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ABSTRACT

Financial management is very critical in ensurihgttSmall and Medium Enterprises remain
solvent. Meeting financial obligations reflectsttisdMEs are entitled to continuity. The world is
changing at an alarming rate prompting new cha#lertgat are making financial management in
SMEs difficult. The common challenges in finanainagement resonate with record keeping,
regulatory compliance, borrowing arrangements, nionel analysis, financial reporting and
operational funding. In this regard, this study gittuto establish the financial management
challenges faced by SMEs operating in Nairobi. dntipular, the study sought to Establish the
effects of business regulation, to determine tHecefof record keeping on performance, to
establish how financial sources influence perforoeanf SMEs in Nairobi, to determine the
effects of risk management on performance of SM&gind out how monitoring procedures
affects performance in small and medium enterprisesstablish the regulatory compliance
attributes, the record keeping and financial anslgystems applied SMEs. To find out their
financial sources and to establish the risk manageérand monitoring procedures they apply.
The study applied a descriptive survey design. tAhget population of this study was 600 SMEs
operating in the Nairobi Central Business Distrithis study applied the simple random
sampling technique to select 60 SMEs. In this stutlg managers of the SMEs were the
respondents. Data collected was mainly quantitativeature and was appropriately analyzed
using descriptive statistics. The descriptive statal tools in SPSS helped the researcher to
describe the data and determine the extent usedel@wmn analysis was used to analyze the
relationship between the variables. The resultghisf study were presented in both tabular and
graphic formats. The study concluded that the mssiregulations, record keeping, source of
finance, risk management and the monitoring proesdwere all significantly associated with
the performance of the small micro enterprises. §thdy recommends that the SMEs managers
to undertake some risk management courses to irapoov the risk management skills. In
addition, the study recommended that the SMEs neasageed to come up with clear
monitoring procedures and monitoring tools to mamihe performance of their businesses.



ACKNOWLEDGEMENT

A major research project like this is never the kvof anyone alone. The contribution of many

different people in their different ways, have mé#us possible.

First | would like to thank God for the wisdom aperseverance that He has bestowed upon me

during this research project, and indeed throughoulife.

Second | offer my sincere gratitude to my Supervi3o Ambrose Jagongo who supported me
throughout all my studies from nursery school toversity level. | cant express my gratitude in

words for my family. You have been a source of tngrgyth.



DEDICATION

This proposal is dedicated to my daughter Joan iWaiKimani and my Husband Geoffrey

Kimani, For their patience while | was writing aodly dedicating little time to them.



TABLE OF CONTENTS

D LG Y N N (O ] N P i
[ 3 [ N I N T %
AB S T R A T .t et e e bttt bt bbb bbb ab b nntnnnannne Vi
TABLE OF CONTENTS ... mee ettt mme e e e e e e e e e e e e ee e e Vi
LIST OF FIGURES ...ttt ee e e e s X
LIST OF TABLES ...ttt e e e e e a e e e e e e e e Xi
OPERATIONAL DEFINATION OF TERMS ... . Xii
ABBREVIATIONS AND ACRONYMS ... Xiii
CHAPTER ONE ..ottt mmme s s s e e s nnensrnnnnnnes 1
INTRODUGCTION. ...ttt mmm e e e e s e s e snnnnes 1
1.1 Background Of the STUAY ..........oiiiiiiiceec e e 1
1.2 Statement Of the ProbIEM ...........uuiiiieee e 5
1.3 ObjJectives Of the STUAY .......c.uue e e e e e e e e e e e e e e e aanan 5
1.4 RESEAICH QUESHIONS ... .civiieie et ettt et e e e e et e e et e e e ee e e e e e e e et e e et e e e e e eeeranns 6
1.5 Significance Of the STUAY.......coouiii i e e e re e 6
1.6 Delimitation Of RESEAICK .........uuiiiiiit e et e et e et e e e e e eeaeeeas 7

vi



CHAPTER TWO ..ot e s 8

LITERATURE REVIEW .....coiiiiiiiiiiiiiiieiee et e s 8
2.0 INEFOAUCTION ...ttt ettt et e et e e e e e et e e e e e e e e e eeeeeeee s e e e e s aaean e 8
2.1 Financial ManagemMENL. ........uii i ieeee e e e e e e e e e e e e s e e e e e et e e e e e sta e e e eeenaa s 8
2.2 TheoretiCal FramMEWOTK ...........ooieeee ettt e e et et e e et e e e e e e aeaeeaens 20
B ] o= | I (=T = (0 = 24
2.4 RESEAICH GAPS 1oivuniiiiiiiii e ettt mee e ettt e e et e e ettt e e e e e et e e ar e e aaaan 37

CHAPTER THREE ... st e s bn s s nene 40

RESEARCH METHODOLOGY ... 40
I 111 (0o 18 o3 1o ] o [P T TP TP PP TP 40
A B (o TSY =TT (o g T I 1= o | o PP 40
IR T 1= U0 1= o o U1 = 1o o I 40
3.4 Samples and Sampling ProCEAUIE.........uueieee e e e e e e et e e e eeanes 41
3.5 Data Collection INSIIUMENTS..........ooiiiie e a e e e e e e e 42
3.6 Data ColleCtion PrOCEAUIES ...........oiiiieeeeiiiiiiii e 42
A 1 o] o (=] 1] T 42
e R DT = B Y = V£ 43

CHAPTER 4 .. 44

Vii



DATA ANALYSIS AND DISCUSSION.......cooiiiiiiiiimein e 44

v O )i oo [ ox 1T ] I TP PPPPPPPPPPPPPPPP 44
4.1 RESPONSE RALE ....ccieiiiiiiieii ettt et e e e s ea et e e s bt e e et e e et e e e 44
4.2 PersONal DELAIIS. .......uuuuiiiiiiiiiiii ettt et e et 44
e B SN IS T LTSI d=Te [ U] = L1 o] o 46
o =Yoo (o I =TT o 11 o P 49
4.5 FINANCING SOUICES ...uuuuieiiiiit i eeeeetaeeae it e s e e e eetta e e eeeatt e eaesataaaeeesttaaaaessannaeeesttnnsseeesstnnsaeerenes 51
4.6 Correlation ANAIYSIS ......oiiiiiiii e eeme e et e et e e e e e e e e e e e e e e e e e e et aa e 57
CHAPTER FIVE ..o e n s nnnnnnnnne 60
SUMMARY OF THE FINDINGS, CONCLUSIONS AND RECOMMENDA TIONS........ 60
5.0 INETOAUCTION ... ettt e e e e e e e e e e e e e et e et e e e e e e e e e e e e e e e e e e e e s s ae s 60
5.1 Summary of the Major FINAINGS .....cccuuuiiimm e e e e e e e e e e ane s 60
5.2 CONCIUSIONS ...cooiiiiiiiiieiee ettt e e et et e e e e et e e e e e e e e e e e e e e e e e e e e s s e 63
5.3 RECOMMENAALIONS ... err ettt e e e e e e e e e e e et e e e e e e e aeaeeaeaeeas 64
5.4 Recommendation for Further RESEarch....... .. ...euviiiiiiiiiiiiii e 64
RETEIENCES ... et e e et e e e re e e 66
APENDIX l:Letter of INtrOdUCHION.........uviiiiiii i 66
ANNEX II: QUESTIONNAIRE .....ooiiittitteti et 72

