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Abstract: State corporations are instrumental in dispensing the government’s functions and
mandates, thus streamlining economic growth and development. With procurement being
responsible for the largest portion of government’s spending, state corporations spend a significant
amount of state resources. These agencies, however, continue to record a decline in performance
despite being the biggest consumers of government revenue. The agencies have been blamed for
inefficiency and poor integration of technological systems in their procurement processes, leading
to gaps that see inefficiencies and ineffective management of public funds. While integration of
electronic procurement in these corporations has been explored, key aspects of e-procurement such
as electronic contract management remain under-explored. This study examined the extent to which
state corporations have embraced electronic contract management and whether it has contributed
to their performance. Descriptive correlation research design was adopted. The study targeted
supply chain managers from 248 state corporations in Kenya. Using a sampling formula, a sample
of 153 respondents was obtained and selected through a stratified random sampling technique. A
questionnaire used to collect data for the study, which was analyzed using descriptive and
inferential statistics. The findings revealed that electronic contract management significantly
influenced performance of state corporations in Kenya. It was concluded that most of the
corporations had not effectively embraced electronic contract management and this affected their
performance. It is therefore recommended that the state corporations through the management
ought to integrate electronic systems in managing contracts as a way of promoting effectiveness and
efficiency in contract implementation.

Keywords: Electronic Procurement, Electronic Contract Management, Organizational Performance,
State Corporations

1. Introduction
Background of the Study

Procurement in the modern business landscape plays a fundamental role in steering
success of organizations be it for profit or not for profit organizations. Procurement
especially in public sector is critical in driving effective service delivery as it incorporates
the wide portion of government spending that is meant to provide public services to
citizens [1]. The authors noted the essence of strengthening effectiveness and efficiency of
public procurement, through embrace of technological systems that promote efficient flow
of processes in public procurement. Integrating technological systems in procurement
process through embrace of electronic procurement is essential in ensuring not only
effective flow of procurement functions, but also ensuring prudent and accountable use of
resources [2]. As a process, procurement has several phases which include the sourcing
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and requisition phase, solicitation, evaluation and negotiation phase, contracting and
contract/order management phase, and approval, disputes, and record keeping phase.
Embracing electronic procurement means that technological systems are employed in each
of these phases. This paper, however, focused on contract management phase of
procurement process, where integration of technological systems in this phase (electronic
contract management) was addressed.

Electronic contract management (ECM) involves the use of digital tools and
processes to create, store, manage, and execute contracts. This approach enhances
efficiency, reduces costs, and improves compliance and visibility in contract management
[3]. As one of the key phases in public procurement, contract management comes after the
supplier has been sourced and contract awarded to the qualifying supplier [4]. This phase
involves closely monitoring the process of implementing the contract and carrying out
essential steps during the implementation process including inspecting the progress of the
contract, receiving suppliers’ invoices as per the contract, and reporting on the progress of
the contract [5]. Electronic contract management, therefore, entails undertaking all these
functions through computer-assisted systems to ensure their effectiveness and efficiency.

One of the aspects of e-contract management is electronic invoicing. E-invoicing
entails use of electronic systems to generate, transmit, and process invoices [6]. This is done
during the process of implementing contract, where the supplier is already undertaking
the contract. One of the fundamental drivers of embracing invoicing is the need to promote
efficiency and accountability. When involves are generated electronically, they reduce
manual data entry and processing time, which also saves on costs by eliminating paper,
postal and storage expenses. The accuracy obtained through e-invoicing as a result of
minimization of errors as it could be during manual entries promotes accountability and
blocks any loses orchestrated by errors [7]. Electronic invoicing also accelerates invoice
processing and payment cycles thus ensuring an effective delivery of the contract. It also
increase compliance by facilitating adherence to tax regulations and reporting
requirements.

