayd various systems of measuring

the success of their organizations.

2.3 Conceptual Framework
Innovation management (IM) dimensions identifiedvamious studies carried out around

the world in recent years have been summarized emsg bfivefor IM (Balan &
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Lindsay,2010). Threevariables ofIM and threechamstics of the moderating variable
have been adopted for this study.The three indep¥ndariables of this study are
market, process and supplier of IM. These influetfee performance of hotels in

Nairobi. Enterprise characteristics are the modweyatariables (see figure 2.1).

Market Innovation
Management
- Market researc > Performance
Branding
Customer Sales
networks
Online > Employee
marketing grovyth
: Profits

Process innovation

management
Organizational +
culture
Teamwork and
design
Training and
development

Supplier innovation

»
P

management
Supplier Enterprise
relations characteristics
Supplier
capability - legal status
Automated . Rating status
Independent Variables

Moderating Variables

Figure 2.1 Conceptual frameworkadapted from Surani (2013); Koter and Keller

(2012); Pofeldt (2015); Rizza (2015).
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2.4Empirical Research

The linkage between innovation management and fierformance is quite evident
from past and present documentation. Innovation agement refers to the most
appropriate solution to the problem of consistentignaging a fore stated process and
building an innovation culture and is regarded astecal element for attaining business
growth and differential advantage (Suramani, 20E)ording to Tjosvold and Yu
(2007) companies are increasingly investing in \ration because of its overall impact

in performance.

Davila et al (2006) suggest that innovation corggto be the focus in companies. They,
however, say that too much innovation can be hdrfofua company. Durk Jagen, the
former CEO of Procter and Gamble (P& G) discoveiteel hard way that too much
emphasis on innovation can lead to reduced prdbts the business, company
confidence and price of shares. A.G. Lafley, theOGkho replaced Jager did not stop
laying emphasis suggests that different stylesnaovation and has successfully moved

achieved substantial gains (Macro think Instit@@09).

From 2002 to 2014, the leading 1000 global comsahiave highly increased their
profitability as a result of being engaged in inaben management. According to
Westerski and Iglesias (2011) Toyota has a histdrpver 30 years of innovation

management oriented towards the capture of idea®m ®mployees (Stevanovic &

Vjesnik, 2016). Bel (2010) different leadershiplesyare likely to have different impacts
on employee involvement and commitment to innovatiwanagement. According to

Artz et al (2010) and Varis and Littunnen (2010) these times of increased levels of
competition and shortened product cycles the ghilftfirms to generate innovations

may be more important for their performance ancass than ever before (Karlson &
Tavassoli, 2015).
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Relevance of innovation management in developingnemies is sometimes
questioned. This is because of the high cost apérége that they lack and which are
associated to innovations and particularly to teuiovations. Developing economies
lack proper business models, government conditan the infrastructure needed to
enhance innovation management. In today’s globdlaed technologically advanced
world, the companies or countries with obsoletdnetogy and old ways of thinking
cannot exist in a highly competitive globalized mamy. Computer based technologies
such as microelectronics, fibre optic, satellitenocounication, robotics and multimedia
are critical to firm performance. On the contrapwever, innovation management is a
hot issue in developed economies. Japan, Switzkrdend the US ranked 1, 2 and 3
respectively as the world’s most innovative cowstriUSAs IBM, Apple Inc. and
McDonalds, South Koreas Samsung, Japans Sony amdalbave stayed at the top of
dynamic industries (Ali, Ullah & Khan, 2016).

Abel (2008) gives a good example of bold innovation Apple and the iPod, although
there were 43 other players in the market, led bgySwith their Walkman, Apple
managed to stage the iPod in such a way that salvaly problems in the music
industry. This included increased storage spadétyatio legally download more music,
size and fashion among other factors. Apple hdear target market, the young people.
Apples main goal is “unleashing consumers potentizdld innovations are practically
difficult to implement in terms of resources andertise that they require. However,
they are the only hope to a diminishing customeseb@n today’s increasingly
competitive global economy (Cooper, 2011). Hotslighould be unique in their service
offerings if they hope to be successful, they nibestlear who their target markets are,

what it is they want to achieve and communicate #legan clearly to the consumers.

Customers are not alike in profitability; a companyst therefore be aware what market
segment will be most profitable to them. For ins@@apple Inc. the most competitive
company in the world (Forbes magazine, 2017) targe middle and upper class as
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they are able to pay a little more for a better esgoerience. They are able to appeal to
people from of all ages, demographics and indistoiecause of their impressive tech
breakthroughs (Johnson, Li, Singer, & Trinh, 2012).

Entrepreneurs in the hotel industry should striwecome up with new systems that
deliver value to their customers. A good examplemforganization that hoteliers can
emulate is MacDonald’s which has improved its systdo a point where a meal is
served using the just in time method, within ony s&2conds of a customer placing an
order. A computerized system allows those in thehkin area to view the order on a
screen as it is being taken and then fill in thenbarger as per the unique order of the
customer. The computerized system is able to alsmitor customer queues and
responses, this way the outlet can identify rusbrdi@and cushion the firm well in

advance from problems that might result.

2.5Critique of the Existing Literature Relevant tothe Study

2.5.1 Market Innovation Management

Markets have become saturated and competitorstarmg to survive within a market
that is no longer growing. Customers are incredgifaged with situations where they
do not have a preferred supply outlet. AccordingCtmoper (2005a), the majority of
institutions are lacking in bold innovations prottuare being produced in much the
same way confirming the fact that profits are beiogneaner as firms are forced to
share customers. Products presented in the mankdbwa risk and only bring about
short term profits (Cooper, 2011). Abel (2008), gegjs that under such circumstances,
firms have no choice but to offer bold innovatidhat are completely out of thenorm.
These will help solve customers’ problems and mlevithem with experiences
previously unknown to them. Entrepreneurs must bfsall understand and then point
out clearly how the new products and services stanbenefit the consumer. To be
successful, innovations must be systematic andanbuws types i.e. Disruptive, radical
and incremental; they must target specific targatkets and be able to communicate the

company’s policies (Cooper, 2011).
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Market innovation management aims at addressindsneetter, Karmarker (2004)states
that the most successful companies are those wdmehfully aware of customer
preferences and develop their services in line w#lgeted market needs.Market
innovation management has been characterized astwmecof the organization that
requires customer satisfaction to be put at the obbusiness operations. To achieve the
desired positive results an organization shoulduigoon core activities of marketing
innovation which are market research, custometiogiship management, identifying
customer needs, developing strategies and politogs creating delivering and
communicating value (Kotler & Keller, 2012). Markeg is responsible for sales and
hence the earnings of the business. To be suctéssfumportant that an organization

have clear vision and mission statements.

There is an even chance for hospitality innovatmisucceed and to fail. Only practice
can tell what the result will be. However, no paim gain. Firms should always try to
boldly innovate and explore because that is the @fdyuman progress. Entrepreneurs
in the hotel industry should look for and undertaksruptive innovations that make
them stand out from other hotels. This way, thely va the envy of the competition and
earn high profits. More recently companies havenbasing social media market
intelligence to improve market innovation managetn&his has also led to improved
understanding of customer unbiased needs henceowexbrfirm performance (Grym,
2010). Entrepreneurs should make social mediagotaf work for them as these are
cheap, easy and fast to use (Pofeldt, 2015). Thest however ensure that they are run
professionally in order to keep the of the imagsimbess intact. This section covers the
null hypothesis that market innovation managemeoésdnot play an important
predictive role in the performanceMSMEs.

2.5.2 Process Innovation Management
According to Birkinshaw et al (2004); Bugelman &t2004) and Daniels (2004), in

recent time’s interest has been shown not onlyteady process innovations but also on
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discontinuous and disruptive ones. The earlierimzeemental in nature while the later
are radical innovations, which touch on new tecbgypl(Bessant, 2008). For process
innovation management to be effective, the staffnimers of the various disciplines

must work together as a team. This is especialigjeseed by the efficiency brought

about by new methods of production such as thensethod of production; whereby

inter-disciplinary teams work together to preverghpems from happening, just in time;

whereby products are produced only upon order antirmious improvement; whereby

members meet and give suggestions on how to impsoweme up with new products

and services. Other considerations of the prodegeldpment processes are quality,
costs, time and capability of those who are invdl{®urani, 2013).

Bessant et al (2006) are of the opinion that swfok®rganizations are those that
generally undertake evolutionary changes in thaiocgsses. Process innovation
management aims at systematically coming up witld @amplementing new or

significantly improved production delivery method3hese include changes in
techniques, equipment and/or software with an afndexreasing per unit costs of
production, delivery, to increase quality or to q¢woe or deliver new or significantly
improved products (OECD Oslo Manual, 2005). To dvtliem being too costly the
designers ensure that they are without mistakesugfir use of lean methods of

production and total quality management.

Process innovation management,also referred toeas set of practices is aimed at
improving customer satisfaction; it involves botinganizational and technological

changes. Main drivers for design of new systemkes$s industrialized economies are
seen more in internal drivers such as costs efitgie competitiveness and customer
satisfaction which can be solved in ways that arteso technologically driven (Segalas
et al, 2010). In developed nations, however, p@a@sovations in small firms is much

more related to technological change, which inctuaidvanced machinery and computer
hardware and software, than to intangible investmenresearch and development.

According to research, however, in order to expeeepositive change, a combination
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of both technical and non-technical innovationesessary.

Also processes should be dynamic and should bertakeéa through collaborative
teamwork interaction (Hoegl & Parbuteeah, 2007cPss innovations aim at changing
the production process of products and servicesiir the adoption of new technology
and innovations.According to Flowers (2007), inisas studies, process innovations
mostly concentrate on the supply side rather thanth® demand side.lf properly
implemented, process innovations help in reduciigtakes made, and increase speed
requiring less employees to complete the work, tmester efficiencies and improved
customer and employee satisfaction (Roberts, 208@)eliers should find a way of
coming up with technological systems that help themefit from economies of scale.
This can be developed gradually and be combineld thié use of local systems that are
unique to the needs of these hotels.This sectiorred the null hypothesis thatthere is
no significant predictive role of process innovatmanagement inMSME performance.

2.5.3 Supplier Innovation Management

Supplier innovation management refers to a progessbusiness by which an
organization seeks to improve or develop new ssuaferaw material and services
(Rouse, 2005). One of the primary tasks of suppiyagement is to manage suppliers.
Firms that innovatively manage their supply soutcage higher levels of cooperation
with their suppliers, satisfaction on supplier periance, trust and mutual goals.
Supplier activities that are collaborative helpbuilding good relations which prompt
the supplier to share innovative ideas with itstaoners. A situation of mistrust on the
other hand would mean poor dealings with supplievbo might tend to favor
competitors. For its own benefit, therefore a fshould be driven to developing good
supplier relations so as to maintain a competgigge (Einshardt & Martin, 2000).

In supplier innovation management the focus of fiira is to minimize costs. Good
relations with suppliers means lower pricing andaldy raw materials, leading to
increased performance. More capabilities are requin handle different types of supply
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relationships. It is important for a firm to recagm and identify the capabilities which
will generate value for the firm’s suppliers (Co3QZ). To achieve these goals, a firm
should engage a competent work force with the msacgsexpertise on supplier
innovations, and also consult with experts whereeagary.Hotel entrepreneurs should
have relationships that are based on trust withifqecasuppliers. They should involve
suppliers in their projects, have access to thatia dnalysis and be connected to them on
a full time basis through automated or manual systevherever possiblefor the mutual
benefit of both firms (Rizza, 2015). Supplier inatien management is critical to firm
performance. Hotels can borrow cues from studiepraposed in this section.This
section covers the null hypothesis that there gaifscant predictive role by supplier

innovation management in the performance of MSMEs.

2.5.4 Legal Status

According to the republic of Kenya hotels and resdats authority cap 494 a hotel can
be licensed as a sole proprietorship, partnershiijpnited liability company with at-least
10 shareholders. Sole proprietorships are busigesased and conducted by one
person. Partnerships are normally owned by 2-280pes. Limited liability companies
are a form of business entity and may either beapior public. A private company is
usually created by persons having a common bord, family, friends, investment
objective;etc.Therefore shares in it are not fréelpsferable outside the membership. In
contrast a public company is one in which themeagestriction on the transfer of shares
either within or without the existing membershighelT minimum number of people
required to form a public limited company is 7 athere is no statutory maximum

(www.kenyalaw.org2009).

Sole proprietorships generally don’t augur verylwdbwever most of the micro owned
non employer firms have in recent years been fdartze highly lucrative. For instance
in the United States 30,174 non employer sole petapship firms earned between $ 1
million and 2,499,999 in 2013. The businesses usdertiny were sole proprietorships,
but a small percentage belonged to the partneestdpcorporation categories. Based on
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the said results it is clear that enterprises owmgd individuals are becoming
increasingly successful. The reason for this is theernet which has enabled
entrepreneurs to access vast global markets quarktly cheaply (Pofeldt, 2015). The
situation is not different world-wide whereby maggung entrepreneurs have taken
advantage of their innovative skills to start thewwn businesses, and have succeeded
tremendously. The only thing probably lacking ar@nagerial skills to help spiral them
to the next level (Ressi, 2011). Levine and Ruleimg2013) are of a contrary opinion

and say that a company must be corporations irr dodé to succeed (Acs et al, 2016).

Decker et al (2014) are of the point of view thakesowned firms are more dynamic
than employing firms are and often grow to becoime krge enterprises of today
(Stephanie & Ellie 2014). This is possibly as aulesf the ease and flexibility in
decision making, not having to share profits, dom&ognition among other factors.
Employment trends have played a major role in tbpufarity of sole proprietorships.
Some of these trends include Job insecurity, outcgng, temporary employment, and
dissatisfaction at the work place. Guile (2012pnout that development in mobile
technology has majorly contributed to the incregssuccess and growth of sole
proprietorship firms. This is because it allowsm& to work virtually often with
temporary projects tailor made to suit the uniqeeds of the consumer (Spinuzzi,
2014).

Various scholars are of the opinion that incorpastatfirms grow faster than
unincorporated ones (Demirgue et al, 2006). Indéeen firms are more flexible
whereas firms affiliated with a group have accesdifferent resources. The increased
availability of resources leads to a higher proligbito exploit opportunities.
Diversification is highly related to group ownednifis and to firm performance (Hueli,
2015). On the basis of results, from said studietgliers should take advantage of the
benefits that accrue from being small. They shdwdever strive to grow into large
firms so as to gain accessto resources, diversditand structuring that come with

larger firms
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2.5.5 Hotel Rating

Hotel rating can be presented in many differentfincluding but not limited to stars
(Naravagajavana & Hu, 2008). Hotel rating systemgehbeen criticized by some who
argue that the rating criteria are overly complexd aifficult for lay persons to

understand and also lack a unified global systemgfading hotels which may also

undermine the usability of such schemes (Pascag£lib).