viii



APPENDIX HTLIST OF SMES......oiiiiiiiiiii e e 81

APPENDIX: IV



LIST OF FIGURES

Figure 4.1: Back Ground INfOrMatioN ...........uuum oo 44
Figure 4.2: Nature Of SMES ... et 45
Figure 3: Impact of Global COMPELItION ..........ceuvuiuriiiiiiiiiiiiiiiiiiiirer e 48
Figure 4: BOOKS Of ACCOUNTS ......oiiiiiiiiiiiiieiee ettt e e e e e e e e e e e e e e e e ea e e e e e 49
Figure 5: Financial Records Maintained By SMES............coovviiiiiiiiiiiiiiiiiiiiiiieiieiieeeeeee e 50

Figure 6: Accounting Information SYStem ... 51

Figure 7: SoUrces Of FINANCE..............oii ettt e nensnenennnsnnnes 51
Figure 8: Risk AffeCting SIMES ... .o e neanees 55
Figure 9: Monitoring and Evaluation ............. e 56
Figure 10: Management Of RISKS ......cccoiiiiiiiiiie et 57



LIST OF TABLES

Table 1: BUSINESS REGUIALION ........uuiimmm e 46
Table 2 Impact of Financial Institutions Structure on SMEs Funding ................ccoooooee. 25
Table 3: Credit AVAIIADIIILY ...........ui et eeenne e e e eeeeeeeeeeeeeeeeeees 54

Table 4: Correlation Coefficients between Dependenfariable and Independent Variables

Xi



OPERATIONAL DEFINATION OF TERMS

Small Enterprises

Medium Enterprise

Financial Management

Book Keeping

Regulatory compliance

Financial Plan

Vision 2030

Liguidation

A small enterprise is a business that is operatéddav

small number of employee and a low turnover.

Business with employees less thahi#§ more than 50.

Financial Management means planning, orgaaiz

directing and controlling the financial activiisuch as

procurement and utilization of funds of the entisgar

It is the recording of financial transactions

The goal that corporations or public agencies adpiin

their efforts to ensure that personnel are awaendftake

steps to comply with relevant laws and regulations.

Its is a series of steps or goals used by an individual o

business,

Kenya development blueprint covering the pe@6a8 to
2030. Its objective to help transform into jddle

income country providing a high quality lifedd it

citizens by the year 2030”

The process by which a company (or part of a cory)an

Xii



GAAP

GDP

GOK

HIV/AIDS

ICT

KEBS

KIPI

KIRDI

KNFJKA

NEMA

NEMA

NSCE

brought to an end, and the assets and properheof t

company redistributed

ABBREVIATIONS AND ACRONYMS

General Accepted Accounting Protection

Gross Domestic Product

Government of Kenya

Human immunodeficiency virus infection / cfuired

syndrome

Information communication technology

The Kenya Bureau of Standards

Kenya Industrial Property Institute

Kenya Industrial Research and Developmestitate

Kenya National Federation of Jua Kali Assdion

National Environmental Management Association

National Environmental Management Authority

National Council for Small Enterprises

Xiii

immunodeficiency



SACCO Savings and Credit Co-operative

SME Small and Medium Enterprises

NGO Non Governmental Organization

Xiv



CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

The Small and Micro Enterprises (SMEs) play anangnt role in the Kenyan Economy.
According to the Economic Survey (2006), the sectmtributed over 50 percent of new jobs
created in the year 2005. Despite their signifiearmpast statistics indicate that three out of five
businesses fail within the first few months of gem (Kenya National Bureau of Statistics,
2007). According to Amyx (2005), one of the mosgngiicant challenges is the negative
perception towards SMEs.Self employment is idesdifivith one employee, Micro business is
identified with two to nine employees, Small bussmeesonates with ten to forty nine employees
and Medium sized business resonates with fiftywo tundred and forty five employees.
Business and challenges are directly proportiokiEnke, 2006). The challenges existing in
Kenyan market identifies with; financial challengdsring the right persons, gaining the
attention of customers, focusing on the customeds@nd marketing challenges (Taylor, 2012).
This project will incline towards the Financial Magement challenges faced by the Small and

Medium Enterprises operating in Nairobi

1.1.1 Financial Management

Financial Management means planning, organizinggcting and controlling the financial
activities such as procurement and utilization whds of the enterprise. It means applying
general management principles to financial res@ioéehe enterprise. Financial Management is
the process of managing the financial resourcedudmg accounting and financial reporting,
budgeting, collecting accounts receivable, risk agmment, and insurance for a business

(Tomecko and Dondo, 2001). The Financial Manageragsitem for a small business includes



both how you are financing it as well as how younage the money in the business. In setting
up a financial management system the first decisomhether to manage the financial records
or to have someone else do it. There are a nunfbetesnative ways to handle this. The firm
can manage everything; hire an employee who mariagasbehalf of the firm; keep records in
house, but have an accountant prepare specialg@alting such as tax returns; or have an
external bookkeeping service that manages finat@abkactions and an accountant that handles
formal reporting functions. Some accounting firnsoahandle bookkeeping functions. Software
packages are also available for handling bookkeepamd accounting (Oketch, 2000).
Bookkeeping refers to the daily operation of an ocaoting system, recording routine
transactions within the appropriate accounts. Anoanting system defines the process of
identifying, measuring, recording and communicatimgncial information about the business.

So, in a sense, the bookkeeping function is a $ubtke accounting system.

Financial management is very critical in ensurihgttMicro-Small and Medium Enterprises
remain solvent. Meeting financial obligations reftethat Micro-Small and Medium Enterprises
are entitled to continuity. The world is changirtgaa alarming rate prompting new challenges
that are making financial management in SMEs difticThe common challenges in financial
management resonate with record keeping, regulatorgpliance, borrowing arrangements,
financial analysis, financial reporting and opeyaél funding (Amram, 2005).Accurate record
keeping is the biggest challenge facing SMEs inrdtaiCounty. The business operators hardly
have basic knowledge on accounting principles. Rekeeping must be taken seriously for the

purposes of accountability (Ward, 1994). SMEs thate grown tremendously have proper



records keeping in place. It is vital for the opers of SMEs consider upgrading their

knowledge on accounting principles and book keeping

Financial analysis in SMEs is critical in that theerators identify areas that are struggling in
operations (Mead, 1998). This in return assistdeirm make timely adjustments. Financial
analysis in SMEs relies on performance metrics idensig debt turnover ratio to inventory

turnover ratio. Researchers have identified thatittventory turnover ratio is equal to the costs
of goods sold divided by the inventory. The ratiodebt coverage which measures solvency

equals to the net profit added to the noncash esgzeand then divided by the total debts.