The other aspect of electronic contract management is the electronic inspection.
Inspection is generally the process of assessing the goods supplied or services rendered to
ensure they are in line with the specifications as provided in the tendering documents [8].
Inspection is therefore carried out during the contract implementation process and it seeks
to ensure quality, quantity, timeliness, and cost-effectiveness. Electronic inspection,
therefore involves using digital tools to perform and record inspections related to contract
execution, such as quality checks, compliance audits, and progress monitoring (Yigzaw,
2020). Through electronic inspection, organisations are able to provide real-time data as
far as inspection results are concerned as well as promoting consistency through uniform
inspection processes and standards. E-inspection is automatically generated and stored to
ensure proper documentation of what has been supplied in comparison to what was
specified [9]. It also reduces the time and effort required for manual inspections, thus
promoting efficiency in the procurement process. State agencies and other organizations
that have integrated e-inspection do so through mechanisms such as integration of sensors
and other Internet of Things (IoT) devises meant for continuous monitoring and
automated data collection, as well as mobile inspection tools installed in smartphones or
tablets to conduct inspections and record findings [10].

Electronic reporting is the other aspects of e-contract management. Reporting is an
essential practice in the implementation of contracts as it involves collection analysis and
distribution of key reports and data regarding the performance of the contract [11]. This is
meant to inform other stakeholders such as the senior management, development partners
and the general public of the results attained during contract implementation. Electronic
reporting, therefore, involves the digital creation, distribution, and analysis of reports
related to contract performance, compliance, and other metrics. This is meant to strengthen
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accuracy of the reports by reducing errors in report generation and data entry, as well as
promoting timeliness through provision of up-to-date information for decision-making
[5]. Electronically generated reports also are more accessible to stakeholders through
digital platforms, and allows for tailored reports to meet specific needs and criteria [3].

Statement of the Problem

The Government of Kenya loses significant amount of public funds through
inappropriate public procurement practices and processes, that are exposed to
inefficiencies. This is despite over 40% of the country’s GDP being spent on public
procurement. One of the major solutions for reduction of wastage of public funds is
embracing e-procurement, including electronic contract management. However, available
evidence has shown mixed results on the ability of e-procurement to enhance efficiency
and promote firm performance. While some studies show that e-procurement would have
positive impact on performance, others show that it posses a threat for information
insecurity and interference by few experts. In addition, most of the available literature has
addressed electronic procurement in a general perspective, without singling out
individual aspects of e-procurement such as electronic contract management. Public
entities like the state corporations in Kenya phase the threat of poorly implemented
contracts, owing to the fact that many suppliers have no guarantee of continued
engagement as the policy encourages open-tendering for most of government
procurements. It therefore remains imperative to keenly and effectively manage the
contract implementation process to ensure value for money. While embracing electronic
contract management would see more transparency and efficiency in managing contracts,
there is limited evidence of whether this has been embraced among state corporations in
Kenya. It is on this merit that the study sought to examine the embrace of electronic
contract management in state corporations in Kenya, and its role in steering performance
of the corporations.

Study Objectives

1. To what extant have state corporations in Kenya adopted electronic contract
management in their procurement processes?

2. What is the current status of performance in terms of service delivery and customer
satisfaction among state corporations in Kenya?

3. What is the relationship between the level of embrace of electronic contract
management and performance status among state corporations in Kenya?

Research Hypotheses

1. HO: Electronic contract management has no significant relationship with performance
of state corporations in Kenya

2. HA: Electronic contract management has a significant relationship with performance
of state corporations in Kenya

Literature Review
Electronic Contract Management and Performance of State Corporations

The effects of electronic contract management on the effectiveness of public
procurement were addressed in a study [12]. The study revealed that Electronic Contract
Management (ECM) plays a pivotal role in enhancing organizational performance by
streamlining contract-related processes and ensuring greater efficiency, accuracy, and
compliance. Electronic contract management entails digitizing contract creation,
execution, and storage, thus eliminating the inefficiencies and risks associated with
manual handling, such as errors, delays, and loss of documents [12]. The effectiveness of
electronic contract management in the public sector was evaluated in a different study [13].
The study revealed that electronic contract management was essential in steering
effectiveness of public procurement. Electronic contract management through e-invoicing
accelerates payment cycles, reduces processing costs, and improves cash flow
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management, contributing to better financial and procurement processes in public sector
[13].