The Kenya’s Hotels and Restaurants Regulations a&8 established standards upon
which classification of hotels are based. The raguh classifies hotels in classes
denoted by stars with five being the highest anel lo#ing the lowest. The classification
of hotels is carried out in the manner prescribgdhie hotels and restaurants Authority
published in the legal notice No. 30 of Februar@2®f Hotels and Restaurants Act
(Mzera, 2012). At the property level, hotels deondeether to be rated or not. Also for
them to be rated they have to meet certain crigesiprovided by the rating Act.

The AA star rating system is easily understood bgt@mers and includes several
categories based on range of criteria whereby tgheh star rating indicates more
luxury classifiers (CTO 2002; UNWTO & IHRA, 2004jotels can also be classified on
the basis of size: small hotels: 25 rooms or lesgrage hotels 26-99 rooms; above
average hotels: 100-299 rooms; large hotels 300atmosde rooms (Shantimani, 2010).
The study of these classifications will help deteenwhether or not being non-rated
such as some of the guest houses in Kenya is ardetat of level of performance.

According to (Spain et al, 2000) higher star raimgot necessarily a good indicator of

hotel quality.

A research conducted by the Forbes magazine imdidhtt the best hotels in Kenya for
the global market are the star rated ones (Fomaeeltguide, 2016). This is the case
mostly for the hotels that target the upper marketd not those that target the lower
class category of customers.Hotels perceive ramg pricing tool. Price variations are
usually implemented when hotels gain rating statusome instances such hotels may
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even double their prices. Such changes in priceuavally as a result of service and
quality that they offer (Narangajavana & Hu, 2008)This is the case because
emergences of online guest reviews are taken ictowent nowadays when classifying
hotels (UNWTO, 2014).

2.5.6Profitability

Innovation management is widely regarded as a nsjarce of sustained competitive
advantage because it leads to improvements thptfliels to survive and ultimately
become more profitable (Atalay, Anafarta, & Sarva®13). Proponents of profitability
and firm performance point out that it is unlikehat a firm can be sustained without
profits being available for re-investment. Researsthave clearly spoken in favor of
innovation for higher firm performance in terms pfofitability and obtaining a
dominant position (Kalay, & Lynn, 2015). Profitabjyl measures a firm’s past ability to
generate returns thus growth. Growth can be coresida terms of net profit margins.

Despite this, there has been little agreement enréiationship between these two
measures. Gilbert et al (2006) are of the opinlwat there is scarce evidence between
growth and profitability. There are, however, sehmnsl who say that growth drives
profitability and vice-versa. They suggest thatr¢his a potential for a two way effect
whereby profits engender growth and growth engenfigure profits that allow firms to
enjoy increasing returns of scale and fast movevaw@ihges (Daviddson &
Fittzsimmons, 2009).

According to Shane (2009) the potential benefitemiepreneurship sparked academic
political interest leading many political players tevelop policies to promote
entrepreneurship. Most governments in developimgh@mies spend big amounts of
money to stimulate entrepreneurship (Acs et al 20di6nrekson and Sanaji (2014) are
of the opinion that a country’s proportion of GDErpcapita is negative and only

becomes positive in innovative and high growth emieneurship (Acs et al, 2016).
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Proponents to this opinion, further point out tteabe successful and stay in business,
profitability and growth are important and necegdar affirm to survive and remain
attractive to analysts and investors. Profitabiktyital for a firm’s long-term survival. A
company’s net profit is the revenue after all exggsnrelated to the manufacturing of
products and selling of products are deducted.itBrafe of primacy for any company
and may be the only source of capital in case stainvestors (Maverick, 2015). A
growth company generates significant cash flows @arthings and tends to have very
profitable reinvestment opportunities of its owmarneed earnings opting to put most if

not all its profits back into its expanding busséSanders 2010).

2.5.7 Sales

Sales revenue is the life blood of a business amdbe increased through innovation
management by involving consultants, training andcbing (Allen, 2014). The main
goal of leaders in firms is to maximize revenue #rat can only happen if increase in
sales will always continue (Fazli, Sam, & Hoshi@6,14). There is a close relationship
between research and development, sales ratioiandérformance (Holak, Parry, &
Song, 2017).Daviddson and Wiklund (2000) discussled various performance
measures and suggest growth of sales as the mpgttant one. It has been argued that
sales are highly suitable indicators across diffecenceptualizations of the firms. Sales
figures are relatively easy to obtain and reflemthbshort term and long term changes in
the firm (Delmar et al, 2003). In order to increas¢es small businesses need to present
value to customers, satisfied customers graduabed¢ome loyal customers (Wiseman,
2017), they advertise the firm to others throughdaaf mouth, thus increasing sales and

profits (Tamizhselven, 2010).

Superior financial performance can be representegrbfitability and sales growth

(Cho & Pucik, 2005). Demand and therefore sales wecursor of growth in other
indicators (Delmar 2003; Cho & Pucik, 2005). Custonsatisfaction increases the
willingness to pay and thus the value created leyctthmpany (Barney & Clark, 2007).
Researchers always assume that faster growth isaldkes This may however not be
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true. It is not always true that sales leads togtrmvth process. Delmar et al (2003)
notes that start-up and high technology firms magwg significantly before any
significant sales are made. Fast growing firms hexaessive strains on their resources
which can lead to underperformance. It is importantnaximize sustainable growth as
the goal of management.

2.5.8 Employee Growth

Employment has been considered a reliable indicafoperformance (Davidson &
Wiklund, 2000). Many studies dealing with fast gtbwf firms observe the distribution
of employment. This is motivated by the fact thatyoa few firms create majority of
employment. A firm is defined as fast growing idibubles its employment and creates
at least 5 jobs within 5 years (Bluerderl & Preseerfer, 2000).Most MSMEs normally
live to employ only up to a total of 6 employeegheir life time in developing countries
(Ressi, 2015). Due to high demand, firms may rexmore employees which may not
result in significant productivity (Damijan, Kostyv & Martija, 2011). If properly
implemented innovation management can reverse giigtion by inculcating an
innovative culture that empowers employees thropgbper modes of recruitment,
training and development and accommodating teamy{&ukani, 2013).

Another line of reasoning about employment baseadsues of growth applies for
resource-based and knowledge-based views of thes.fiMeasuring firm growth by
employment indicators reduces manipulation chalengbserved with financial
measures (Geroski & Mazzucato, 2002). Argumente lieeen offered that employment
is a much more direct indicator of organizationamplexity than sales, and may be
preferable if the focus of interest is on manadanglications of growth (Holtz &
Huber, 2009).

Obvious drawbacks of employment as a growth indicare that this measure is
affected by labor productivity increases, machirme fman substitute, degree of
integration and other make or buy decisions. Changdechnology may for instance
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lead to changes in employment (Spiezia & VivareR000). A firm can grow
considerably in output and assets without growth @mployment. Measuring
performance by employment growth can be difficatiugh, since this measure can be
affected by productivity changes, replacement opleyees with capital investments
and outsourcing of activities. As a result a firanancrease significantly without an

increase in employment (Delmar et al, 2003).

2.6The Research Gaps

Previous literature does not sufficiently explaire trelationship between innovation
management practices that should be combined torerssiccessful service in small
hotels, particularly those which are located in eleping countries (Tjosvold & Yu,
2007).Most of the small hotels face challenges thater them maturing into large
corporations some of which have not been propeitiressed. Scanty of literature exists
on innovation management and firm performance esibhedn developing countries
(Ali, Ullah & Khan 2016; Morris et al, 2006).Alsemphasis has been placed in seeking
the role played by innovation in manufacturing afidancialsectors ignoringthe
hospitality sector, due to their heterogeneity,séhesectors should be approached
differently (Gallouj & Savana, 2009; Beige et all3Q Thether 2005; Balan & Lindsay,
2010). This research therefore aims at filling thep in literature and looks at the
predictive role of innovation management in thefgenance of MSME hotels in

Nairobi, Kenya

2.7  Summary of the Literature Reviewed

This study has looked at the predictive role of owation management in the
performance of MSME Nairobi hotels. It has also radded the moderating role of
enterprise characteristics on innovation managensr on hotel performance.
According to many scholars IM is an important tool helping organizations

successfully compete in their surrounding and dle@paironment. This study has as a
result critically evaluated the existing theorigsimovation management, enterprise
characteristics and firm performance; it has comevith a conceptual framework and
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reviewed literature on mentioned independent, meddey and dependent variables. It
has also in the chapters that follow, analyzed datia a view to find out the predictive
role of the said IM variables, on MSME hotel penfi@ance in Nairobi
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction

This chapter discusses the research methodolotiyso$tudy. It describes the Research
design, target and accessible population, samfiarge and sampling techniques, data
collection methods, pilot study, data analysis pratedures of conducting the research

and arriving at the findings

3.2 Research design

This study has adopted an exploratory research adett collect data. Exploratory
research is defined as the initial research inhy@othetical or theoretical idea. This is
where a researcher has high levels of uncertaintyhe research subject. Most often,
exploratory research lays the initial groundwork fisture research (Kowalczyk, 2015).
The reason for this choice of design is that natyrstudies have been conducted in the

area of study more so in the hospitality sectoevmdoping countries.

The study has thus sought to investigate further phedictive role of innovation
management on the performance of micro, small amdium enterprise hotels in
Nairobi County in Kenya, combining both qualitati@ed quantitative research designs.
There is a strong suggestion within the researcmnuonity that complementary
research, both qualitative and quantitative shdadddnixed in research of many kinds
(Mason et al, 2010).The researcher collected araluaied the data from MSME
hoteliers in Nairobi Kenya to produce appropriasults, which were then generalized
to the hotel industry in Kenya. The use of a higttlyictured methodology and statistical

methods ensured that generalization was effective.

3.3 Target Population

A target population refers to a defined group alividuals or objects who are known to
share similar characteristics. The target Popratif this study constituted of al MSME

hotels in Kenya thiswas also referred to as thedagroup of scientific inquiry. It is the
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population on, which the researcher generalized d¢beclusions. The accessible
population is the sub set population of the tapggtulation.(Knight, 2014).1t constituted
the population on which the researcher appliedctirelusions and was made up of all

MSME hotels in Nairobi County in Kenya

3.4 Sampling Frame.

The accessible population in this study consisfeabproximately 1003MSME Nairobi
hotels. These were arrived at from a list of hotddtained from the ministry of tourism.
This sampling list was cleaned up through systesratndom sampling whereby every
third hotel was picked to arrive at a number of &8tels.

3.5 Sampling Techniques and lllustrations.

A sample size with finite correction of 100 hotedieand 100 customers
(30/100x334=100), was used as the accessible gapuldhis number represents about
30% of the total number of hotels in Nairobi, whistadequate to constitute a sample in
a study of this nature (Magady & Krebs, 2015).

It was expected that approximately 80% of the propo of the hotels were committed
to innovation management. To achieve 100% respatee250 (125*2) questionnaires,
(100/80 x 100=125) were distributed to give eveeyspn within the target population
through a known zero chance of selection (Mugend®ugenda, 2003). The results
obtained can then be applied to the accessiblelaiigpu and be generalized to the target

of this study
3.6Data collection Instruments

The researcher, choose a questionnaire as the rgritoal for data collection. A

questionnaire is a research instrument that gattets over a large sample, and its
objective is to translate the research objectivés specific questions and answers in
order to provide the data for hypothesis testinge Tesearcher administered two

questionnaires; the first one targeted the hoteliethile the second questionnaire was
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administered to the hotel customers in order toggatheir satisfaction level. This is
because Customer satisfaction normally goes hahdnd with innovativeness and firm
performance. Some items in the questionnaires \adepted from previous studies

while others were developed after a thorough rewoéiiterature.

The entrepreneur’s questionnaire was divided ihted parts; PART A captured the
name and contacts of the hotel, PART B looked atrfass and demographic data while
PART C constituted of questions using a five Likarale method and captured the three
main objectives of the study The customer’s quasiire constituted of two parts;
PART A looked at customer’s demographic data, WAART B sought hotel information
in the major area of the study. The two questiamsairom each hotel were then
attached together with an aim of comparing the acwust and hotel entrepreneurs’

results.

The studyadapteda pragmatism philosophy. This gbjgby advocates for the use of
mixed methods, method designs and qualitative amghtifative research (Saunders,
Lewis & Thornhill, 2012).Secondary and primary datere used. Secondary data
mainly consisted of books, internet, journals artitlas. Primary data constituted the
use of a questionnaire and interviews and aimeséd the predictive role of innovation

management in the performance of MSME hotels indtaiKenya.

3.7 Data Collection Procedure

Data collection was conducted after training theeaech assistants and pre testing the
questionnaires. The researcher also took note ridus ethical issues when collecting
data: The First ethical issue of concern for thesearch was that it sought to be
beneficial to the hoteliers and tried as much &assite to avoid any activity that could
be harmful to them. Emphasis was laid on maintgimespect, anonymity and secrecy
of the respondents and of the information that tpeyvided. To achieve this, the
researcher avoided the direct use of identity ef ltoteliers and hotels in which the
study was undertaken. A second ethical issue oteonwas to ensure that special
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precaution was provided to those respondents whe wensidered as vulnerable, for
instance the elderly and those with low literacillskin such instances, the researcher
read out the questionnaire and translated it ianguage that they could comprehend
and helped fill in the questionnaires as per th@vans provided by the respondents. A
final ethical issue of concern for this study wassideration of the busy work schedule
of the respondents. To deal with this challenge,résearcher tried as much as possible

to book appointments at the time of the respondeativenience.

Type of Variable Operationalization Measurements Used
Indicators
Dependent Firm performance: Profits, Three Likert point scale:

increase, constant and
Sales, and number of

decrease
employees.
Independent Innovation Management: Five point Likert scale:
Strongly disagree, disagree,
Market, process and
neutral, agree, and strongly
supplier )
PP disagree.
Moderating Enterprise characteristics: Yes or No

Legal status rating status

3.8Pilot Test.

Pilot studies are undertaken with an aim of engutirat the research instruments are
reliable in terms of getting rid of ambiguous arghstive questions. According to
Lancaster, Dod and Williamson (2010), for accuratthe instruments to be attained, a
pilot study should constitute of at least 1% and &the sample (Ruhiu, 2015). The
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sample size of this study being 100 would meanl@ ptudy of 5 questionnaires be
distributed to 5 entrepreneurs and 5 to custonteisare not within the current sample
visiting the hotels. These were representative ghda help edit the errors found in the
research instruments i.e. 5/100*100=5. This stoolyever opted to have a larger pilot
study sample population of 25 entrepreneurs andugsomers from Mombasa, Kenyan
hotels. The size of a pilot may range from 25- $00jects of the sample population
(Zeisal, 2006).