1.1.2 Lack of Credit

Lack of access to credit is almost universally catied as a key problem for SMEs. This affects
technology choice by limiting the number of altéives that can be considered. Many SMEs
may use an inappropriate technology because Iteiohly one they can afford. In some cases,
even where credit is available, the entrepreneuwr lanxgk freedom of choice because the lending
conditions may force the purchase of heavy, immtvaguipment (Amyx, 2005). Accessing
adequate and timely financing on competitive terpasticularly longer term loans, accessing
credit on easy terms has become difficult in thekdeop of current global financial crisis and
the resultant liquidity constraints in the Kenyamahcial sector, which has held back the growth
of SMEs and impeded overall growth and developméintro-Small and Medium Enterprises
in Nairobi face eminent challenges in financialrbaring arrangements to fund their operations

(Kiiru, 2004).

Financial services play a critical role in reducpayerty. Permanent access to financial services

can help poor people take control of their livehéW good practice is applied, financial services



can put power into the hands of poor householtsywadg them to progress from hand-to-mouth

survival to planning for the future, acquiring ptogd and financial assets, and investing in better
nutrition, improved living conditions, and childrenhealth and education. Because financial
services can be delivered sustainably, these lerwefih be enjoyed well beyond the duration of

donor or government programs

In order to reap the advantages of such schempppsuneeds to be directed not only to the
small enterprise members through micro level amst&t, but channeled at the meso level to
alleviate the operational and accountability casts of the organizations themselves. Meso-
level service providers comprise auditors, ratiggrecies, professional associations or networks
of retail financial service providers, credit bureatransfer and payments systems, information

technology, technical service providers, and trgine

One area of specific support from local non-gowent agencies can be found in the range of
initiatives aimed at alleviating the financial ctmasts many small operators cite as a primary
barrier to their development. This is facilitatétaugh a varied package of NGO based financial
assistance schemes. NGO links with donor agenoigsdvide investment funding, technical

assistance and management support have increaseffebtiveness of government agencies in
administering support programmes. Financial libeasion has had mixed results in opening
access to formal sources of credit for small sealterprises, as illustrated by the cases of
Nigeria and Kenya (Oyejide, 1993; Mwarania, 1998%Fcess to credit continues to be a

constraint for smaller enterprises. Direct measina@ge been introduced to provide access to

credit in the form of local financial institutions.



1.2 Statement of the Problem

Financial management has been found to be vengadrin ensuring that Small and Medium
Enterprises remain solvent by meeting financiaigations. The ability of the SMEs to fulfill
their potential in the economy depends on the abdity of finance. Finance in general and
credit in particular is especially important for §8§] since they are unable to finance themselves
through retained earnings or equity financing. testhe fact that financing is a major factor
for growth of SMEs, a number of studies and goveminenquiries have mentioned that SMEs
face problems when accessing finances from bankstawa market failure in credit markets.
Although, a considerable number of research comscytreports have mentioned that the access
to finance has been a major problem in the SMEoseatsurvey of the literature dealing with
this area indicates there is a significant gap mowedge of the challenges of financial
management affecting the performance of SMEs. $hidy therefore sought to investigate the
financial management challenges affecting the perdoce of small and medium enterprises in

Nairobi.

1.3 Objectives of the Study

1.3.1 General Objective of the Study

The general objective of this study was to invegégthe challenges of financial management
affecting performance of small and small and medamterprises in Nairobi

1.3.2 Specific Objectives of the Study

The specific objectives of this study were;

a) To establish how business regulation affects perdmice of SMESs in Nairobi
b) To investigate how record keeping affects perfaroeeof SMESs in Nairobi
c) To establish the influence the source of financedraperformance of SMEs in Nairobi.
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d) To determine the effects of risk management oroperdnce of SMEs in Nairobi.
e) To find out how monitoring procedures affects perfance in SMEs in Nairobi.
1.4 Research Questions

The study sought to answer the following questions;

a) How do business regulations affect SMEs in Nairobi?

b) How does record keeping affects performance of SMB&irobi?

c) How do financial sources affect performance of SMBENairobi?

d) What are the effects of risk management on perfoomaf SMEs in Nairobi?

e) How do monitoring procedures affect performanc8MiEs in Nairobi?

1.5 Significance of the Study

This study helped to establish the challenges médnfitial management faced by the SMEs
operating in Nairobi. This study results will beedsto sensitize the government on creating
systems that considered the plight of the SMEseany&. Financial institutions will be sensitized

on the potential of the SMEs. The market is undgiated. Operators of the SMEs will be

educated on the best channels of running theinbkasiin relation to financial management.

To the researchers and academicians the studysesiliprovide a base upon which secondary
material on financial management challenges faBktEs operators. The study results will also
provide good literature on financial management.ti® general academic fraternity the study
will form a base for further studies on financighmagement challenges facing SME operators in

Kenya.



1.6 Delimitation of Research
In order to ensure that the research is of a madgeize the researcher demarcated the study
to particular areas. Also in order to simplify tlesearch the scope of the research was limited to

the sampled SMEs the environment to be researchedanimited to the owners.



CHAPTER TWO

LITERATURE REVIEW

2.0 Introduction

The chapter presents a review of literature with dihm of identifying literature gap which this
study will attempt to fill. The literature has beeaviewed on the financial management
challenges faced by SME. The chapter also presbat$iterature on regulatory requirements,
SMEs in Kenya, theoretical framework the theor@gaewed included; agency theory, signalling
theory, the pecking-order theory. The chapter al®sents the review in business regulations
record keeping, financial analysis, financial sesicfirm performance, risk management and
monitoring, financial performance and conceptuahfework. It is also in this chapter that the

research gap has been expounded.

2.1 Financial Management.

Financial management resonates with the manageshéntinces in businesses or organizations
to achieve preset financial objectives (Codjia, 201Commercial businesses are the most
common organization structures in place. The oljestassociated with financial management
directs at creation of wealth for the business,egation of cash and provision of return on
investment (Amram, 2005). Financial managementusirtesses entails the financial planning,
financial control and financial decision makingn&ncial planning is identified with making
sure that enough business funding is availableeatitme of need. This is the planning of money
to invest in stocks, pay the salaries and wagesiipahouse rents and fund the sales made on
credit (McNamara, 2012). Financial planning setdeasubstantial amount of capital for future

business expansions and acquisitions.