Electronic contract management was analyzed as one of the aspects of e-procurement
in Tanzania’s public sector [14].The findings revealed that electronic contract management
played an integral role in steering effectiveness of public procurement. Electronic
inspection through digital inspection tools enable real-time monitoring and consistent
quality checks, ensuring contract compliance and early detection of issues, thereby
reducing risks and enhancing service delivery [14]. E-contract management through e-
reporting was revealed to enhance comprehensive reporting, providing real-time insights
and analytics that facilitate informed decision-making and strategic planning [15]. This
integrated approach ensures that all aspects of contract management, from negotiation to
execution and monitoring, are seamless and transparent. Enhanced collaboration and
communication across departments and with external stakeholders further drive
organizational cohesion and productivity. By leveraging ECM, organizations can achieve
greater operational efficiency, mitigate risks, ensure regulatory compliance, and ultimately
enhance overall performance and competitiveness in the market.

A study on the impact of E-Government and electronic contract management on
public sector efficiency in China was carried out [16]. The study examines the adoption of
electronic contract management (ECM) systems within various government agencies. The
authors found that ECM significantly improves procurement efficiency, reduces
processing time, and minimizes errors. The study highlights a 30% increase in contract
approval speed and a 25% reduction in administrative costs due to ECM implementation.

A study on enhancing public sector transparency through electronic contract
management was conducted [17]. The research focused on transparency and
accountability in public procurement. Smith and Brown demonstrate that ECM systems
enhance transparency by providing real-time access to contract information and audit
trails. The study reports a 40% increase in stakeholder trust and a notable decline in
corruption incidents, attributed to the improved monitoring capabilities of ECM systems.

The effect of electronic contract management on performance in public healthcare
was addressed in a similar study [18]. Their study addressed the impact of ECM on public
healthcare institutions. The authors found that ECM enhances contract management
efficiency, leading to better resource allocation and service delivery. The study noted that
there was significant improvement in procurement efficiency and reduction in contract
disputes within the healthcare sector.

The impact of ECM on public sector contract performance was assessed [19]. The
authors assessed ECM's impact on contract performance in the public sector. Miiller et al.
found that ECM systems lead to better contract management outcomes, including timely
project completions and cost savings. The study highlights a 28% improvement in project
completion rates and a 17% reduction in contract-related costseffect of electronic contract
management on public sector efficiency in developing countries was analyzed in a similar
study [20]. Focusing on developing countries, this research illustrated how ECM adoption
can drive efficiency in public sector operations. The authors reported that ECM systems
enhance contract management processes, resulting in significant reduction in procurement
cycle time and increase in contract execution accuracy. The study also notes improvements
in accountability and reduced corruption.
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Conceptual Framework

Electronic Contract Management Performance of State
e Electronic Inspection Corporations
¢ Electronic Invoicing > e Delivery Time
e Electronic Reporting e Customer
Satisfaction
Independent Variables Dependent
Variable

Figure 1. Conceptual Framework.

2. Materials and Methods
Research Design

The study adopted a descriptive correlational research design. The design entailed
combination of both descriptive and correlational designs where descriptive approach
enabled collection of qualitative and quantitative data as well as preliminary analysis of
the results using descriptive statistics, while correlational design enabled analysis of
quantitative results through inferential statistics to establish the relationship between
electronic contract management and performance of state corporations.

Target Population and Sampling

The target population comprised of supply chain managers in the 248 state
corporations in Kenya. Yamane’s (1967) formula was used to determine the appropriate
sample size for the study.