The aim of the pilot test was to check the religpf the instruments used in the study.
Cronbach Alpha helped in testing the researchunsnts for reliability, consistency
and validity (Cronbach, 1951). The questionnairesenthen revised on the bases of the
results of the pilot study to ensure accuracy awsiivity of the data collection tools.
Thishelped ensure that the burden of filling in tpgestionnaires was reduced for
respondents who participated in the study. A tofaBO indicators were subjected to
factor loadings and those items with less thann@re dropped. This was done to reduce
multi-co linearity whereby variables that are highbrrelated can be linearly predicted

from the others with a substantial degree of aayura

3.9DataPresentation and Analysis

Managers need information not raw data. Data aisaheps reduce accumulated data,
to a more manageable size, developing summariekinip for patterns, and applying
statistical techniques (Kothari 2007; Zeisal, 20@3)th qualitative and quantitative data
analysis methods assisted in data processing, d&arop qualitative techniques were;
descriptive statistics showing response rates, uéeqy distributions, means and
standard deviations of variables in the study. dpture these more vividly, tables were
prepared and averages and percentages determxusd.abd SPSS were software tools
that helped to more easily synthesis the data.f@lhewing three types of inferential
statistics were used in the study: Pearson coiwalatodel, multiple regression analysis
and hierarchical regression model.
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a. Pearson Correlation Model

Quantitative analysis contributes to precision toowledge and can make data
convincing to others (Zeisal, 2006). To test thestfithree hypothesis of the study
Pearson Correlation Model analysis was run to éstabwhether there is a linear
relationship between innovation management varsabée market, process and supplier
innovation management and hotel performance. When Gorrelation coefficient
approaches r = +1.00 or greater than r = + .80eiams there is a strong relationship or
high degree of relationship between the two vaesbWWhen the correlation coefficient
approaches r = - 1.0 or less than r = -.50 it méla@® is a strong negative relationship.
If r = zero it means that there is no relationdbgween the two variables and if r = .60
it means that there is a moderate relationship éetwhe two variables (Magady &
Krebs, 2015).

b. Multiple Regression Analysis

Multiple regression analysis sought to evaluate phmedictive role of innovation
management variables relationship between a seind#gpendent variables and a
dependent variable in this study; this refers twiration management variables (Market
(X1), process (X2) and supplier X3) and hotel perfance. The multiple regression
mathematical model that was used is as

Y- ot 1Xi+ 2Xot 3Xgte Bivariate regression analysis
Whereby:
Y -Hotel Performance
o = Constant
1 = Régression coefficients

X Innovation Management Dimensions of
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X1 = Market Innovations
X2 = Process Innovations
X3 = Supplier Innovations
e =Error term

c. Hierarchical Regression Model

Hierarchical multiple regression model helped datee the predictive moderationrole
of enterprise characteristics (legal status aniehgagtatus) on innovation management
variables (market. process and supplier) on firmfogpmance. A moderator is a third
variable (mostly one or a set of independent vée(glon which the main independent
variable and dependent variable are dependent andot function without. The

mathematical model for hierarchical regression rhizde

Y= o+ 2Xi+ 3Xs+e .... Hierarchical Regression analysis includihg t
Moderation variables
X4= Legal Status

Xs= Rating Status

The coefficient ; from the first equation is the total effect of radnle X on growth
without the moderating effect of hotel charactasst , is the effect of Xon hotel
performance following moderation. The moderatiofe@f was tested by using
calculating the Rchange and testing the P-value of the chabigeally a moderating
variable has a direct role on the relationship ketw independent and dependent
(Bommae, 2016).
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CHAPTER FOUR
RESEARCHFINDINGS, AND DISCUSSION

4.1 Introduction

This chapter presents interpretations and discassio empirical findings of data
collected in the course of the current study. Ttuelys objectives aimed at determining
the predictive role of innovation management vdestimarket, process and supplier) in
the performance of micro, small and medium (MSM&fels in Nairobi. The chapter is
organized into various categories which includegoese rate, pilot study test results,

respondent and hotel characteristics, analysistpreetation and discussion of results.
4.2 Sample Response Rate

Through a sampling formula, the study’s represar@asample was found to be 100.
According to Kothari (2004), a higher response mtews for generalizations to be
made on the study population. To achieve thiwasg estimated that approximately 80%
of the Nairobi hotels were implementing innovatiomanagement thus 250
questionnaires (100/80*100=125*2), were distributedensure 100% response rate.
This would ensure that all Nairobi hotels were welpresented, and that the results
could be relied on to draw conclusions not onlyNairobi County, but also in other
counties in Kenya as well. The respondents to thestipnnaires consisted of 48%
managers, supervisors 21%, team leaders 18%, téayerp 8%, 2% cashiers and
administrators 2% arriving to a total of 100 hoperticipants and 100 customers
randomly selected at each hotel. Reasons for ifferehttypes of respondents in the
decision making categories was that, they were omelsarge of the hotels at the time of
carrying out the study. Entrepreneurs had delegaiea with theauthority as they were

either too busy or not available.

Of these respondents, 32% were answerable to estreyrs, 31% to managers, 10% to
directors, 8% to general managers, 3% to superyiép to middle managers whilst 1%

was answerable to; team leaders, middle managgrshanagers and accountants. Other
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than respondents in decision making positions ir1@® hotels, 100 customer
respondents were also non-randomly intervieweds Helped in attaining firsthand
information from those receiving the service argbah ascertaining the authenticity of

information provided by hoteliers.
4.3 Pilot Study Results

Data collected from 25 pilot study questionnairessvanalyzed using SPSS. Cronbach
Alpha reliability statistics proved that the resulfrom the three IM variables
(constituting of ten items each) were reliable amwlld be administered to the
respondents to attain accurate information. Aseontexl in Table 4.1, the reliability
coefficient for market innovation management (MIM@as 0.793; process innovation
management (PIM): 0.729; supplier innovation manage (SIM): 0.921. The
acceptable Cronbach value is 0.7. (Sekeram, 2008¥cording to Nunnally and
Bernstein (2009), Cronbach Alpha is the most comyarsed method to test the
reliability of the proposed constructs (Ruhiu, 2015
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Table 4.1:Tests of Reliability Statistics

Innovation Management VariablesNo.ltemsCronbach’s
Market Innovation Management 10 0.793
Focus on customer needs.

Rarely emphasize customer needs.

Measure commitment to customers.

Rarely transmit information to customers.
Check/compare/share views of various market segment
Decisions are based on internal politics.

Innovative ideas arebased on market research.
Innovation is considered incommunication to cust@ne
Knowledgeofinnovations that customers reject.

No mechanisms in place to receive customer’s stiggss

Process Innovation Management 100.729

Support individuals/teams independence.

Best results achieved by independent teams.

Key team players are frequently transferred.

Rarely transmit information to customers.

Project teams choose recruits.

Management consultants set up new systems.

Teams are used efficiently even cross functionally.

Do not allocate resources to new systems developmen
Development process is dynamic

Supplier Innovation Management 100.921

Substandard suppliers.

Suppliers with innovative capabilities.
Supplierrelationships arebased on trust

Check views of supplier'swhenupgrading programs.
Decisions are based on internal politics.

Preference of suppliers with different ventures.
Innovative Ideas are derived from market research.
Supplier decisionsare based on customer needs.
Suppliers know whatinnovations customers reject.

Suppliers have highly advanced technology.
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4.4 Demographic Characteristics of Respondents
4.4.1 Level of experience of Hotel Respondents

As observed in Table 4.2, hotel respondents saitl ttiey had worked fora period of
between 2 to 20 years, with a mean work experi@icé years, in the Nairobi hotels
under study. The standard deviation of this was (2w4), indicating that majority of
the respondents work experience was very closeetoniean (7 years). Previous studies
have found that prior experience has a positivecefdbn the survival of firms. It is an
indicator that firms are familiar with, and have texposure to tackle problems related to
the industry. It is clear from this perspectivatthoteliers had the experience and could
be relied on to answer the questions presentdeeistudy.

Table 4.2: Descriptive Statistics of Level of Expéence of Hotel Respondents

N Minimum Maximum Mean Std. deviation

100 2 20 6.66300 2.74379

4.4.2 Age of Customer Respondents

The minimum age of customer respondents was 18ewhe maximum age was 65. A
high standard deviation of (10.04) indicated thaistrof the respondent’s ages were far
from the mean age (37),and constituted a combimaifoboth young and old. This is
illustrated in Table 4.3; this information was Viteformation for Nairobi hotel
entrepreneurs as they could use it to help fatlithem in market segmentation and
positioning their markets. Market segmentatiommgortant as it serves as a tool for
measuring the size of the market, and helps makisidas on whether to diversify or
discontinue a product or service line.For instandemographics segmentation
methodbased on the age of the consumers, showetthethdnoteliers either
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targetedtheyouth,between 18 to 30 years or thelglgeople, over 35 years as they

were noted to have conflicting needs.

Table 4.3: Descriptive Statistics of the Age custoen respondents

N Minimum Maximum Mean Std. deviation

100 18 65 36.9300 10.03957

4.4.3 Location of Customer Respondents

As seen in Figure 4.1, 30% of the customerrespdedmrinted out that they lived very
far from the Nairobihotels thatthey had visitedisfave the implication that they were
either local tourists living outside Nairobi Courdythat they were international tourists.
It can also be assumed that those who indicatddtbg did not come from far (19%)

and those that fell within the categories of betwbBkm and 60km (40%) giving a total

of 59% were likely to be locals residing in Nair@md its environs. The high number of
locals may be due to the fact that majority (70%dhe hotels under study fell within the

micro and small categories. As indicated in anieaection, in order to segment a
marketeffectively, Nairobihoteliers madeuse of oostr demographics, which other
than age, included race and culture of the markKéiey also used geographic
segmentation methods, which helped them understamdcustomersbackgrounds as

these helpedshape their needs and wants.
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Figure 4.1: Hotel’'s Location from Customers Home
4.4.4 Gender of Customer Respondents

It is also important to note from the study restitiat, the target markets that visited the
Nairobi hotels were made up of both male and femaile the majority being women
52% andmen being the minority 48%.This are illustlain Table 4.4. Nairobi hotel
entrepreneur’'sagain used demographic segmentadgedion gender to understand who
their target customers were. This enabled themt&endifferent market innovation
decisions based on the customer's gender. Womdarenees differed from those of
men. For instance women naturally had a tendendgkifig light beverages while men
generally preferred taking heavier drinks such asrball other things remaining
constant. Different results were however derivedeldaon other demographic factors

such as a person’s culture, age religion and etberdemographic factors.
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Table 4.4: Gender of Customer Respondents

Gender Percentage
Female 52

Male 48

Total 100

4.4.5 Marital Status of Customer Respondents

The majority of customers respondents of the Nainobels pointed out that they were
married (57%). Those who were single constitutedt®¥. This is an indicator that

market innovation management campaigns implememézd developed with a focus on
both the married and the single demographic caitegjowhich constituted the target
market. This is illustrated in Table 4.5.0ther dgmaphic questions entrepreneurs
seemed to ask in their market innovation decisiwese: had the customers visited the
hotel as singles, couples, and/or couples withdodil? If they visited as families, what
are the customer’s family life cycle stages, alk tinformation is critical for their

innovation management decisions.

Table 4.5: Marital Status of Customer Respondents

Marital status Percentage
Married 57
Single 43
Total 100
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4.5.1 Core Business Activities

The core activities of the Nairobi MSME hotelswaommodation 33%, dinning
31%, bar 28%, conferencing 24% and swimming pool 4%ese are shown in Table
4.6. Other minor activities constituted of gymsursas, pool tables, executive saloons
and gift shops among others.Diversification by Mearobi hotels was suggestive that
they were highly innovative. Previous studies pomit that diversification is an
indicator of innovativeness, development and coitipetess. As a business goes
through the different life cycle stages, it mustystommitted to improving its products
and services and undertake radicalinnovations. Ehisspecially the case during the
established and expansion phases when the busanessstiff competition.

Table 4.6:Core Business Activities

Activities Frequencies Percentages
Accommodation 96 33

Dining 92 31

Bar 40 14
Take-away over the bar 40 14
Swimming Pool 12 4
Conferencing 12 4

Total 292 100

4.5.2 Innovation is listed in an Employees Job Deaggtion
Despite the importance placed on innovation managérby scholars.(See literature

review of the study), majority of the hotels in Mdii, 64% had not listed innovation as

41



part of an employee’s job description. This is obed in Table 4.7.For Nairobi hotels to
be in a position to maintain a competitive advaetagis important that they encourage
an entrepreneurial culture whereby employees aengautonomy to come up with new
ideas. Lack of this can either be assign of ignoeaor a lack of commitment by MSME
Nairobi hotels to innovation management. It is clé#@m previous literature that
successful firms systematically promote innovatessnamong their employees. Such
firms provide employees with aworking culture taiows them to have some form of
control in experimentation and implementation ofndeas. A good example of this is
Google, which allows 30% of the employeesworkingetito be utilized in coming up
with innovations of these, 20% is spent on imprgvitheir current projects the
remaining 10 % is spent on coming up with new msjeAnother example is that of
Apple Inc. which has approximately 11 executivels.oAwhom are directly responsible
for innovations which have resulted into major lktbeoughs for the company (Johnson,
Li, Singer& Trinh, 2012).

4.5.3 Employees Received Training

Training is aimed at giving employees knowledgd)sknd attitudes to enable them to
be creative and receptive to changing customersagelobserved in Table 4.7, most of
the Nairobi hotels, 63% said that they trainedrtleenployees. Some of the hotels that
did not provide training pointed out that they ddesed it a waste of time and resources
because trained employees normally used their campe as a ticket to seek greener
pastures elsewhere. The hotels that trained tingriaees displayed a commitment to

engage employees in decision making, innovationcamdrol and hence performance.

4.5.4 Hotels have a Vision and Mission Statement

Majority of the hotels i.e. 67% said that they didt have a mission and a vision
statement. This is illustrated in Table 4.7. Visemd mission statements are vital tools
for every business as they help show where the o8es the business in the future and
the reason for its existence respectively. Thep figins in the positioning and branding
of their products/services. These enable an orgtiaiz to channel its resources and

decisions towards appropriate innovation/marketatsgies. To be successful, an
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organization must be able to occupy a clear antindisplace in the minds of its

customers. This must spell out what problem theyteiping consumers solve or the
benefits that customers will derive from using th@oducts/services. According to past
literature, if entrepreneurs are clear about theefies or problems that they are

providing or solving respectively, everything elgd easily fall into place.