Financial control is critical in financial managemheFinancial control assists businesses in
making sure that the objectives set are met. Ehiwitical considering that businesses operate
under targets. Financial control addresses effecéigs of the businesses, security of the
businesses and making sure that the shareholdergpratected. Financial controls entall
maintenance of business ethics. Financial decisioaking relates to the investment
management, financing and dividends administratibnvestments are financed by the
administration of the financial decision making g@es. This is critical focusing at sales of
shares, taking credits from the suppliers and bang cash from the banks (Roxas et al., 2008).
Financial decision making looks at the profits earrand the sustainability of the business
organization. The decisions are translated to thieletl earned by the shareholders. Financial
decisions are necessary in determining the amo@intash that will be retained by the

organization for emergency needs and future dewetops (Greenlees, 2008).

Finance has been identified in many business sarasythe most important factor determining

the survival and growth of SMEs in both developamgl developed countries (Nagayya and Rao,
2011). Access to finance allows SMEs to undertatayrctive investments to expand their

businesses and to acquire the latest technoldbies,ensuring their competitiveness and that of
the nation as a whole (Codjia, 2012). Poorly funmutig financial systems can seriously

undermine the microeconomic fundamentals of a egunésulting in lower growth in income

and employment (Parijat, Saeed and Pranab, 2011).

Despite their dominant numbers and importance ling@ation, SMEs traditionally have faced
difficulty in obtaining formal credit or equity (@kch, 2000). For example, maturities of
commercial bank loans extended to SMEs are oftaitdd to a period far too short to pay off
any sizeable investment. Meanwhile, access to cbtiwgeinterest rates is reserved for only a

9



few selected blue-chip companies while loan interases offered to SMEs remain high.
Financial affairs of the organization, with plangiand controlling emphasized, and simply put,
involve the application of basic management prilesipin the financial sphere. Financial
management is a specialized field of study, boaitnot and does not operate in a void. Financial
management relies on the conceptual principles iafutmation systems embodied in other
disciplines. The task of the financial manager lbarsummarized very broadly by saying that it

involves the allocation of the scarce resourcab®firm.

The findings in the study by Wanjohi and Mugure(@pindicate that business environment is
among the key factors that affect the growth of M&MUnpredictable government policies
coupled with ‘grand corruption,’” high taxation rstell continue to pose great threat, not only to

the sustainability of SMEs but also to the Kenyeoremy.

Small and Medium Enterprises in Kenya are unablseture financial support for the market.
This has crippled the industry to a level of indigant growth. The lucky SMEs that get the
finances are unable to manage the funds effecti@all and Medium Enterprises ends up not
paying debts leading to financial crisis and logst among the finance stakeholders. Numerous
money lenders in the name of pyramid schemes cgmeromising hope among the ‘little
investors,” which they can make it to the finandéraedom through soft borrowing. The rationale
behind turning to these schemes among a good nuofbentrepreneurs is mainly to seek
alternatives and soft credit with low interest satghile making profits. Financial constraint

remains a major challenge facing Small and MediunteBprises in Kenya.
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2.1.2 Regulatory Requirements

Financial management cannot operate in a vacuutine Walue of a firm is to be maximized, the
financial manager must understand the legal enmieot in which financial decisions are made.
Regulatory requirements, as the term implies, egairements mandated by relevant authorities
for your business. Anything closely or remotelyatetl to your business must be within your
purview. Complete information on such requiremdatslitates the future course of action and
prevents any fines or enforcements attached. Theirements serve as a legal fence. A full
understanding of these requirements is also crdorabchieving competitive edge. The key
terms here are the right direction and, thereftire,strategy or the business direction must be
carefully drafted to ensure that it is right. Thesic regulatory frameworks and acts that govern
the present business operations include Sarbanésy @xt ([SOX], 2002), Gramm-Leach-
Bliley Act (1999), and Health Insurance Portabilignd Accountability Act ([HIPAA],
1996).The specific requirements vary and requinefaé study; however, at the core, these
regulatory tools ensure that your operations berée society. Accountability, integrity,
confidentiality, transparency, and availability desv of the functions served by the regulatory

framework.

The basic impact of the regulatory requirementyaur business depends largely on how you
perceive and implement them. Ignorance or negligeigvard this end can lead to eventual
negative consequences. An important area affestdtlei customer trust and association with
you. How you produce is an important determinartia# much you sell. The modern consumer
is becoming increasingly cautious of things thabge backstage. In the same category falls the
impact of such obligations on your prospective eisdimns, mergers or alliances. The other

party is wary of defaulters or partners who aretiomously avoiding the legal net by wrong

11



means for wrong reasons. Anticipating future changied their implications are important in
case of regulatory requirements. Investments agrathucial decisions made without taking into
account such factors could cause huge losses stim come. A minor amendment or an
introduction could kill the profit streams and migintail huge modifications in your plans. So
make sure to include regulatory commitments whil@nping. Regulatory requirements are
supposed to benefit the society and you but whiapertant is how you mold them to gain. Do
not expect to sit back and wait for things to cleafmy you; rather, make necessary changes in
the overall business strategy that includes thela¢gry requirements as a complementary add
on. Business Owners all across the country arangifiThe Community of Small Business
Owners” to receive and provide strategies, insitips, support and more on starting, managing,
growing, and selling their businesses (Hashim e0aP). As a member, you will have access to
true Millionaire Business Owners who will providéragegies and tips from their real-life

experiences.

2.1.3 SMEs in Kenya, the Contextual Background

The number of small businesses is growing rapidlyKenya as evidenced by the growing
activities within (Namusonge 2004, Sessional p&®&5, World Bank report). Every sector of
operations has smaller operations. These includéleteindustry, manufacturing, finance,
security, food and hotels, transport, service segctoention a few. The business environment is
highly turbulent characterized by external factasspolitical, legal, economic, socio-cultural,
and technological as well as internal businesofacduch as management expertise, resources,
individual characteristics etc. In the dynamism aabulence, small businesses are affected
more than the large organizations because the mesgo environmental changes is different in

small businesses than in large companies (HartandnWheeler, 2003: 203-320), which may

12



exit from one business area and have resourcesstaatggic choices not available to small
business enterprises. It's necessary to study taeagement factors that are in place in the
informal sector, that is, investigate individuakimess adjustment policies in relation to the state
policies, the current business performance facfssa sector that accounts for 75% of the total
employment in Kenya while contributing 18.4 percehthe country’s Gross Domestic Product,
the SME sector has caught the attention of govenbraied other private sector who in a bid to
move the country to a middle level economy as emad in the development blue print of
Vision 2030 are strategizing how to create an engbénvironment for this sector with the
realization that the sector is a key pillar if t@untry is to realize its Vision 2030. Statistiosm

the Economic Survey 2009 shows that SMEs creat8d HH) jobs an equivalent of 93% of the
566, 200 jobs created in the country in 2009, wtlikemainstream sector created a paltry 33,700

jobs in the same year.