_ N

T 1+Nwe?
Where:
n is the sample size
N is the target population (248)

e is the error margin (0.05)
248
n—= —m—o_
1+248+0.052
n=153

The study used stratified random sampling to select the 153 respondents from the
248 state corporations. The state corporations were stratified into five categories based on
their specific mandates, and a proportionate sample selected from each category.

Data Collection and Analysis

The study employed primary data as the main source of data, and it was collected
using a questionnaire. The questionnaire was structured with both open-ended and
closed-ended questions. It was administered physically through drop-and-pick method.
The collected data was analysed using descriptive and inferential statistics through
Statistical Package for Social Sciences (SPSS). Descriptive statistics were used for the first
and second objective, while inferential statistics through regression model were used for
the third objective.

3. Results and Discussion
Response Rate of the Study

The study obtained a response rate of 97.4% where 149 respondents filled the
questionnaire and handed it over for analysis. This was considered adequate for analysis
and drawing conclusions and recommendations.
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Electronic Contract Management in State Corporations

The study aimed at establishing the extent to which state corporations in Kenya had
embraced electronic contract management in their procurement processes. The results as
shown in Table 1 revealed that majority of the respondents disagreed with the statement
that their respective state corporations inspected the ongoing contracts electronically
through online systems (Mean = 2.88; Standard Deviation = 1.28); and that the suppliers
were encouraged to integrate systems that enable them update the contracts” progress
electronically (Mean = 2.55; Standard Deviation = 1.23). From the overall mean score of
2.547, it is evident that most of the state corporations surveyed had not integrated
electronic contract management, meaning that most of the corporations were managing
their contracts manually. This implies that most of the corporations do not reap from the
benefits of embrace electronic contract management. Electronic contract management
through e-inspection of contracts is an effective way to migrate to electronic procurement
as it minimize the paperwork thus providing more efficient monitoring of contracts’
implementation [21]. Electronic inspection was portrayed as effective in ensuring
traceability of contract processes while reducing unnecessary delays and costs associated
with manual inspection methods [22]. Real-time tracking of contracts through e-contract
invoicing was emphasized as essential for ensuring timely supplier payments, thereby
enhancing the effectiveness of the procurement process [23]. It was further noted that
without the effective adoption of real-time invoicing systems, corporations risk losing
audit trails, which implies poor performance in their procurement processes [24].

Table 1. Descriptive Results on Electronic Contract Management.

Statements Mean Std.
Dev.
1. Our corporation inspects the ongoing contracts electronically 288 1.28

through online systems

2. Our suppliers are required to integrate systems that enable them  2.55 1.23
update the contracts’ progress electronically

3. The data collected during inspection of contracts is transmitted and 2.72  1.43
stored electronically

4. Electronic invoicing is encouraged in our corporation 218 1.26
5. Most of suppliers in our organization submits their invoices 290 1.38
electronically

6. There are systems put in place to ensure payments of contracts are 2.57 1.21
paid electronically

7. Our corporation has embraced electronic systems to support 247 117
monitor the progress of contracts electronically

8. Reporting on the progress of contracts in our corporation is done ~ 2.42  1.26

electronically

9. Our suppliers are required to report the progress of the contract 242 1.26
electronically

10. The reports on contracts’ progress are documented and shared 236 0.95
electronically
Overall Mean Score 2.547

Performance of State Corporations

The study sought to unveil the status of state corporations in Kenya in terms of
performance through service delivery and customer satisfaction. The findings as shown in
Table 2 revealed that most of the respondents disagreed that their respective state
corporations had seen increased quality of services rendered over the past five years (Mean
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=2.48; Standard Deviation = 1.26) and that the number of services offered to the public had
increased over the past five years (Mean = 2.31; Standard Deviation = 1.10). Moreover, the
respondents disagreed that their respective state corporations now took lesser time to offer
services to the public than it was five years ago (Mean = 2.72; Standard Deviation = 1.25).
Reducing waiting time is one approach through which organizations can enhance
satisfaction and at the end of the day, attract more customers thus attaining the ultimate
results of enhanced profitability. The findings are a clear indication that the immediate
outputs of electronic procurement in terms of enhancing accountability, promoting
effectiveness and stimulating customer satisfaction had not been achieved in most of the
state corporations surveyed. The slow embrace of electronic procurement can be blamed
for increased misappropriations in the state corporations, which deprives the public of
quality services as it is expected [25].