4.5.5 Top Management’s Commitment to Innovation Maagement

Majority of the respondents of the Nairobi hote&5%) pointed out that the top
management was committed to innovation. As showiable 4.7. For innovation
management to yield positive results, everybodytha entire organization and in
particular the management should be highly comuhitteits planning, implementation
and evaluation. If the owners and top managers @mmmitted to innovation
management, they will put in place goals and objestthat will help them eliminate
unnecessary activities in the organization. Thiy tey can focus on what they have
mastery and pass on the value to consumers. THewlgo in a position to come up

with formal structures and resources which ard fatathe success of their innovations.

Table 4.7: Attitudes of Hotels to Innovation Managenent Issues

ltemYes No N

Innovation is listed in an employee’s joBB6 64 10C
description

Employees received training 64 36 10C
Your hotel has a vision and mission 33 67 10C
statement

Hotels commitment to innovation 87 13 10C
management
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4.5.6Types of Enterprise:

The majorityof the MSME Nairobi hotels were snm 48%, mediun30%, and micro
enterprises 22%his is can beobserved in Figure 4.Zhe performance of these hot
seemed to be generalbyofitablewith a total score of 15/40 aradmean score 011/40.

Not many of the hotel performancfell around the measome of the hotels performec
lot poorer while othe experienced a lot higher performanc@sother point wortt
noting was that 20% of tthotels in the small category perfaethwell,thus a total of
50% of the hotelscored ovel9/40This was lower than expected majority of the
hotels (80%)laimed the they hadmplemented innovation management. Accordin
most studies innovation management is highly rdlate firm performancelLow

performance may have been due to |implementation of IM anthsecurity and trave

advisories that werkacing Kenyeduring the time frame of this study.

——
I
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Figure 4.2: Types of enterpris
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4.5.7 Legal Status

The majority of the hotels under study were solepgetorships 53%, followed by
partnerships40%, and corporations7%. It is alsottwapting that 34% of the hotels
were family owned businesses. This can be obsenvédble 4.8. It was noted from the
results that small proprietorships performed betten partnerships. However, itis
highly advisable that hotels in the partnership egaty graduate and
becomecorporations so as to fully enjoy the legahdiits that result from such an

experience.
4.5.8 Age of the Hotels

Entrepreneurs of the Nairobi hotels said that thaye operated their businesses for
periods of between 4 to 54 years. A high standandation (10.88078) indicated that
most hotel entrepreneurs fell very far from the mg¥) and thus had either been in the
said business a lot less or a lot longer than Zifsyélhis can be interpreted as a good
sign, many years of experience in the same tra@dm isdicator of specialization and

hence improved skill and decision making abilitighss is if the business is growing

Table 4.8: Legal Status of the Hotels

Type of enterprise Percentage
Sole Proprietorship 39
Partnership 53

Limited Company 7

Not for Profit 1

Total 100
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4.5.9Hotel Rating

Quite a number of the hotels i.e. 80% were not terd, while 20% were star rated.
This is illustrated in Table 4.9. Of the20% staedahotels, 3 of them were one star’s, 2
were two stars, 11 were three stars while 4 werg &iar hotels. Hotel rating is

sometimes viewed as an indicator of high perforreattus has however been met with
mixed dispositions by previous studies who point that hotels that are not rated
sometimes perform better than their star rated toparts. This was the case in this
study whereby lower performances were noted by sofribe star rated hotels. The
reason for this may have been insecurity and tradelsories meted on Kenya during
the time frame of this study fell.

Table 4.9: Hotel Rating of the MSME Nairobi Hotels

Star Ranking Percentage
Yes 20

No 80

Total 100

4.6 The predictive Role of Innovation Management asth Performance of Hotels in

Nairobi

Many scholars and theorists of innovation managénsech as Joseph Schumpeter
(1934) have pointed out that innovation managemsnpositively linked to firm
performance enterprises (Surani, 2013). Researdtdavelopment and innovations are
highly influential to the growth of firms. Variouscademicians of innovation
management have shown that technological and gm@emiented factors have replaced
conventional methods as key drivers of growth (Boweal 2010; Cincoz & Akdoguns
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2011).According to Artz et al (2010) and Varis dndunnen (2010), in these times of
increased levels of competition and shortened mdycles the ability of firms to
generate innovations may be more important for gpeiformance and success than ever

before (Karlson & Tavassoli, 2015).

This study has therefore distinguished betweenraseats of innovation management
variables; i.e. market, process and supplier innomamanagement. To prove whether
hypothesis arrived at by previous studies are stppdy the current study; analysis and
interpretation of data on the three main studyaldes were carried out. It should be
noted that in the sections that follow market, psscand supplier innovations are used

interchangeably with X1, X2 and X3 respectively.

4.7 The Predictive Role of Marketing InnovationManagement and the
performance ofMSME Hotels in Nairobi

The predictive role of market innovation and hqefformance was measured using ten
items; these were presented to respondents onegpbint Likert scale. Out of these
items a composite variable was created by takiegriean of the items to form the first
main study variable, in this case the X1 variablée coefficient of Cronbach alpha for
the ten items was 0.97@hich is considered an acceptable coefficient beediLis well
above the required threshold of 0.7. Table 4.18qnts the percentages of the responses,
for all the ten items, majority of the hotels (ov)%), showed a sense of commitment
to market innovation management. Most of the heteli80% believed that satisfied
customers become loyal customers over time leadimgproved business performance.
Fifty six percent of the hoteliers also pointed thdt they measured their commitment
to customers. Over 70% of the hoteliersalso sadl ey carried out research and that
they used modern technology such as the interngirtamunicatewith consumers. Sixty
nine percent also pointed out that they had platfoon, which customers could easily

air their views.
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These results have been supported by previousest&dir instance Pofeldt (2015) is of
the opinion that micro enterprises that are owngdnlividuals are becoming more
innovative. This is as a result of the internet,iohhallows entrepreneurs to reach a
global market quickly and cheaply. Another Schaldro supports this point of view
points out that improved firm performance has mabgen as a result of the ability of

hoteliers to communicate directly to customersulgtothe use of mobile phones.

Table 4.10: Statements on Market Innovation Manageent and Hotel Performance

Percentages/100

Sb D N A SA

1. Our integrated business goal is to satisfy the sieefdl our 7 8 5 20 60
customers

2. We rarely embrace a culture that places emphasibasing 54 21 7 10 8
product changes to customer needs

3. We constantly measure our level of commitment tor oW 10 5 22 56
customers.

4. Our firm rarely transmits information about its goets or 56 19 5 13 7
services to consumers.

5. We check, compare and share the different viewsasfous 10 10 5 25 50
segments of our market with an aim to satisfy them.

6. Decisions made in our organization aim at satigfyinternal 56 23 5 7 9
politics and not on satisfying our customers.

7. A huge number of ideas generated from market rekedrives 10 9 6 19 56
innovation of our company.

8. Our firm does not take innovation into account @ntion it 57 14 9 9 11
in our communication with our customers

9. We have knowledge about innovations customerstrejec 11 9 10 14 56

10. We have no mechanisms through which customers danthair 48 19 7 10 16

complaints/suggestions.

Key: SA= Strongly Agree  N=Neutral D=Disage A=Agree  SD=Strongly Disagree

Descriptive analysis in Table 4.13 shows that mahyhe hoteliers supported market
innovation management. Overall, they said that #grged (4) in implementing market

innovation management (5-1=4). The mean of those whre engaged in MIs was a
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rounded off figure of 3, which indicates that thegre neutral about market innovations
with a low standard deviation of 1.53 meaning that many of them were neutral to
market innovations. Majority of them either agremddisagreed to implement market

innovation management.

A significant linear relationship exists betweenrked innovation management and
performance of hotels (r=0.452, P<0.001). A claeedr relationship between market
innovation and customer responses (r=0.653, P<p.@@% also observed. Hence the
null hypothesis that there is no relationship betwmarket innovation management and
the performance of hotels in Nairobi was rejecldus is illustrated in Table 4.14.Many

previous studies are in support of this point @wiand suggest that market innovation

management is highly related to organizationalgrerance.

According to Abel (2008), to survive, firms have ctwice but to offer bold innovations
that are completely out of theordinary. Bold inniimas are practically difficult to
implement in terms of resources and expertise ttiet require. However, they are the
only hope to a diminishing customer base in todayseasingly competitive global
economy.The marketing concept gives the servigr flre ability to stay ahead of its
competitors through new market offerings (Coopedl12 Victorino et al, 2005).
Empirical research by Apple Inc. (2012) is of a tcary opinion, they point out that
customers rarely know what they want. It is therefitne work of entrepreneurs to figure
this out and communicate the benefits of the prtdinat they have produced to them.

4.8 The Predictive Role of Process Innovation Mana&gnent and the Performance
MSMEHotels in Nairobi

In the second category of innovation managementthe predictive role of process

innovation management and hotel performance, rekpua were issued with ten items
on a five point Likert scale. 1 being 'strongly atisee’, 2 being 'disagree, 3 being
'neutral’, 4 being 'agree' and 5 being 'stronghg@lg These items were consolidated by

calculating their mean to form the X2 variable. T¢wefficient Cronbach alpha for
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process innovations (0.855),this was well above rdgpiired threshold of 0.7. This

proved that the research instruments used in ¢wiedata were reliable.

The percentages of X2 responses by the Nairobishate shown in Table 4.11. From
this table, it is clear that 59% of the hotels wiersupport of individual and team effort.
Team players were allowed to stick with a projectilut was successful. Sixty eight
percent of the managers said that team playergglaycrucial role in coming up with
entrepreneurial opportunities. Also 69% of the mtsaid that they involved
consultantswhendevelopingnew systems. Most of #spanses on the items given
showed an above moderate commitment by hoteligosottess innovation management.
This is highly supported by other studies some bfctv point out that for process
innovation management to be successful, entrepremsust change the culture of the
organization so that it is supportive of the innoMa management process. Effective
teams, use of experts, training of employees andwsother changes are necessary for
the success of innovations. Processes should bandgnand should be undertaken

through collaborative teamwork interaction (HoegP&rbuteeah 2007; Serani, 2013).
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Table 4.11: Statements on Process Innovation Managent and

Hotel Performance

erBentages /100
SD D N ASA SA

1. We Support individual/team 10 12 20 1742 42
2. Believe that best results occur in autonomy 9 11 26 18 36 36
3. Team members are frequently transferred. 15 31 37 611 11
4. The management Identify opportunities. 4 22 5 52
5. Project teams do not recruit and selecting new team 24 24 1431 31

members.
6. Management consultants are involved in new systems.18 14 8 951 51
7. We use teams efficiently within  but not crosd7 25 29 920 20

functionally
8.  Our firm does not allocate resources for new system 47 14 9 1416 16
9. Most people leading innovation have no passion abadb3 12 11 814 14

the idea.
10. Our development process is systematically planned. 10 10 11 960 60

Key: SA=Strongly Agree N=Neutral D=Disagree A=Agre8D=Strongly

Disagree

Descriptive analysis in Table 4.13 shows that mahyoteliers were in support of

process innovation management. Overall, they $atlthey agreed (4) in implementing

process innovation management (5-1=4). The meamhasfe who engaged Pls was a

rounded off figure of 3 which indicates that thegres neutral about market innovations

with a low standard deviation of 0.98 an indicatat not many of them were neutral to

process innovations and either agreed or disagoette said innovations.

Pearson Correlation Model showed a significanttiatahip existed between process
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innovations (X2) and hotel performance (YE) (r=&p3<0.001). A close linear
relationship also existed between process innowsitémd customer responses (r=0.788,
P<0.001). A negative null hypothesis that therends relationship between process
innovations management and performance of hoteldainobi was, therefore, rejected.
This can be observed in Table 4.14. These resuitshighly supported by previous
studies, which indicate that process innovation agament is closely related to
organizational performance. Process innovationg imeteducing mistakes, and increase
speed, requiring fewer employees to complete thk weerefore enhancing efficiency
(Roberts, 2007). According to Birkinshaw et al. @0 Bugelman et al. (2004) and
Daniels (2004), in recent time’s interest has eliffrom steady process innovations to
discontinuous and disruptive ones (Bessant,2008. darlier are incremental in nature
while the later are radical. Overdorf (2000) psiwoiut that if a firm is interested in
experiencing growth above the industry in the dlmrg term, it must take both

incremental and radical innovations seriously (Mglain et al., 2005b).

For process innovation management to be effectingepreneurs must adopt a culture
that encourages innovation management. This iscegdlyeevidenced by the efficiency
brought about by lean methods of production (Bes2@@8; Roberts 2007; OECD Oslo
Manual, 2005). Process innovation management, edgerred to as a new set of
practices is aimed at improving customer satiséagtit involves both organizational
and technological changes (Segalas et al., 2010)pésitive change, Entrepreneurs in
the hotel industry must combine both technical mow-technical innovations.

4.9The Predictive Role of Supplier Innovation Managemet and the Performance
ofMSME Hotels in Nairobi

In the thirdcategory of innovation management thee predictive role of supplier
innovation management and hotel performance, rekpus were issued with ten
statements presented on a five point Likert schlbeing 'strongly disagree’, 2 being
'disagree, 3 being 'neutral’, 4 being 'agree' anbemg 'strongly agree'. The ten

statements were merged together by calculatingr than, to form the supplier
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innovation or X3 variable. The coefficient Cronbhadpha for supplier innovations (X3)
was calculated and found to be 0.967; this is datép as it is well above the required
threshold of 0.7.

The percentages of the various responses on tteengats in Table 4.12 were observed.
The results of the study showed that over 70% efhibtels selected suppliers according
to their capabilities, had access to supplier daeasured the level of commitment of
their suppliers and worked very hard not to brdak trust and commitment of their
suppliers. Over sixty percent of them also poiraatithat they involved their suppliers
in the projects that they undertook, preferreddaldavith suppliers who were committed
to innovation and used automated systems. Frone thesponses to the statements, a
good sense of commitment by the hotels to supplieovation management (SIM) is

noted.

Scholars are in support of the results of thisstaidd point out those hoteliers should
show a high level of trust and commitment to tteippliers in order to benefit from

long term partnerships that result into mutual fien& both parties. It is also important
that hoteliers have access to supplier data asalykis will make them conversant with
the kind of inventory suppliers have,theycan thasrba position to mitigate risks, and
take advantage ofopportunities available.One go@angle is of Apple Inc. they at one
time faced challenges with their key LCD screenp$ieps from Korea who threatened
to withdrawtheir services the reason was that these not benefiting from trading with

Apple (Johnson, Li, Singer& Trinh 2012).