The ballooning of SMEs in every sector of the ecopdas been indicative of investor’s interest
in the Kenyan economy even as these small and mednterprises struggle to fight to stay
afloat. Two national baseline surveys that havenbeemmissioned by the government to
measure the growth of the SMEs sector identifieat tiISMEs in the informal sector had
impressively grown from 900,000 enterprises prawdjobs to 1.3 million Kenyans in 1993, to
1.3 million enterprises employing 2.3 million Kemgain 1999.Recent studies however has put
that figure at an all time high with one study coissoned by the International Poverty Centre
estimating that in 2006 small enterprises wentaup.® million and created 4.4 million workers.
Experts have predicted that the figures will goretiggher buoyed by investor confidence and

a growing interest from various sectors to suppbe sector. The Kenyan government has
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already taken the driver's seat in championing SdéEtor as key to shaping the Vision 2030

Kenyan dream. According to Abdulrazag Adan Ali,

“SMEs are central in creating a balance betweenntdeds of rural and other disadvantaged
areas, where the majority of the poor live thuseasing competition and contributing to a more
equitable distribution of income. This is due te thct that they are the main source of economic

growth and employment,”

The government guided by Sessional Paper No 2 @ 28unched the 4k SME 2030 initiative
under the first five years 2007 to 2012 of VisiddB8Q. The Institutions that were to work under
the 4K initiative include the Kenya Industrial Rasgh and Development Institute (KIRDI), the
Kenya Industrial Property Institute (KIPI), The K@nBureau of Standards (KEBS), and the
Kenya National Federation of Jua Kali Associati®fNFJKA).The initiative is tasked with
Ensuring SMEs produce quality products that me#t bical and international standards, while
enhancing consistency and cooperation with othetose The specific objectives are to:
upgrade the SMEs products; build capacity for MS&smanufacture upgraded products;
promote innovation and technology transfer; instillculture of quality and standardization;
promote use of intellectual property as a toolratié and business. Already the initiative has
recorded encouraging results since it was settupad managed to train over 1,000 SMEs on

mass production of quality products while diversityon their portfolios.

“It has been a very encouraging process. We haae th@se trained apply what they get to their
businesses. The result has been so many SMEs @&bpdbiose in the manufacturing and
telecommunication sectors. We have seen these SMjand their brand, products are being

produced overwhelmingly and the quality has be&edaif remarks from the Kenya Bureau of
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Standard are anything to go by. We plan to gety@ver in the SME sectors on board if we are to

have a strong middle class economy by 2030,” (Hhastnd Wafa 2002).

The government also recently set aside Sh. 1 biliiobe used in the creation of five small and
medium enterprise industrial parks that are modelledg the Export processing Zones and
which are expected to create roughly 10 millionsjance set up. The decision to create the
industrial parks was inspired by Cabinet’s apprdearansform the country’s Export processing
zones to all inclusive Special Economic Zones, Wwhace a step ahead of the EPZs. Special
Economic Zones is a geographical region that haseniberal laws than the typical laws
governing investment and trade, the purpose of lwisdo attract mostly foreign investors. Out
of the KSh. 1 billion the Ministry of Informatiomnd communications has been allocated KSh.
900m as a first priority to set up an ultra modeZi park near Nairobi. The Small enterprises
Bill awaiting discussion in parliament is anothandmark attempt by the government to
empower the SMEs sector to drive the process tattagnment of Vision 2030. The Bill targets
businesses with an annual turnover of less tha®®&B80 or companies that employ less than 10
people and manufacturing plants who have an inva#trand capital base of less than KSh. 10

million.

The bill seeks to create a department in the Mwist Labour that will specifically be mandated
with marketing goods and services of the SMEs tih bioe local and international markets. The
department to be called “the National council fareél enterprises (NCSE), will also be the link
between government and the enterprises commungcgbaernment decision to the SMEs and
voicing the concerns and needs of the SMEs to tvergment. The bill will also regulate the

ever burgeoning SMEs sector while ensuring thay timé SMEs that meet the set guidelines are
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represented. It will establish a credit Bureau wh8MEs keen on expansion can access credit
and financial services including free financial mev This will consolidate the government’s
efforts to reach the informal sector after havingcessfully implemented the Joint Loans Board
Credit Scheme, a revolving credit fund which gigess to affordable credit SMEs. The

scheme covers the whole country and has since &a&#ded over Sh. 600 million to over

40, 000 SME owners.

“There has been a lot of pressure for the governneepass the bill which has been sitting in
parliament for the last ten years. The politicalkering hasn't really helped because if we are

serious about empowering the SMEs sector then &e teedo it now,” (Kithuma)

According to the 2003 Economic Survey by the Gowent of Kenya, employment within the
SMEs sector increased from 4.2 million in 2004 tb illion in 2006; with the informal sector
accounting for 70.4 per cent of total employmenparfunities. In 2005, the informal sector
accounted for 72.8 per cent of total employmentoojymities. This percentage rose to 74.3 per
cent in 2006 and 76.5 per cent in 2008 (GoK Econdburvey, 2008). The difficulty investors
encounter in investing in SMEs is unfortunate a&y/ttend to be more innovative and generate
more growth than bigger companies. The costs irbin accessing capital markets make this

something that is unlikely to change despite tlok taf access to capital faced by the firms

Some of the key constraints that are being facedhiey Kenyan SMEs include accessing
adequate and timely financing on competitive terpasticularly longer term loans, accessing
credit on easy terms has become difficult in thekdeop of current global financial crisis and

the resultant liquidity constraints in the Kenyamahcial sector, which has held back the growth
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of SMEs and impeded overall growth and developmanaddition, financing constraints faced
by Kenyan SMEs are attributable to a combinatiofaofors that include policy, legal/regulatory
framework (in terms of recovery, bankruptcy andtcaet enforcement), institutional weaknesses
(absence of good credit appraisal and risk managgmmenitoring tools), and lack of reliable

credit information on SMEs. It has also becoméadilift for lenders (Manickaraj, 2010).

Small enterprises and most of the poor populatiosub-Saharan Africa have every limited
access to deposit and credit facilities and othmantcial services provided by formal financial
institutions. For example, in Ghana and Tanzanidy about 5-6 percent of the population has
access to the banking sector. This lack of acae$mdncial services from the formal financial
system is quite striking, when one considers thahany African countries the poor represent
the largest share of the population and that tliernmal sector is an important part of the

economy (Lokhande, 2011).