Table 2. Performance of State Corporations.

Statements Mean Std.
Dev.
1. Our state corporation has seen increased quality of services rendered  2.48 1.26

over the past five years

2. We have been able to increase the number of services offered to the = 2.31 1.10
public over the past five years

3. The corporation now takes lesser time to offer services to the public =~ 2.72 1.25
than it was five years ago

4. The waiting time of our services among our customers has 276  1.54
significantly reduced over the past five years

5. More customers have expressed their increased satisfaction with the  2.57 1.24
services offered at our corporation

6. There have been audit trails for the expenditures of our state 2.40 1.23
corporation for the past five years

7. There has been a significant reduction in the number of public funds  2.17 1.26
misappropriation cases our agency for the past five years

8. The overall effectiveness of our state corporation in meeting its  2.89 1.04
mandates has been enhanced over the last five years
Overall Mean Score 2.537

Relationship between Electronic Contract Management and Performance of State
Corporations

The third objective was to establish the relationship between electronic contract
management and performance of state corporations in Kenya. The regression model
results as shown in Table 3 revealed that a Pearson correlation coefficient (r) of 0.799 was
obtained implying that there is a 79.9% correlation between electronic contract
management and performance of state corporations in Kenya. The coefficient of
determination (R-square) of 0.639 was obtained, implying that 63.9% variation in
performance of the state corporations in Kenya would be explained by electronic contract
management. The ANOVA results revealed that the model was statistically significant as
supported by an F-statistic of 259.747 and the reported p-value of 0.000. The regression of
coefficients revealed that electronic contract management had a significant and positive
influence on performance of state corporations in Kenya (3 =0.783, p=0.000). This implies
that electronic contract management can significantly predict performance of state
corporations in Kenya.
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Table 4. Regression Model Results on Electronic Contract Management.

Model Summary ANOVA Test Regression Coefficients
R R Square F Sig. Beta t Sig.
.799 639 259.747 .000P 783 16.117  .000

a. Dependent Variable
b. Predictors: Electronic contract management

4. Conclusion

The study concluded that the performance of state corporations in Kenya was
determined by the electronic contract management as one of the aspects of electronic
procurement. The study concluded that electronic contract management, which is a critical
component of effective e-procurement, has not been adequately adopted in the surveyed
state corporations in Kenya. The lack of integration of electronic systems for invoicing,
reporting, and inspection suggests potential inefficiencies in the procurement process,
potentially leading to delays, increased costs, and reduced transparency. These findings
align with existing literature that highlights the importance of electronic contract
management in ensuring seamless contract implementation and improving organizational
performance in procurement.

Recommendations

The management of state corporations ought to embrace electronic contract
management as one of practices of electronic procurement. This would be instrumental in
ensuring that the payments can be traced thus promoting accountability and audit trails.
The senior managers in the state corporations should be at the forefront of ensuring that
payments to suppliers are done electronically through means such as mobile payments,
Real-time Gross Settlements, and electronic funds transfers. Such payments would be
more efficient, effective and traceable for accountability purposes.

The national government through relevant ministries also has the mandate to ensure
that the state corporations are adhering to the set procurement laws and policies. The
ministries should support the state corporations to integrate electronic procurement as a
way of strengthening their procurement processes. The support should be in form of
sensitizations, funding and monitoring to ensure the procurement processes are carried
out electronically.
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