53



Table 4.12: Statements on supplier innovation managnent and hotel performance

Percentages/100
SD D N A SA
1. Our company makes use of sstandard suppliers 65 6 11 7 11
2. Suppliers are selected according to their capaslit 9 7 11 10 63
3. We constantly measure our level of commitment to oli0 9 10 11 60
suppliers.
4. Our firm does not base its relationship to supplien 60 14 6 12 8

trust and commitment.

5. We do check different views of various suppliershia 7 10 20 10 53

market before improving programs.

6. Decisions made in our organization aim at satigfyir60 11 9 12 8

internal politics and not on satisfying our custosne

7. Our firm prefers suppliers who are engaged in cifi¢ 6 19 22 20 23
ventures at the same time.

8. Our firm does not base its logistics on the intégra 48 10 14 12 10

of suppliers according to customer needs.

9. Our firm prefers to deal with suppliers who havé4 12 14 13 7
information about customer innovations.

10. Our firm does not deal with suppliers who have high58 9 8 11 14

advanced technology

Key: SA= Strongly Agree  N=Neutral D=Disage A=Agree SD=Strongly Disagree

Descriptive analysis in Table 4.13 shows that mahyoteliers were in support of
supplier innovation management. Overall, they #aad they agreed (4) in implementing

supplier innovation management (5-1=4). The meatho$e who engaged Sls was a
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rounded off figure of 3 which indicates that thegres neutral about supplier innovations
with a low standard deviation of 1.54 an indicdtat not many of them were neutral to

process innovations and either agreed or disagcetie said innovations.

Table 4.13: Descriptive Statistics on Innovation Maagement Variables

ltem N Minimum Maximum Mean Std. deviation

X1 100 1 5 3.447 1.53
X2 100 1 5 3.423 0.98
X3 100 1 5 2.877 1.54

Market, process and supplier innovation management

A significant relationship was found to exist beémeX3 and hotel performance
(r=0.515, P<0.001). A close linear relationshipwestn X3 and customer responses was
also observed(r=0.804, P<0.001). A negative nulpdtlyesis that there was no
relationship between SIM and performance of MSMBEelsoin Nairobi was thus
rejected. This can be observed in Table 4.14. Bxssipported by previous studies which
point out that suppliers provide knowledge and nebdbgy transfer, these together with
long term relationships between them and the fithed they serve are seen as key
reasons to success (Lambert & Cooper, 2000). Fhasinnovatively manage their
supply sources have higher levels of cooperatiomfthem (Einshardt & Martin, 2000).
Supplier activities that are collaborative helpbmilding good relations which prompt
the supplier to share innovative ideas with itstaoners. A situation of mistrust on the
other hand would translate to poor relations witpmiers. In supplier innovation
management the focus of the firm is to minimizetgoower pricing and improve
quality (Cox, 2007). Suppliers provide an essergitkernal source of knowledge and

technology transfer (Lambert & Cooper, 2000).
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Table 4.14: Correlation Analysis BetweenIM and HotePerformance

Pearson Correlation Significance

IM variables and hotel performance(Ye)

Market innovation management (X1) 0.452** 0.000
Process innovation management (X2) 0.555**  0.000
Supplier Innovation Management (X3) 0.515**  0.000

Innovations management (IM) variables and custoregponse (YC)

Market Innovation management (X1)  0.653** 0.000

Process innovation management (X2) 0.788** 0.000

Supplier innovation management (X3)  0.804** 0.000
Total 100

**Correlation is significant at the 0.01 level (2-tailed)

4.10 Growth Index of Nairobi MSME Hotels

Growth or performance indicators used for the Isotelthe study were sales, employees,
capital expenditure and profits. These were cagtin@m between the periods 2010 to
2014. During the pilot study the researcher expegd difficulties in establishing these
amounts in figures, due to the sensitive naturéh data, most of the respondents
reacted with a lot of hostility to financial dafehis was countered in the final phase of
the study, by assuring the hotel respondents thahdirect approach was going tobe
used in collecting all data. In most cases theaedents still seemed skeptical;hence he
researcher went a step further by promising thpomdents utmost confidentiality of
data collected. A less direct approach in whichikeit scale of three levels i.e.:

Increased (2), constant (1) and decreased (3) ugs@ to capture performance data. The
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data was then computed and categorized into a assulecolumn and an increased
column for the hotels over the years. The diffeeeatthe data in the two columns was

then calculated in order to arrive at the totaehperformance (YE).

Descriptive analysis in Table 4.15, shows thathbeels experienced an overall neutral
performance of 15, which was calculated from thaltondex maximum of 40 and a
total index minimum of 25 (40-25=15). From the fi&sit can be observed that overall
the hotels were making profits. The mean of thel ggrformance was found to be a
rounded off figure of 11, with a high standard @an of 11.59 meaning that not many
of the hotel performances fell on or near the mgarfiormance. Of these hotels 22, had
their performance falling between the indexes dd #® 4 (micro), 48 had their
performance falling between the indexes 5 to 23a(Brmand 30 hotels had their
performance falling between the indexes 25 to 468djom).Approximately 20% percent
of the hotels in the small category performed weller 9/40) index. This means that
overall 50% of the hotels achieved an above avepmgtrmance. This performance
was not in line with the expectations of this studty had been estimated that
approximately 80% of the Nairobi hotels had impleted innovation management.
According to previous research there is an importatationship between innovation

management and organizational performance.

It is however, worth noting that during the periofithis study (2010-2014), Kenya,
wasexperiencing a high degree of insecurity, foddwy heavy travel advisories that
were meted on the country by itsmost attractivesbudtestinations. Though security
measures were undertaken half way into the stinytravel advisories were only lifted
approaching the end of the period being observatisstudy. In line with this, it was
also worth noting that the sales of the Nairobiel®showed remarkable improvements
when security measures were put in place and tedsbories finally lifted during the
late 2012 and mid 2014 respectively. This is amncetdr that despite the challenges that
they faced, most of the Nairobi hotel entreprenevese determinedand hopeful.Also,
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hadthe study been carried out during a period ahafcy the situation would have been
different, with approximately 80% of the Nairobi tels experiencing a good

performance.

Table 4.15: Descriptive Statistics on Profits madby Hotels

N Minimum Maximum Mean Std. deviation

100 25 40 6.66300 2.74379

Profits were calculated from data collected frontehers from a three Likert scale
guestionnaire on the following items: number of toosers, number of sales, and
number of employees, capital, and hotel expendifline results are illustrated in Table
4.16

Table 4. 16 : Performance of MSME hotels in NairohiKenya

Percentages/100

Increased Constant Decreased
Number of customers 43% 38% 19%
Number of sales 50% 35% 15%
Number of Employees 45% 25% 30%
Hotels capital 40% 22% 38%
Hotels Expenditure 60% 10% 20%
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4.11Testing the Conceptual Model
4.11.1 Regression Analysis.

Since VIF was greater than 10, this was an indictitat some of the market, process
and supplier innovation managementitems were higblyelated. Factor analysis was
undertaken to filter out the highly correlated iseand the independent variables were
recomputed.The main hypothesis of the studywas ttested using the multiple
regression analysis process as follows:Market, ggocand supplier innovation
management accounted for 36% goodness of fits Trdicated that the three IM
variables jointly caused a 36% variation tothe gloaf the Nairobi hotels and that the
results of the model could only be wrong by 10%ma&éad error of the estimate. this is
illustrated in Table 4.17. This results indicatattmnovation management variable made
a 36 % contribution to hotels in Nairobi the reniagn54% was as a result of other
factors. This is supported by literature which p®iaut the linkage between innovation
management and firm performance is quite evidemhfpast and present documentation
and is regarded as a critical element for attairuginess growth and differential

advantage (Suramani, 2013).

Table 4.17: Model Summary of Innovation Managemenand Hotel Performance

Model R R Square Adjusted R Square Std. Error ef th
Estimate
A .598 .358 .338 9.78924

a. Predictors: (Constant), X3, X1, X2

A significant predictive rolewas found to exist Wween market, proccess and supplier
innovation variables and firm performance (F=17,7B%0.001), hence we reject the
null hypothesis that the model has no explanatorygr. This can be observed in Table

4.18. These results are supported by precious estudiheoretical literature clearly
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suggests that innovation management plays a dritiba as a key determinant of firm
growth, According to Artz et al (2010) and Varigddattunnen (2010), in these times of
increased levels of competition and shortened mdycles the ability of firms to
generate innovations may be more important for gp@iformance and success than ever

before (Karlson & Tavassoli, 2015).

Table 4.18: Regression Model Innovation Management

Model Summary

Sum of Squares  df Mean Square F Sig.
Regression 5110.850 3 1703.617 17.757 .000
Residual 9210.190 96 95.939
Total 14321.040 99

1. Regression Predictors: Market, Process and Suppl Innovation management

Hoi: There is no significant predictive role betweearket innovation management and

the performance of MSME hotels in Nairobi.

A significant predictive role (t=6.28, P<0.001) wésund to exist between market
innovation management and hotel performance. Th#icent model predicted that for

a 1 unit increase in market innovationmanagemeoitel hperformance increased by
6.299 holding all other units (process and supph@ovation) constant. This can be
observed in Table 4.19. These results are highbpatied by literature, marketing is

responsible for sales and hence the earnings dfubimess. Customers are not alike in
profitability (VanRaaijet et al, 2003). To achiewhe desired positive results an

organization must undertake research and focus @peaific target market(Kotler
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&Keller, 2012).Apple Inc. the most competitive coamy in the world (Forbes, 2017),
targets the middle and upper class markets asareyble to pay a little more for a
better user experience. They are able to appgadple from of all ages, demographics
and industries because of their impressive techMtineoughs (Johnson, Li, Singer, &
Trinh, 2012).

Markets have become saturated and competitorstarg to survive within a market

that is no longer growing. According to Abel (2008nder such circumstances, firms
have no choice but to offer bold market innovatidhat are completely out of the
ordinary. These will help solve customers’ problearsl provide them with insane
experiences previously unknown to them (Cooperl2Qdore recently companies have
been using social media market intelligence to ower on market innovation

management. This has also led to improved undelistgrof customer unbiased needs

hence improved firm performance (Grym, 2010).

Ho,: There is no significant predictive role betweeagess innovation management and

the performance of MSME hotels in Nairobi

The second objective looked at the predictive wil@rocess innovation management
and the performance of MSME hotels in Nairobi. Asstrated in Table 4.19, there was
a close relationship (t=3.530, P<.001) betweertwlrevariables. For a 1 unit increase in
process innovation management, hotel performaraeased by 3.530 holding all other
units constant. Hence the null hypothesis thaktieno significant relationship between
X2 and performance of MSME Nairobi hotels did notchgood. This study has highly
been supported by various scholars of innovationagament. According to Birkinshaw
et al (2004); Bugelman et al (2004); and Daniel30&), in recent time’s interest has
been shown not only on steady process innovatiansatso on discontinuous and

disruptive ones (Bessant 2008 and Cooper 2011).
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Bessant et al (2006) are of the opinion that swfok®rganizations are those that
generally undertake evolutionary changes in thaiocgsses. Process innovation
management can be intended to decrease unit dgatsduction or delivery, to decrease
price and increase quality or to produce or delimew or significantly improved
products (OECD Oslo Manual, 2005). If properly iemplented, process innovations
help in reducing mistakes, and increase speedrieguess employees to complete the
work, thus greater efficiencies and improved cusiorand employee satisfaction
(Roberts, 2007).

Hos: There is no significant predictive role betweeampmier innovation management

and the performance of MSME hotels in Nairobi

The third objective focused on the predictive rofesupplier innovation management
and hotel performance. It was observed from thdysisain Table 4.19 that there was a
negative relationship (t=0.590, P>0.001) betweegwpber innovation management and
hotel performance. Therefore the hypothesis thatetlis no significant predictive role
byX3 and the performance of MSME hotels in Nairbbids good. These results are
collaborated by previous studies. In supplier irat@an management the focus of the
firm is to minimize costs. Good relations with slipgs would mean lower pricing and
quality raw materials, leading to increased perfomoe (Cox, 2007). Suppliers provide
an essential external source of knowledge and tdofy transfer. Results depend on
relationships between firms and their suppliersx{bart & Cooper,2000).

According to apple Inc. (2012), Apple has been kmavorldwide as being superior in
its supply innovation management. According toAnaual Supply Chain (2010), ARM

research ranked Apple top place in a list of redmtl manufacturing heavy weights
(Johnson, Li, Singer& Trinh 2012) Apple has beeteccias the most competitive

company in the world (Forbes, 2017) in terms olugalThese results go to prove that
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supplier innovation management goes hand in hattdperformance.

Table 4.19: Regression Analysis onlM variables andHotel Performance

Coefficients

Model B Std. Beta T Sig. Tolerance VIF
Error

(Constant) 11.388 .998 11.415 .000

Process 3.540 1.003 .292 3.530 .001 1.000 1.000

Market 6.299 1.003 .519 6.282 .000 1.000 1.000

Supplier  .591 1.003 .049 0.590  .557 1.000 1.000

Performance of Nairobi hotels
4.11.2 Hierarchical Regression Analysis

Hypothesis 4 There is no significant predictive moderation rdby enterprise

characteristics on innovation management variadmheison hotel performance.

This section looks at the moderating role by emisepcharacteristics. Graphs were
drawn to determine the moderating role of EC onviMiables. Models were also used
to confirm the results of the graphs. Legal stang ratingstatus wereused as the
dichotomies on each innovation management variahlenarket (X1), process (X2) and
supplier (X3) and on hotel performance.X1* Z, X24Ad X3*Z interaction was created
and hierarchical regression model fitted. For exang the hypothesis, legal status
constituted of Z1 while rating status as Z2.Gragive a rough idea of the moderation
effect between variables. If the lines on the graph parallel, there is no moderation
effect. If the lines on the graph cross the modemats likely to be significant. The
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actual results can be confirmed using the heiraathiegression model.As shown in
figure 4.3, market innovation management and lstatls the curves are parallelto one
another. This is an indicator that there is likiel\oe no moderation effect by legal status
on market innovation management and on firm perfmue. Since the change iff R
when the moderation variable is added as a predstoot significant, we observe that
the moderator is not a significant predictor. Wiies interaction term was added, there

was no significant change (change?r 0.001, P = 0.672).

this implies that legal status has no significardderation effect on the relationship
between market innovation management and hotebmeaince. This is illustrated in
Table 4.20. This is supported by various studieglwvbuggest that firms do not have to
be sole proprietorships for their market innovagido succeed. Various scholars are of
the opinion that incorporated firms grow fastemthenincorporated firms (Demirgue et
al, 2006). Independent firms are more flexible velasrfirms affiliated with a group have

access to different resources such as financebamdn resources to perform better.