Africa’s SMEs have little access to finance, whtblas hampers their emergence and eventual
growth. Their main sources of capital are theiairegd earnings and informal savings and loan
associations, which are unpredictable, not veryurge@and have little scope for risk sharing
because of their regional or sectoral focus (McNamg@012). Access to formal finance is poor
because of the high risk of default among SMEsdr&lto inadequate financial facilities. Small
business in Africa can rarely meet the conditicetday financial institutions, which see SMEs as
a risk because of poor guarantees and lack ofrirdon about their ability to repay loans. The
financial system in most of Africa is under-deveddphowever and so provides few financial
instruments. Capital markets are in their infarstygreholding is rare and no long-term financing
is available for SMEs. Non-bank financial intermat#s, such as micro-credit institutions, could

be a big help in lending money to the smallest SKiEsthey do not have the resources to follow
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up their customers when they expand SMEs find itl ha access finance due to various reason
like the High interest rates most bank chargesdrigiterest rates to the SME because of fear of
defaults (Lazear, 2005). This deters them fromdwimg from the banks — disparities between
savings account returns and borrowing rates @o#lh requirement— Land ownership etc
Multiple transaction costs Delays in processinfiekible conditions Government requiring
unmovable collateral SME’s to have good track rdsd8ACCQO’s demanding group borrowing

rather than individual companies.

Interest rates for commercial banks 18 — 25%, Sad#@o Lack of transparency — Conditions
and requirements are not shown in advance Slowaoegsing loans, corruption (TZ) Lack of
skills to present bankable projects (U sellablarmss plans) People borrow and do not pay back
Ministry of youth, National youth committee develog professional activities for the youth
(Budget allocations). Question is sustainabilitg da lack of follow up and monitoring but this
has collateral requirements which some small bgsegcannot meet Sector diversification from
agricultural Loan security (Parijat, Saeed and &ar?011). Loan security is one of the
important aspects of credit to SMEs. Most lendiogsiinall-scale enterprises is security based,
without any regard for potential cash flow. Howewanganizations lending to micro-enterprises
have devised alternative forms of collateral. Thessude: group credit guarantees, where
organizations lend to individuals using groups aargntors, and personal guarantors, where
individuals are given loans based on a guarantpksige. Loan guarantee schemes are
increasingly being implemented as a means of eagouy financial institutions to increase their
lending to the risky sectors and those without tifaglitional formal security Some countries

(such as Kenya) have dealt with the lack of fundiggupporting growth of smaller commercial
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banks or (in Ghana) of rural banks, so as to btiaglitional banks and MSMEs closer

geographically and business-wise (Manickaraj, 2010)

Osteryoung et al (1997) noted tHathile financial management is a critical elemerit the
management of a business as a whole, within tmstifin the management of its assets is
perhaps the most important. In the long term, theclpase of assets directs the course that the
business will take during the life of these asdmisthe business will never see the long term if i
cannot plan an appropriate policy to effectivelyrmage its working capital'ln effect the poor
financial management of owner-managers or lacknaiicial management altogether is the main
cause underlying the problems in SMEs financial agement. Hall and Young (1991) in a
study in the UK of 3 samples of 100 small entegxithat were subject to involuntary liquidation
in 1973,1978,and 1983 found out that the reasowmsngior failure, 49.8% were of financial
nature. On the perceptions of official receivetenmiewed for the same small enterprises, 86.6%
of the 247 reasons given were of a financial natline positive correlation between poor or nil
financial management (including basic accountingid ebusiness failure has well been

documented in western countries according to Péad®@85a).

It is gainsaying the fact that despite the neethémage every aspect of their small enterprises
with very little internal and external supportjgtoften the case that owner-managers only have
experience or training in some functional areasisTit also not always or usually applied
because they might be doing everything from abusstgphone calls to ordering products. It
must be possible to undertake production, marketiigtribution and the like, without
repeatedly causing, or being hindered by, finanpr@ssures and strains. It does not mean,

however, that financial management can be ignoyed dmall enterprise owner-manager; or as
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is often done, given to an accountant to take oar&/hether it is obvious or not to the casual
observer, in prosperous small enterprises the owrgragers themselves have a firm grasp of
the principles of financial management and arevalgtiinvolved in applying them to their own

situation (McMahon et al. 1993).

2.2 Theoretical Framework

Financial management theories and their applicafiom really vital for an organization. It
involves application of management principle tofadhncial operations. Theories of financial
management are applicable to run an organizatibesé theories are designed and developed
for promising positive cash flow and maximizing therofit of stakeholders. Financial
management theories comprise of large complexesgfies for administration, maintenance of
financial operations and minimizing risk involvedifferent aspects of such operations. By using
financial management theories and principles, dob@es easy for executives to figure out the
right way to handle various affairs of an organ@mat Some of the theories of financial

management that are applicable to run an orgaairatie as follow:

2.2.1 Agency Theory

Agency theory deals with the people who own a lmssnenterprise and all others who have
interests in it, for example managers, banks, tweg]i family members, and employees. The
agency theory postulates that the day to day rgnafna business enterprise is carried out by
managers as agents who have been engaged by tleesasirihe business as principals who are
also known as shareholders. The theory is on theomaoof the principle of 'two-sided

transactionsivhich holds that any financial transactions involwe parties, both acting in their
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own best interests, but with different expectatioRsoblems usually identified with agency
theory may include:

2.2.1.1 Information asymmetry-a situation in which agents have information oa financial
circumstances and prospects of the enterprise ithabot known to principals. (Emery
etal.1991).for example "The Business Roundtableflesized that in planning communications
with shareholders and investors, companies shoutdider never misleading or misinforming
stockholders about the corporation's operationnancial condition. In spite of this principle,

there was lack of transparency from Enron’'s manageteading to its collapse;

2.2.1.2 Moral hazard: a situation in which agents deliberately take atkge of information
asymmetry to redistribute wealth to themselvesnruaseen manner which is ultimately to the
detriment of principals. A case in point is thelde of the Board of directors of Enron's
compensation committee to ask any question abeuttvard of salaries, perks, annuities, life
insurance and rewards to the executive membergdical point in the life of Enron; with one

executive on record to have received a share otoship of a corporate jet as a reward

2.2.1.3 Adverse selection: concerns a situation in which agents misrepresamtskills or
abilities they bring to an enterprise. As a restdilthat the principal's wealth is not maximized
(Emery et al.1991).In response the inherent risk posed by agents' quest to nia&kenost of
their interests to the disadvantage of principats @ll stakeholders), each stakeholder tries to
increase the reward expected in return for padicym in the enterprise. Creditors may increase
the interest rates they get from the enterpris@eOtesponses are monitoring and bonding
improve principal's access to reliable informatsond devising means to find a common ground

for agents and principals respectively.
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Emanating from the risks faced in agency theorgeaechers on small business financial
management contend that in many small enterpriseadency relationship between owners and
managers may be absent because the owners arenafgmgers; and that the predominantly
nature of SMEs make the usual solutions to agemnalglgms such as monitoring and bonding
costly thereby increasing the cost of transactibetveen various stakeholders (Emery et
al.1991). Nevertheless, the theory provides uskhdwledge into many matters in SMEs
financial management and shows considerable aveasiés how SMEs financial management
should be practiced and perceived. It also enadademic and practitioners to pursue strategies

that could help sustain the growth of SMEs.