Figure 4.3: The predictive moderating role of legaktatus on market innovationand

on the performance of Nairobi MSME hotels.
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As shown in gure 4.4, process innovation management and kgals the curves a
crossed to one another. This is an indicator thextetis likely to be a moderation effi
by legal status omproces innovation management and firm performance. Sine
change in R2 when thmoderation variable is addes a predictor is not significant, v
observe that the moderator is not a significantigter. However, vhen the interactio

term was added, there wa significant change (change in R2 =410P<0.001). This
implies that legal status ha significant moderation effect on the relationshgivieeen
processnnovation management and hotel prmance. This is illustrated irable 4.20.

The implication of thigesultsis that for process innovations to be successgy thusi
be soleproprietorships This has been met with mixed dispositions by salsol&or
process innovation management to be effective, staéf members of the vious

disciplines must work together as a teMembers shouldneet and give suggestions

how to improve or come up with new products andises (Surar, 2013 this may not
be practical in a sole proprietors. Decker et al (2014) point out that sowned firms
are more dynamic than employing firms are and offeow to become the larg

enterprises of today (Stephanie & E, 2014).
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Figure 4.4: The predictive moderating role of legal status on market innovatiorand

on the performance ofNairobi MSME hotels.
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As shown in Figure 4.5, X3 and legal status, thevesiare parallel to one another. This
is an indicator that there is nomoderation effgctdgal status on X3 management and
on firm performance. Since the change in R2 whemtbderation variable is added as a
predictor is not significant, we observe that thederator is not a significant predictor.
When the interaction term was added, there wadgmfisant change (change in R2 =
0.019, P = 0.094). This implies that legal statas ho significant moderation effect on
the relationship between supplier innovation maneggeg and hotel performance. This is
illustrated in Table 4.20. The results of the stuohgply that forsupply innovation
management to succeed, the firm in question doebawe to be a sole proprietorship.
This has been met with mixed reactions from sclol&@espite the fact that sole
proprietorships do not have the resources necesgaryun a business, modern
technology has made it easier and cheaper for tleemccess various stakeholders.
Grabher (2004) and Guile (2012) point out that tgwaents in mobile technology have
majorly contributed to the increasing success amgviy of sole proprietorship firms.
This is because it allows firms to work virtualljten with temporary projects tailor

made to suit the unique needs of the consumer (3pin2014).
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Figure 4.5: The predictive moderating role of legal status on supplier innovatin management anc

on the performance of Nairobi MSME fotels.

As shown in kgure 4.6, market innovation management and ratatus the curves a
crossed to one another. This is an indicator taioderation effect by rating status
market innovation management and on firm perforreaisclikely to be <gnificant.

Since the change in R2 when the moderation varisbledded as a predictor is r
significant, we observe that the moderator is nsigaificant predictor. However, whe
the interaction term was added, there was a sggmfichange (change R2 = 0.046, P
<0.00). This implies that rating status ha significant moderation effect on tl
relationship between market innovation managemeudt lzotel performance. This

illustrated in table £20.this implies that for market innovation manager to be
successful the company in stion must not be star ratedhi$ hasbeen received

differently by various scholarA research conducted by the Forbes magazine irdi
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that the best hotels in Kenya for the global magketthe star rated ones rbes travel
guide, 2016)Another perspective from a different scholar ig higher star rating is ne

necessarily a good indicator of hotel quality (Bpeti a, 2000).
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Figure 4.6: The predictive moderating role of rating status onMarket innovation

on the performance of Nairobi MSME hotels

As shown in kgure 4.7, process innovation management and rstatus th curves are
crossed to onanother. This is an indicator that re is likely to be anoderation effec
by rating status oproces innovation management and on firm perform:i. Since the
change in R2 when the moderation variable is addea predictor is not significant, \
observe that the moderator is not a significantigter. However, when the interacti
term wasadded, there weno significant change (change in R2 =G20P = 0.557). This
implies that rating status has no significant matenrole on the relationship betwet
processnnovation management and hotel performancis is illustrated in able 4.20.
This implies that for process innovation managentefite successful the firm in revie

does not have to be naated. As observedarlier hotels can be successful or not de:
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Figure 4.7: The Predictive Moderating role of rating status on process innovabn

management and on the performance of Nairobi MSME btels

The predictive maderating role of rating status on supplier innmramanagement and
MSME hotelsperformance of Nairobi was ccked.Supplieninnovatior management
and ratingstatus curve are parallel to on@another. This is an indicator that there
likely to be no moderation effect by rating staturs supplier innovation managemt
and on firm performance. Since the change2 when the moderation variable is ad
as a predictor is not significant, we observe ti&t moderator is not a significe
predictor. However, when the interaction term waslesl, there was no significe
change (change in R2 = 0.002, P = 0.936). Tmplies that rating status has
significant moderation effect on the relationshigtvieen supplier innovatic

management and hotel permance. This is illustrated in Table 4.Ahese results impl
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that for supplier innovation management to be sssfaé the firm in review does not
have to be non-rated. As observed earlier hoteisbeasuccessful or not despite their

star rating and the market that they serve.
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Table 4.20: Testing the Predictive Moderating Rol®f Enterprise Characteristics on IM Variables and MSME
Hotel Performance

Model Sig. F

R R Square R Square change  Change
X1

458 .210 .210 .000
X1/z1

488 .235 .025 .077
X1/Z1/X1*71

486 .236 .001 672
X2

566 .320 .320 .000
X2/z1

566 321 .001 754
X2/Z1/X2*Z1

.60Z .362 .041 .014
X3

580" .336 .336 .000
X3/z1

582 .339 .003 519
X3/Z1/X3*Z1

598 .358 .019 .094
X1

A58 .210 .210 .000
X1/z2

458 .210 .000 .872
X1/Z2/X1*Z2

.506° .256 .046 .017
X2

566 .320 .320 .000
X2/Z2

579 .330 .010 .225
X2/Z2/X2*72

577 .333 .002 557
X3

580 .336 .336 .000
X3/22

587 .344 .008 .276
X3/Z2/X3*Z2

587 .344 .000 .936

a.Predictors: (Constant), X1/X2/X3

b.Predictors: (Constant),X1/X2/X3,/(legal status; ating status);
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4.12 Discussion

Descriptive and inferential statistics were rurmptocess the data. Descriptive statistics
constituted of means, frequencies, percentages séamadard deviations. Inferential
statistics constituted of Pearson correlation aiglymultiple regression analysis and

hierarchical regression analysis.

The three major variables of concern in this studye: market, process and supplier
innovation management, and their relationship vatehperformance. As notedfrom
the study, the hotels, that implementedeither of three forms of innovation
management,experienced a change in performancsedPeaprrelation model results
showed that each of the three variables showedyrafisant linear relationship with
hotel performance: market(r=0.452, P<0.001), preef.555, P<0.001) and supplier
innovations (r=0.515, P<0.001). This meant thathange in performance whether
positive or negative, was noted whenever eithehe$e three innovation management

variables were implementedby the Nairobi hotels.

Multiple regression analysis resultsfurther reveatlleat market, process and supplier
innovation management accounted for 36% variationotel performance.The results
further showed that there was a significant refetiop between these variables under
study and hotel performance (F=17.757, P<0.001yak also observed that of the three
forms of innovation management, market innovationanagement(t=6.282,
P<0.001)was the most important contributor towandgel performance, followed by
process innovation management (t=3.530, P<0.00tpirtrast, however, no important
relationship was found to exist between supplieroration management and hotel
performance (t=0.590, P>0.05).

As mentioned previously, the first innovation magmgnt variable under study was on
the predictive role of market innovation managensrd hotel performance. Over 70%

of the Nairobi hotels showed a sense of commitrteentarket innovation management.
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Among the variables that were used to assess markeivation management
were;ability to identify, and have good knowleddecastomer needs, having goals, a
corporate culture and coming up with innovationst tivere focused onsatisfying
customer needs, communicationabout innovations ustomers through the use of

technology, and the ability to measure customesfaation among others.

Hotels, whichsaid that they werecommitted to marketovation management,fell
within all three categories i.e. micro, small anddium. It was, however, observed that
the hotels which had the resources to carry ogaret, come up with formal marketing
programs, and make use of technology to help thewlenstand customer needs
performed a lot better than those that did nott@usrs who visited such hotels pointed
out that they were able to access information aboarn, make their bookings and pass
back positive or negative feedback online.Thisighly supported by literature (Hong
2015; Pofelt, 2015).

A good example of such hotels, was a non-star rateel located on Langata Road, a
three and a four star hotel, both of which wereted on the Central Business District
and on the Thika highway respectively. Thesefigdihave been supported by previous
studies.Scholars who are in support of this opinipaint out thatresults may be
achieved quickly, slowly or not at all dependingtba strength of the growth aspirations
and growth enabling factors such as managemenbitiéypamarket opportunities and
organizational resources (Blundel & Hingley, 20Chrisman et al 2004; Grymn, 2010).

Many of the micro and small hotels which had exgered a negative performance 5/40
and below) pointed out that they did not have #sources with which to implement
more formalized marketing programs or online comitation systems. They relied
more on face to face communication and their dievére made up of a few repeat and
new customers. Such hotels said that they werelynsurviving and were hoping for

the best. A good example of this was a hoteltktan the Park Road area, another one
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located onAccra Road and yet another one locateth@buruma Road.These results
are in line with the expectations of this study g@nevious studies. According to Dessel
(2005), Alverez and Barney (2008), Saunders (20itB)ovations are becoming
important in today’s world, which is becoming insefy competitive. Only those firms
which are able to invent themselves again and agath thus gain new competitive

advantages will be able to survive in the long run.

However, there were some random cases where samls fadich used traditional more
entrepreneurial methods said that they had manegeapture a loyal local market that
proved promising. Examples of these, were two Bpt@he on Tom Mboya Street and
another on Bujumpura Road which fitted this desip These entrepreneurs said that
they were consistent and persistent in their comaoation to customers. They worked
hard with an aim of ensuring that they understood met the needs of their customers
within their means or resource capabilities. Acaagdo them satisfied customers more
often than not, found their way back and henceotaof attention was given to
understanding their needs and keeping them satisheés is supported by some studies,
which have linked high firm growth to during thesti four years and five to eight years
(Kotler & Keller, 2012; Littunnen & Tohmo, 2003;Dialvist & Davidsson, 2000).

The second variable looked at the predictive rélprocess innovation management and
hotel performance. Quite a number of hotels (Ove#op stated that they were
committed to process innovation management. Thialhas that were used to measure
process innovation management were; autonomy ofloyegs, commitment to new
opportunities, employee ability to recruit new memd) ability to make use of experts
and come up with new systems, allocation of ressuror development of more
efficient systems, skilled and passionate employemaeng others. Process innovation
management appeared even more complex to implerieam market innovation
management. Some of the hotels that proved to beessful in this, were the more
resourceful and endowed Nairobi hotels. They aimmedoming up with improved
methods of production. According to them, theseewaitially costly to set up, but

ended up in enhancing efficiency in the long rumtigh economies of scale.
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A good example of these, were two hotels, onethad lwcated onLenana Road and
another on Bishop Road. The management pointethatithey had plans of putting up
solar panels to help save on electricity and a egarilom which they would grow
groceries that would beused in their kitchens retspaly.Scholars, however, differ in
opinion about this, Coad (2009) and Surani (201dnted out that larger firms have
higher rates of survival and may have the benaBociated with economies of scale,
on the other hand, Grilches and Klette (2000) hbé&lopinion that the growth of a firm

is determined by its innovativeness and not bgiie or age.

Supporting this second point of view, also, wemeuanber of small hotels which used
economies of scale in an affordable waywith an afattractingthe local market. Food

and drink were mass produced through better systims decreasing the per unit costs.
Also competent employees were recruited and traimgkd an aim of ensuring tasty

meals and higher quality services. An exampleuochsa hotel was one that was located
on Tom Mboya Street. By observation it was easglidhat customers enjoyed being in
this hotel, one customer pointed out that he fedt the food was tasty and affordable

and that the service was excellent.

Another almost similar example was of a hotel thats located near the Odeon
Cinemawhereby one cutomer commented that he peef¢ortravel all the way from up
town to this down town hotel as he felt that iisfegd his needs. Yet another hotel was
one that was located on the Ronald Ngara streenming to some of the customers,
this hotel always seemed to be packed to capataty and night which was an indicator
that it met the needs of consumers. Many other Ishiatkels were found to have
implented this strategy in order to succeed. It wakeed not surprising to find that
process innovation management contributed the sebighest to performance after

market innovation management.

Due to the initial costs of setting up new procestigere were, however, quite a number
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of hotels, which said that they did not undertakaecpss innovation management. One of
the hotels that was located on River Road pointgdtivat they were unable to make
room for such investments. Another such micro hotelMunyu Roadalso mentioned
that it did not undertake such radical changeshaset did not benefit the hotel.The
manager of the said hotel pointed out for instaheg they did not train their employees
as this only served to enpower them to seek grgeamstures else where. Another hotel
on Accra Road also pointed out that any chang#seitnotel processes was an eye brow
raiser from cutomers who felt that the burden gbgng said innovations would finally
be passed on to them in the form of increasedngidt was clear from this study results
that, the success of process innovation managemest mainly due to the

innovativeness of the Nairobi hotels than as alre$age or size of the hotel.

The third and last variable of innovation manageimeas on the predictive role of
supplier innovation management and hotel performaAcbig number of the hotels
(over 70% ) showed commitment to supplier innovatrnanagement. Variables that
were used to measure supplier innovation managememne: use of skilled and
innovative suppliers, commitment and trust towasdgpliers, listening to the suppliers
point of view, supplier data analysis, preferenmesiuppliers who have diverse abilities
such as information about customer needs and ateédnsystems. Many resource
endowed hotels said that they were keen on whom shppliers were, and had formal
methods through which they selected them. One duotel thatsaid this, was
locatedonForest Road, another hotel of this caldas located in the Westlands area and
yet anotherwas located on the Sheikh Karume Stréetel located on the Tenth Street,
in particular pointed out that it felt that it waasccessful in innovatively managing its
supplier base. According to them,suppliers had egalong way in contributing to
theexellent performance of their hotel, by givihgrm products on credit for short term
periods. They also had networked systems, whicpedethem communicate certain
important information,such as stock replenishinghiir suppliers and that they had all
the data that needed about their suppliers.Thigelethe hotel to be proactive and make

use of lean methods of production and avoid incuewces caused by shortages,
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wastage of space, and lack of proper or poor quiditentory. It also helped it to take

advantage of opportunities and carb itself agaisks.