2.2.2 Signaling Theory

Signaling theory rests on the transfer and inteégpien of information at hand about a business
enterprise to the capital market, and the impoumdihthe resulting perceptions into the terms
on which finance is made available to the enteepriis other words, flows of funds between an
enterprise and the capital market are dependetiteofiow of information between them (Emery
et al, 1991). For example management's decisianake an acquisition or divest; repurchase
outstanding shares; as well as decisions by oussides for example an institutional investor
deciding to withhold a certain amount of equitydebt finance. The emerging evidence on the
relevance of signaling theory to small enterprisaricial management is mixed. Until recently,
there has been no substantial and reliable empeiddence that signaling theory accurately
represents particular situations in SME financiahagement, or that it adds insights that are not

provided by modern theory (Emery et al.1991).
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According to Keasey et al (1992) the ability of #neaterprises to signal their value to potential
investors, only the signal of the disclosure ofeannings forecast were found to be positively
and significantly related to enterprise value ansbitige following: percentage of equity retained
by owners, the net proceeds raised by an equitxgjgbe choice of financial advisor to an issue
(presuming that a more reputable accountant, baokauditor may cause greater faith to be
placed in the prospectus for the float), and thell@f under pricing of an issue. Signaling
theory is now considered to be more insightful Jome aspects of small enterprise financial

management than others (Emery et al 1991).

2.2.3 The Pecking-Order Theory or Framework (POF)

This is another financial theory, which is to bensidered in relation to SMEs financial
management. It is a finance theory which suggéstisthanagement prefers to finance first from
retained earnings, then with debt, followed by yliorms of finance such as convertible loans,
and last of all by using externally issued equityth bankruptcy costs, agency costs, and
information asymmetries playing little role in affang the capital structure policy. A research
study carried out by Norton (1991b) found out tha% of the small enterprises used seemed to
make financial structure decisions within a hienasal or pecking order framework .Holmes et
al. (1991) admitted that POF is consistent with Isimasiness sectors because they are owner-
managed and do not want to dilute their ownersByner-managed businesses usually prefer
retained profits because they want to maintairnctivérol of assets and business operations. This

is not strange considering the fact that in Ghanaording to empirical evidence, SMEs funding
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is made up of about 86% of own equity as welllaans from family and friends Losing this
money is like losing one's own reputation whichcansidered very serious customarily in

Ghana.

2.3 Empirical Literature

Prospering countries have SME driven economiesusecthe SME sector is the cornerstone of
strong economic growth. Employment opportunitiesluction in poverty levels and subsequent
improved standards of living are some of the magtributions of the SME sector. However,
this sector has many challenges which hamper wsvir thereby negatively influencing its
contributions. A discussion of the challenges fgcBMEs in many developing countries is

presented in the empirical review below.

2.3.1 Business Regulation

Regulation is an administrative legislation witht gesponsibilities (Amram, 2005). The
parliament and the local authority officials have tresponsibilities of regulating businesses
within the cities. The governments and the locdhauities expect businesses organizations to
obey the set rules to the letter. Any businessuliidig rules finds itself being heavily fined
ultimately influencing financial management proc€s®urbusinesspal.com, 2012) in SMEs.
The government and the City Council of Nairobi ddaunake all the laws available to the SMEs,
so that chances of defaulting are highly minimizZekis is not the case in Kenya. The laws are
not known to many business operators making it hardperate under such an environment.
There are a number of regulatory licenses in plate government and the local authorities
have set it hard to operate within the central ess district of Nairobi. City council of Nairobi
officials are corrupt with intention of gaining sentash favors from the small business
operators. This influences the financial managenretite SMEs. Regulations in business takes
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various forms, there are government regulation$,regulation by industries such as the trade
associations, social regulation, co-regulation mwagket regulation. The business environment is
imposed with sanctions such as fines that are eediopy the administrative law (Amram, 2005).
The government and local authority officials makeesthat SMEs follow the set regulations. In
the event of fines, which are a common site in dla@jrSMEs finds themselves unable to handle
proper internal financial management processes.

There are a number of regulations in the markehti®©ts on market entries, control on prices,
wages control, approval of development, environmeantrols e.g. NEMA, employment
regulations, expected standards of production ahdrovital services. Regulatory economics
deals with imposing or removing regulations to akea(Williams, 2011). The regulations alter
the financial management of the SMEs due to ineeasosts. Business regulations are
performed with intentions to reduce market failuresduce monopoly, encourage collective
action, offer adequate information to the playerd manage unseen challenges (Taylor, 2012).
Other benefits of regulations offers collectiveides diverse experiences, social subordination,
irreversibility, encourage professional conduct anansfer of interests groups

(Yourbusinesspal.com, 2012).

2.3.2 Record Keeping and Financial Analysis

Record keeping and financial analysis in SMEs hsmnba challenge over the years. Majority
SMEs never keep records of their operations. Thdcates that responsibility in the small
business is highly compromised. Record keepingritecal for the financial management of

SMEs. The business income and transactions areutechfo indicate a detailed financial health
of the organization. SMEs must learn how to keeyper book keeping in order of maintaining

corporate status. This is essential considering praper records enables easy financial
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management models and expansions of the businessaf@ 2005). This is mostly essential in

looking back at what has worked and what has noke&e(Codjia, 2012). Repeat of mistakes is
discouraged and encourage a culture of saving monBysiness records acts as a platform of
reference. SMEs can enhance business record keepimgking sure that day to day operations
are recorded down. Records on; accounting, perapigjcations, contract documents, insurance
policies, certificates of membership, addresses rmandes of all the stakeholders, operating
agreement laws among other documents (Henke, 2806per documentation ensures that the
company is always on track. Success in financialagament in SMEs relates to keeping track

of the sales, proceeds and the turnover of thenbasi(Taylor, 2012).