A substantial number of hotels, however, one ofclwhivas located on Tom Mboya
Street, another on Bujumpura Road and yet anothat was located on Park
Road,pointed out that the management were not &eeaelecting suppliers according to
their capabilities, their choice was based morénternal politics. This often led to sub
standard and expensive supplies. There were als® sbar rated hotels that did not
perform well despite implementing supplier innowatimanagement, some of these
included a three star on Taveta Road, and a oneistthe CBD. There were however
two cases of star rated hotels who pointed outttiet performance remained constant
despite implementing supplier innovation managentieese were both three star rated
hotels there located on the CBD and on Munyu avdinge hotels that invested in
supplier innovation management generally did ngeeence an important contribution
to their performances. These results were notn@ Wwith what was expected from the
study, neither are they in line with what was ad\at in previous study results (Rizza,
2015).The reasons for this may have been; pooremehtation, travel advisories that
were meted on Kenya in the course of the studyoderret another reason may have
been that suppliers are an external factor ancditeliers may not have much control
over their behaviour (Johnson, Li, Singer& Trinl®12). The entrepreneur’s innovative
abilities and their ability to enjoy a personal ctbumay have enabled them to discover
new ideas and maintain long term relations with pfeps. Supplier innovation
management if well executed helps reduce costd Saaobi hotels are likely to focus
on local customers who benefit from low pricing aahlity products resulting from

supplier innovation management efficiency.

The current study had hypothesized that marketpcgss and supplier innovation
management play a major predictive role in hotefqueance. To test this hypothesis
the multiple regression model of the form Y o+ X3+ X+ 3X3te was fitted to the
data. From the study results, this was translated s a
Ye=11.388+6.299x%+3.540%+0.591X% where: X=market, X=process, X=supplier

77



innovation management. The figures when interpretesnt that market innovation
management contributed the most to hotel perforema®m@99, followed by process
innovation management 3.540. However, supplier vation management did not

contribute positively to the growth of the Nairdimtels.

The fourth objective looked at the predictive madielg role of enterprise
characteristics (EC) on innovation management bbesaand on hotel performance. In
the first case legal status, results revealed hbtdls, whichengaged either of the three
innovation variables when observed jointly withdegtatus, experienced an increase in
performance. This increase was due to the addltistrength contributed by the
moderating variable. From these results, it waardleat sole proprietorships performed
better than partnerships. There was a moderatida by legal status on the
processinnovation management variable and hotdlonpesince. Legal status, had
however no moderation role on the market or suppii@ovation management variables
and hotel performance. According to these restlits,meant that it was a must for the
hotels to be sole proprietorships in order forrtipencess innovation management efforts

to be successful. This was however not the castaéoother two variables.

On issues that are related to legal ownership,lachof various studies show mixed
dispositions. Some point out that individual owrfeths perform better than grouped
owned firms; this is because of the personalizésht@ibn that they are able to provide
and their flexibility in decision making thus magirthem more innovative. Other
scholars argue differently saying that availabildy resources may enhance group
owned firms ability to better manage their innogas than individually owned hotels
(Hueli, 2015). Yet another school of thought istod view that ownership has no effect

on firm performance (La Porta et al, 2000).

In the second case; rating status and IM varialaledose relationship was observed to
exist between the first two innovation managemeariables i.e. market and process
innovation management, and hotel performance. Tloeease in performance was

associated by the strength contributed by the nadidey variable in this case, non-rated.
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This meant that hotels that were not rated perfdrbedter if they implemented process
and market innovation management. There was, hayweeelose relationship between

hotel rating, supplier innovation management artélmerformance.

A moderating role was found to exist by rating s$adn market innovation management
and hotel performance. No moderating role by ratiamys andon the last two IM

variables (process and supplier innovation manag8nand hotel performance was

found to exist. This when translated meant thatHotels that implemented market

innovation management to succeed they had to belmrige non-rated category. It is

normally assumed that star rated hotels perforeb#tat non-rated ones (Forbes 2016,
Narangajavana & Hu 2008; UNWTO, 2014).Accordinditerature, however, this may

not necessarily be the case. Some low categoriatgishhave sometimes been found to
perform better than their star rated counterparith wion-rated hotels sometimes

offering even better innovations than rated haf8fsain et al, 2000).According to Spain
et al (2000) higher star rating is not necessarigpod indicator of hotel quality.

Of these hotels 22, had their performance fallimjwieen the indexes of -25 to 4
(micro), 48 had their performance falling betweba tndexes 5 to 23 (small) and 30
hotels had their performance falling between theexes 25 to 40 (medium).
Approximately 20% percent of the hotels in the dnsategory performed well (over
9/40) index. This means that overall 50% of theelsotachieved an above average
performance. The mean performance was below avefdgé0), however, it is clear
from the results that most of the performancesfélfrom the mean. From figures that
were providedearlier in the study, it was obsertred approximately 80% of the hotels
in Nairobi pointed out that they implemented inniioa management. From the
performance results it can be noted that 22% ohttels performed very poorly (-25/40
to 4/40) and are most likely in the 20% categofyhotels that did not implement
innovation management. However, it can also bedtitat another 30% of the Nairobi
hotels which belonged in the small category did mainage to break even. This may
have been as a result of poor execution methodsokation management by the said

hotels as the majority of the hotels that impleradnihnovation management (50%)
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experienced a good performance. Also as mentiomedqusly the poor results may
have been due to insecurity, and travel advisaites were meted on Kenya in the
course of this study. Had this study been undentakeing a time of normalcy about
80% of the hotels would have most probably expeedna good performance. Hence
this study supports, the theory that, innovatiomaggement and hotel performance are

positively related.

This study is supported by past and present doctatiem which suggest that there is a
linkage between innovation management and firmgperdnce (Karlson & Tavassoli
2015, Artz et al 2010; Klomp et al, 2001). Innowvatimanagement is regarded as a
critical element for attaining business growth alifierential advantage. Researchers
have clearly spoken in favor of innovation for hegliirm performance without, which it
can lead to the demise of a business. Innovationagement refers to seeking novel
ways of doing business, looking for introductionnefv and differentiated products and
services with an aim to gain marketing and econdoeicefits such as higher profits,
market-share and sustainable competitive advan(®tgererick 2015, Surani 2013;
Marchese, 2009).
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction

This chapter summarized statistical analysis aridrpnetation of the data collected.
Results of the findings were then compared with ieog) and theoretical literature that
are available in the area of study. Conclusions @wmbmmendations related to the

objectives and hypothesis of the study were finaftyved at.

5.2 Summary of the Findings

The study sought to look at the predictive roleimfiovation management in the
performance of MSME hotels in Nairobi, Kenya. Thady specifically explored the

predictive role of market, process and suppliepvation management in MSME hotel
performance. Theoretical and empirical literatuneveed that the three variables were
key contributors to the performance of MSMEs inhbaleveloped and developing
economies all over the world. However due to latkesources and support IM has not
yielded high returns in developing economies. Entee characteristics i.e. legal status,
age and hotel rating were also taken up with anddidetermining their moderating role
on innovation management variables and on firmgoerédnce. The study respondents
included hotel owners and customers of MSME hatelsairobi. Out of a population of

334 respondents, a sample size of 100 hoteliersl@fAdcustomers were interviewed.
The stated hypothesis i.e. IM variables and ECadeis guided the structure of the

findings as follows:

Objective 1: The Predictive Role of Market Innovaton Management and MSME
HotelPerformance in Nairobi, Kenya.

The study findings indicated that market innovatioranagement (MIM) plays a
significant role in the performance of MSME Nairdiatels. It was clear from the study
results that the majority of the hotels (over 70%gre highly committed to MIM.
Market innovation management variables constitubédidentification of customer

needs, branding,creating an innovation that focusedustomerneeds. It also aimed at
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communicating regularly using online technologiesl aneasuring the level of success
in meeting customer needs. From the results ostilny it was found that an important
relationship was found to exist between market wation management, and hotel
performance,i.e. every 1 unit increase in markebwation resulted in a 6.29 increase in
hotel performance. The translation of these figwras that the Nairobi hoteliers, who
implemented market innovation management, showbiyjlzer performance compared

to those that did not. This was in line with whatsaexpected of the study.

Market innovation management plays an importargé nelorganizational performance.
It aims at addressing customer needs and hencegifgirabout satisfaction of the

customer. The most competitive companies in theldvare fully aware of customer

preferences and develop products that are in liite varget market needs. Most
customers have no idea what they want it is ufv¢ocompany in question to find this
out, build products and communicate the benefitthe products to the consumers.
Customers are not alike in profitability it is teére important that a company identifies
who their target customers are and brand theirymisdaccordingly. Innovation plays an
important role in the marketing concept becausgvies the service firm the ability to

stay ahead of its competitors through new markieriofgs and modern communication

systems.

Objective 2: The Predictive Role of Process Innovain Management in
thePerformance of MSME Hotels in Nairobi Kenya.

Respondents showed a moderate commitment to progesgtions. This was based on
their (over 60%) responses to ten statements pedvanh the said innovation variable.
Process innovation management refers to a gameimphahich firms focus on coming
up with an organizational culture that encouragesgss innovation management. This
includes teamwork, training and lean methods ofipction. This form of restructuring
will encourage economies of scale and hence dfiftgiecaused by a reduction in

mistakes and wastes, hence enhancing producttistomer satisfaction and company
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image.

An important relationship was found to exist betwgeocess innovation management
(PIM) and Nairobi hotel performance. Results intkdathat the Nairobi hotels which

embraced PIM, experienced significant improvementsheir performance. Process
innovation management made the second highestilwatndn to hotel performance

(t=3.530, P<0.001)i.e. every 1 unit increase incpss innovation resulted in a 3.530
increase in hotel performance. This meant that dbaihotel participants who used
process innovation management showed a more rebiangarformance than hotels that
did not. This is in line with the hypothesis of ghstudy. If properly implemented,

process innovation management helps in increaspepd in production systems,
reducing mistakes, hence greater efficiencies amgraved customer and employee

satisfaction, improved company image and hencepeégnce.

Objective 3: The Predictive Role of Supplier innovdon management in the
Performance of MSME Hotels in Nairobi Kenya.

The study’s findings indicated that supplier inniima management was related to
hotelperformance albeit negatively. Supplier innmrananagement wasseen as the
effort that was made by the Nairobi hotels to geipdiers who met their expectations
through their capability and mutual relationshipbey were also ready to let hoteliers
access their data and to make use of automatedher systems to allow proper
communication between the two companies. This edeanh enabling environment for
the successful implementation of lean methods ofgetion such as just in time,
continuous improvement and cell. Results from eéh&repreneur’s statements on this
variable revealed that (over 70%) of the hoteldNairobi were committed to supplier
innovation management. Despite this commitmentgood relationship was found to
exist between supplier innovation management andneance of hotels in Nairobi. As
mentioned in a previous section, market innovati@magement contributed the most to
Nairobi hotel performance, followed by process watmn management; however in
contrast, no positive contributions were found &awdnbeen made by supplier innovation
management(t=0.590, P>0.05).
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This meant that the Nairobi hotel participants wised supplier innovation management
generally showed a lower performance in comparisothose hotels that did not. The
results are not in line with what was expected ftbmstudy, neither are they supported
by previous study results. Firms that innovativelgnage their supply sources have
higher prospects of cooperation with their suppliesatisfaction on supplier

performance leading to transfer of ideas and retlymecing of raw materials. In

supplier innovation management the focus of thm fis to minimize costs and hence

efficiency this benefit is then passed on to custianin the form of reduced pricing.

The poor performance results by Nairobi hotels Whicused on supplier innovation
management may have been as a result of poor iselectnaintenance and
implementation of supplier innovation managememgoAsuccessful implementation of
supplier innovation management depends on long tetationships between firms and
their suppliers. Hence, for Nairobi hotels to beccassful in supplier innovation
management, they must have the necessary skitlls, amd measurements which, must
also be in line with the needs of their targetcomsis. Also the study took place during

aperiod of travel advisories in Kenya; this maydauapacted the hotels negatively.

Objective 4: Moderating Role of Enterprise Characteistics on Innovation
ManagementVariables and Performance of MSME Hotelgn Nairobi Kenya.

In the first case, legal status, sole propriet@shiere generally found to experience a
better performance than partnerships. This mayugetd the entrepreneurial nature of
many sole owners, and personal recognition foresgof the firm. On the other hand
firms that are in groups such as corporations nae imore resources, which may work

positively for their growth.

In the second case, although it is generally thotigdt rated hotels perform better due
to the high standards thatthey are required to taaift was not the case in this study,
whereby non star rated hotels were found to habetter performance. The reason for

this may have been insecurity and travel advisarieted on Kenya by its major tourist
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destinations which occurred during part of the tinaene of thisstudy. Many of the rated
hotels depend on international tourists who formirtimain target market. Non rated
hotels have sometimes been said to perform béider tated hotels as star rating is not

necessarily tied to good performance.

Each of the three innovation management variabkes assessed on its own, and then
jointly with each of the enterprise characteris{iEE) used in the study, i.e. legal status
and hotel rating. Results revealed that hotelschdngaged in market, process and
supplier innovation management, showed a variatigperformance. The performance
variation of those hotels that engaged in market @rmcess innovation management
jointlylegal status and rating status, were muchéigthan when they were assessed
alone. The increase in variation was due to thditiadal strength provided by the
enterprise characteristic variables. However, #raeswas not true ofsupplier innovation
management when assessed jointly with thelegatstatd with rating status there was a

declinein performance.

A moderation role was found to existonly in tweses i.e. by legal status on process
innovation management and hotel performance, anchtihg status on market
innovation management and hotel performance. Tiesnt thatprocess innovation
mangement worked positively only with hotels thetre sole proprietorships. The
reason for this, may have been that the said hb&ale higher entrepreneurial capability
and recognition of the owners efforts.

Also market innovation management was found to week only with non-rated hotels.
The reason for this may have been the personahteticch non-rated hotels are able to
provide in their informal set ups. Also the aimmérket innovation management is to
address customer needs, which can be highly bedét most MSME hotels. It was
thus observed that despite the fact that most E@ablas had a significantly good

relationship with innovation management variabled hotel performance, very fewof
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them had a moderating role on IM variables andatellperformance.

5.3Conclusions

Objective 1: There was no predictive role by marketnnovation management on
MSME Nairobi hotel performance.

Market innovation management was found to haveaanificant predictive role on
MSME hotel performance. Of the three IM objectivastanked first in terms of its
contributions. However it was clear from the resuliat some hotels, which said that
they had implemented X1 did not perform well megrtimat there must have been some
restraining factors for this. On the other hancdigmce may have caused various hotels

to overlook and hence not implement X1.

Objective 2 There was no significant predictive ra@ by process innovation

management on hotel performance in Nairobi.

The null hypothesis was rejected yet again, X2 rdomied the second most to hotel
performance of hotels after X1. It cannot, howeber,ignored that many of the hotels
that said that they had implemented X2 had perfdrpmorly this may have been as a
result of the ground work needed for proper impletagon to take place. There were
case scenarios where hoteliers pointed out thag thd not see the benefits of
implementing X2, worse still were those who saidttih was a total waste of time and

resources.

Objective 3: There was no significant predictive ree by supplier innovation

management on hotel performance in Nairobi.

In the third specific objective, it was found frdtre results that there was no significant
predictive role by supplier innovation managememtl &otel performance. This may
have been due to poor implementation ofX3by hateles those who implemented

yielded negative results. This is not supportedother studies as there is a generally

86



firm believe that supplier innovation managemens h@een found to contribute

positively to firm performance if it is well impleanted.

Objective 4: There was no significant predictive mderating role by Enterprise
characteristics (legal status and star rating) on MME hotel performance in

Nairobi.

Fourthly, the objective of the study suggested thatedictive moderation role existed
between enterprise characteristics and on innavatariables and hotel performance.
The prediction was not supported by the study teseMcept in two out of six cases.
Questions to be asked in this regard were, shoatdl$ adopt sole ownership or be
group owned to attain success; should they beratad or not in order for them to
succeed. The answer to the questions depends obetiefits that entrepreneurs are

ready and able to exploit.

5.4Recommendations

Objective 1:There was no predictive role by marketnnovation management on

MSME Nairobi hotel performance.

The researcher recommends in the first object@emarket innovation management,
that hoteliers should bein a position to identifydastay focused to specific target
market/sfor instance lower or upper class categoeteetera. This can be helpful in
enabling them to properly stay focused in theimpotons and in brandingthemselves.
They can make use of specificslogans directed te #pecified tastes and
communicateservice content in a way that will catirggn to find a unique place in the
minds of their consumers. Recruitment, maintenanmed development of
competentemployees will also go a long way in mgjghem regenerate themselves and

enhance their ability in coming up with modern teallogical systems.

Objective 2 There was no significant predictive ra@ by process innovation

management on hotel performance in Nairobi.
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On the second objective i.e. process innovationagament; the right leader ship style
that involves individuals and teams is paramounprocess innovation management
success. This will help create strong organizatiandtures, teamwork, forums for
training, finance, research and development and tmmmercial innovation that will
help improve the systems at the work place. Furdldeantages of this will be methods
of production in use will encourage economies @les@nd hence bring about reduced

costs and mistakes and hence pricing.

Objective 3: There was no significant predictive ree by supplier innovation

management on hotel performance in Nairobi.

As far as the third objective is concernedi.e. s@ppgnnovation management, the
researcher recommends that, MSME Nairobi hotelsildhselect suppliers who have
innovation capability, who make use of automatestesys and who give them liberty to
access their data. Entrepreneurs should involveplsup in the projects that they

undertake. This will bring about transparency honesd trust and hence stronger
bonds from which entrepreneurs will stand to beén&jpeedy and right inventory made
possible through automated replenishing will seovémprove efficiency through lean

methods of production in particular just in timellcand continuous improvement. It
will also help them mitigate risks and take advgataf opportunities that arise in the

event of their collaboration.

Objective 4: There was no significant predictive mderating role by Enterprise
characteristics (legal status and star rating) on MME hotel performance in
Nairobi.

The study finally recommends that MSME hotels tharkrepreneurially. Sole owned
hotels usually allow for an environment that is @ocive to creating new ideas. Despite
the advantages of the sole owned firms it is, h@wstilladvisable forNairobi hotels to
strive to graduate into corporations or group owfigds so as to enjoy benefits that
might accrue from such an experience. These malydacexpertise and financial

resources and legal benefits. Similar patternslikety to apply if they evolved from
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non-rated to star rated categories to grant theenathility to compete in a global

economy.

5.5 Suggestions for Further Research

This study concentrated mostly on market, procadssapplier innovation management.
Further research can be undertaken on various otlgpes of innovation

managementvariables suchas; technological, prodeet,organization, new sources of
finance, lobbying with the government to mentiont lau few.There is need for
collaboration by the government of Kenya, largetetand Nairobi MSME hotels so
that this is made practically beneficial througltubators, training, marketing and

finance.

Different dimensions, growth measures and methddiata collection and analysiscan
also be used in future for purposes of forming carapve bench marks. Future research
can for instance be organized in such a way asdk the opinions of employees of the
Nairobi hotels. Employees are likely to be lessséihthan hoteliers, and hence may
provide more reliable information as they hold arenoeutral position on sensitive
aspects affecting the hotel. Comparative studiesatsobe undertaken to compare the
difference in performance between hotels that imgleted innovation management and
those that did not do so. In many cases, wherepadsons are carried out in
innovation, results arrived at are mostly conffigti This will help detect authenticity of

results and help map the way forward.

Also the government and academic institutions sh@a a step further by linking the
course content, learning activities and researdbligations directly to MSME, hotel

challenges, all will benefit from them. Academigawill get jobs, entrepreneurs will
gain a wealth of resources made possible througditige mindsand the government will
earn revenues. The government has already comethpvery good policies to guide

such efforts, proper implementation and coordimatibthe same is, however, lacking.
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APPENDICES
APPENDIX 1: ENTREPRENEUR/ MANAGER'’'S QUESTIONNAIRE.

PART A
Name of your hotel:

Location:

Contact:

Would you like a copy of the research findings?

PART B(Please answer all guestions)

I. Business and Personal data

1. How many years have you worked in this particulatel?

2. Are you the owner/manager of this hotel?

Yes () No ]

3. If you are not the owner/manager, would you pledescribe the position you

hold in your hotel

4. Reporting to what job title:

5. What are the areas of activity in this particulaotet? (tick wherever
appropriate)

Bar

Dining

Take-away separate bottle shop

Take-away over the bar

Accommodation

000 0 ou

Swimming pool

Other activities (Specify)

6. Is your hotel a family business?

Yes ) No )
7. What is the legal status of your hotel? Sole-petprship
Partnership L[ }ed company ()
Other (Specify)

108



8. Is your hotel rated as a star hotel? Y( Jo ()
9. If so what is its classification (tick wherever appriate).

a. One Star

b. Two Star

c. Three Star

d. Four Star

e. Five Star

10.What is the number of years your hotel has be@peération?

11. Answer the following questions about your hoteksfprmance in the table provided:

YEAR Number of | Number of | % sales growth?| Hotel's capital? Hotel's

employees? customers? expenditure?

2010

2011

2012

2013

2014

Il Innovation management

i. Does your company have a:
a. Mission statement  YesN_ ) ()
b. Vision statement Yes [ JNo ()
ii.  What are some of the different innovations thatryoampany engages?
(Tick wherever appropriate).
a. Market innovations
b. Process innovations
c. Product innovations
d. Others?
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indicate

iii. How does your company spot innovation opporturitiesdicate

iv. Do you have a specific segment of customers that tgyget (tick
wherever appropriate).
a. Young
b. Adults
c. Families
d. Corporate/s
e. Others.

v. Whois involved in the innovation process? Indicate

vi.  Who do they report to? (Tick wherever appropriate).
a. Top managers
b. Middle managers
c. Operational managers
d. Others

vii. How do you decide on how much money is spent onnanvation?

Indicate

viii.  Are innovations(tick wherever appropriate).
a. Radical
b. Dynamic
ix. Is innovation listed in an employee’s job descap® (Tick wherever
appropriate).
Yes (] No ()
x. Do employees receive any specific form of training

Yes( ] No (]

If so what kind of training?

xi. Do top managers play a critical role crucial invirg innovations?
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(Tickwherever appropriate).

No (] Yes( )

Market Innovation Management

To what extent do you agree or disagree with thlevitng statements about managers
in your hotel. 1=(SD) Strongly Disagree, 2=(D) @je=e, 3=(N)Neutral, 4(A)Agree,
5=(SD)Strongly Agree

1.| Our integrated business goal is to satisfy the seefl our

customers ] [ ] [ ][ ] [ ]

2.| We rarely embrace a culture that places emphastsmer needs.

3.| We constantly measure our level of commitment toaustomers.

4.| Our firm rarely transmits information about its gusts or [

services to consumers. ] [ ] [ ] [ ]

5.| We check, compare and share the different viewssasfous
segments of our market. ] [ ] [ ][ ][ ]

6.| Decisions made in our organization aim at satigfyinternal

politics and not on satisfying our customers. [ ][ ] [ ] [ ] [ ]

7.] A huge number of ideas generated from market reBedrives

innovation of our company. [ ][ ] [ ] [ ]m

8.| Our firm does not take innovation into account @nion it in our

communication with our customers ] [ ][ ][ ][ ]

9.| We have very good knowledge about the types ofvations that
] L) JU

our customers will reject.

1( We have no mechanisms in place to help customeres thieir

suggestions ][ ][ ][ ]C]

Process innovations Management

To what extent do you agree or disagree with tileviing statements about your hotel
managers when dealing with individuals and/or tedm$SD) Strongly Disagree, 2=(D)
Disagree, 3=(N)Neutral, 4(A)Agree, 5=(SD)Stronglgrée
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1. | Supportindividual/team efforts to work independyent [ ] [ ] [ ] [ ]

2. | Believe that best results occur when individuadartts are allowed to make

independent decisions. ] [ ] [ ][ ] [ ]

3. | Intrapreneurs and key team members are frequerdlysferred to othe

assignments.

4. | The management teamsplay a major role in identifgipportunities.

5. | Project teams do not have any choice in recruiting selecting new tea

members

6. | Management consultants are involved in coming up néw systems

— =]
) — — [
) —
| )

7. | We use teams efficiently within but not cross fummaally.

8. | Our firm does not allocate resources for the dgraknt of new systems. [ ]

9. | Most people leading innovation projects are apmointithout prior checks
on their passion about the idea. [ ] [ ] [ ] [ ]

10.| Our development process includes a series of pthhaed-offs from stage tp

stage. ) ) J0]

Supplier Innovation Management

To what extent do you agree or disagree with thlevitng statements about managers
in your hotel. 1=(SD) Strongly Disagree, 2=(D) @js=e, 3=(N)Neutral, 4(A)Agree,
5=(SD)Strongly Agree

1. | There are many internal monopolies in our firm th.i_ﬁ [

forces us to use standard internal service prosider

2. | All suppliers are selected according to their skiknd

capacity for innovation

3. | We constantly measure our level of commitment to ] [ ] [ ][ ] [ ]

suppliers.

4. Our firm does not base its relationship to supplien ] [ ] [ ] [ ][ ]

trust and commitment.

5. | We do check different views of various supplierstlie

market before coming up with improvement programs. ] [ ] [ ][ ][ ]
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internal politics.

6. Decisions made in our organization aim at satigfyin

7. Our firm prefers suppliers who are engaged in okffe

ventures.

8. Our firm does not base its logistics on suppliesoading

to customer needs.

innovative abilities.

9. Our firm prefers to deal with suppliers who ha»mq [

10. | Our firm does not deal with suppliers who have hig

advanced technology

Thank you
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APPENDIX 2: CUSTOMERS QUESTIONNAIRE

PART A: Customers Data

1. Name:

2. Contacts:

3. Gender (tick appropriate answer): Mald Female O
4. Age:
5. Marital status

PART B; Hotel Information to be Provided by the Cugomer:

1. What is the hotels location from your home?

2. Why did you visit this hotel?

3. Are you satisfied with the portfolio of productsceservices offered
by this hotel? If not:

a. What products/services would you like added inhtbi|?

b. What products/services would you like removed?

c. What products/services would you like improved?

4. To what extent do you agree with the statementha riext page about this
hotel.1= (NAA) Not At All, 2=(R)Rarely, 3=(S)Somates, 4=(F)Frequently,
5=(AAT)At All Times

| have felt satisfied and valued by this hotelhia past

| feel that the hotels technology is up to date

In my opinion the hotel has got a good feedbactesys
| believe that the hotel needs further improvements [ ] [ ]_-[ ]_-[ J
| feel that the hotel dealt fairly with employeebaerred. [ ] [ ] [

S B B o

BE
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Dear customer, please tick the appropriate boxndlicate your level of agreement or
disagreement with the following statements: SD=8jtp
Disagree, D=Disagree, N=Neutral, A=Agree, SA=Stiprigree.

a) The hotel felt clean and comfortable. C) C )10 ) ) ()

b) In my opinion | was seated and sery | ([ ][ ][ ) [ )
promptly.
c) The waiter appeared friendly when taking f ] [ ] ([ | ] [ )

order.

d) Ifeel that the menu had an excellent selectiol | () [ | | [ |

e) | noticed that the food was served hot and fre

N
—/
—
—/
—
—/
o
—
—
—/

f) Ifelt that the quality of food was tasty

—
—
—
—
—
—_/
—
—
—
—

g) |felt that courses were well coordinated. [ ) (] [ | ] [ )

h) | feel that the waiter was able to answer aII[ ) ) ) [ )

guestions.

i) Overall | felt that the service was excellent.

—
—)
—\
—)
—
—
—
—
—
—

]) How I rate this hotel with others visited.

—
—
—
—
e
—_/
)
)
—
—

Thank you.
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APPENDIX 4: LETTER OF INTRODUCTION

| am a Doctor of Philosophy (PhD) student at ThendoKenyatta University of
Agriculture and Technology (JKUAT). The title of ntlyesis is “The Predictive Role of
innovation management in the Performance of Hateldairobi, Kenya.” The study will
aim at determining how hotel’s innovative practicas be developed and continuously
undertaken with successful results in order to owuprperformance. Therefore your

participation is very important and will be higtdppreciated.

| also wish to assure you that the information pades will only be used for academic
purposes and will be treated with uttermost comfidity. Finally the report of the
findings can be sent to you upon your request. Myress is given here below. Thank

you.

Mary Mwihaki Munene,
School of Human Resource and Development,
Jomo Kenyatta University of Agriculture and Teclogy

Nairobi.
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APPENDIX 5

LOCATION OF THE MICRO SMALL AND MEDIUM HOTELS IN NA  IROBI
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