Proper record keeping enhances financial statemenssness analysis, monitoring of cash flow
and enabling accurate tax returns. Financial statésnin the business financial management are
crucial in the borrowing or lending agency and #odi of books. Records enhance business
analysis by constantly checking the finance hesiiitus of the businesses (McNamara, 2012).
This is crucial in identifying the sectors that makiore cash than the others. Losses are
identified in time and corrected hence protecting business from a possible collapse. Record
keeping is very crucial in the running of SMEs. Beckeeping demands daily updates to
eliminate huge paperwork, the receipts shouldled fn the right headings, tracked to the source
and placed in the right place. Separate businesisesld have different books of accounts
(Amram, 2005). Documents must be placed in padicateas, records of finances that resonates
with purchases, sales, payrolls, receipts mustrégsepved safely. All related documents must be
kept in one folder. This is critical in ensuringathmix up of documents is avoided

(Smallbusinessnotes.com, 2011).
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Records of bank receipts, cash register bills arditcard details must be kept safely as prove
for income. Documents relating to suppliers argexitio be filed accordingly. Supplier receipts
indicate the buying and selling transactions. itiial noting that documents relating to expenses
should be kept separately from documents relabngdome. Petty cash records should be kept
safely and in the right manner (Codjia, 2012). Dueats relating to assets are preserved in one
file to enable easy accounting and auditing. Coregion records are subject to be kept updated.
Records keeping in businesses are essential im twrdwaintain a clear picture of the business
financial transactions (Smallbusinessnotes.com,1R0This is in turn crucial in solving

challenges emanating from the financial management.

2.3.3 Financial Sources

Financial sources in SMEs varies, some have redutats while others have irregular funds,
translating that the sources of finances influertbesfinancial management process. Finances
are a major challenge in SMEs (McNamara, 2012).siclening that majority of them does not
keep records. It is very difficult to establish tivgancial health of the business. This translates
that consideration if a business is making losgrofits; it is just by mere speculation. SMEs are
financed from own funds and assets. This has be@blesshed by researchers as the most
common and easy. There are other channels of fimgqracbusiness, family and friends plays a
critical role. There are financial institutionsdikhe banks that offered financial assistances Thi
is in form of loans and it is considered to as tast difficult (McNamara, 2012). Considering
that SMEs keep poor records, banks and other fiabinstitutions shy away from offering loans
to the players. This has presented a serious dgallen expansions ultimately influencing the

financial management in the SMEs.
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Government has realized the financial managemealiettyes in the SMEs and considered
offering channels that offer materials on finanamhnagement (Amram, 2005). Successful
businesses are boasted by means of soft loansnj&ese 2008). This has not been significantly
successful considering that majority of the busspesple in this sector are not much educated

meaning that they struggle with record keeping lyairag the efforts of government.

Businesspeople in the SMEs must learn how to saaades (Yourbusinesspal.com, 2012). This
means that they have to set up debt reductioresgiest It is worth noting that SMEs has the
responsibilities of taking care of their businesseshe businesses will go down the drain.
Financial management in SMEs means that the bisgraeple in this sector have them dates of
figuring where they are going, this is done byisgttargets (Henke, 2006). The goals are set
relating to daily, monthly and yearly. Goals muavé deadlines. The best model to counter bills
management is start by paying the small bills .firghis is referred to as the target bill. This

leads to financial stability with time.

There are two types of finance sources in SMEggetl® primary source that identifies with
retained profits and external sources that ide#tifivith loans and debentures (Codjia, 2012).
Acquiring loans for SMEs is not easy consideringtttnost of the SMEs do not keep proper
records hence difficult to determine the healthditons of the businesses (Greenlees, 2008).
External sources of finances indicate that busesssill owe finance to debtors. Primary
sources and secondary sources of finances have Higched merits and demerits
(Smallbusinessnotes.com, 2011). SMEs also congiliot long-run industrial growth by
producing an increasing number of firms that grgwand out of the small sector. Thus the
emergence of wholly modern small- and medium-s¢&ayan industries is likely to be a

prerequisite for any enduring industrializatiorthiat country.
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However, despite government efforts in Kenya tonpte informal sector activity, not much

progress seems to have been achieved, judgingebpettiormance of the informal sector. Most
previous studies throughout Africa treat the infatreector as essentially homogeneous in its
characteristics (Morris and Pitt 1995; Bewayo 198kpenyong and Nyong 1992). Recent
research suggests that government policy shoutddye narrowly targeted to subsectors within

the informal sector (Parker and Torres 1994).

2.3.4 Firm Performance

Specifically, business performance measurement eodtrol systems are the formal,
information-based routines and procedures managses to maintain or alter patterns in
organizational activities (Simmons 2000). A typiparformance measurement helps businesses
in periodically setting business goals and thernvipging feedback to managers on progress
towards those goals. The time horizon for thesdsgoan typically be about a year or less for
short-term goals or span several years for longrtgoals (Simmons 2000). Since a BPM
system measures performance, it is important tmelefhat performance is. Lebas and Euske
(2002) provide a good definition of performance“dsing today what will lead to measured
value outcomes tomorrow.” BPM then is concerneith\wieasuring this performance relative to

some benchmark, be it a competitor's performancepeset target.

Measurement systems are comprised of multiple umeas A measure (or metric) is a
guantitative value that can be used for purposesodaiparison (Simmons 2000). A specific
measure can be compared to itself over time, coedpaith a preset target or evaluated along

29



with other measures. Since a measure is usedd@utpose of comparison, it need not represent
an absolute value. For example, in measuring custgmnofitability, knowing the relative
distance in profitability between two customers rhayas valuable (and more easily gotten) than
knowing the absolute value for a customer’'s prbfiily. Moreover, many BPM systems
normalize a measure into a value that promotes adsgn not just with itself, but also with

other measures.

In the opinion of Simmons (2000), measures canlpective or subjective. Objective measures
can be independently measured and verified. Subgeches cannot. Measures are also typically
classified as financial or non-financial. Finanaia¢asures are typically derived from or directly
related to chart of accounts and found in a comiggonpfit and loss statement or balance sheet,
such as inventory levels or cash on hand. Non-Gimhmeasures are measures not found in the
chart of accounts, such as customer satisfactiores@r product quality measures. Measures
are also leading or lagging. Lagging measures fgiedback on past performance, such as last
month’s profit, and typically do not provide instghto future performance. Leading indicators,
in contrast, are designed to measure future pedocey and more often than not, future financial
performance. Some leading indicators to futurequarnce might include customer defection

rate, customer satisfaction scores or changesnsuroer confidence.

Measures are either complete or incomplete. Compiaeasures capture all the relevant
attributes of achievement, whereas incomplete nmeasio not. Measures are also responsive or
not responsive. Individuals can influence respamsiweasures, whereas non-responsive
measures are outside the influence or control ofhdividual (such as consumer confidence).

Measures may be related to inputs into a processgpfick on the performance of a process itself
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or they may be related to the outcomes or outpota the process. Measures may be related to
human performance, process performance or markelittmns. Some, but not all, measures are
directly related to the firm’s strategy and ardical for its successful execution of its strategy.
These are called critical or key performance indica Finally, measures can refer to tangible
things, often recorded in the chart of accountshsas inventory levels, accounts receivable
balances, employee headcount, or can refer togiims such as level of skill or knowledge,

creativity and innovation.

The word enterprise has been used in a range d@éxisnand meanings (Bridge, O’'Neill and
Cromie 2003). Salminen (2000) describes an ensss a controlled system consisting of a
detector, a selector and an effector. The detasttine function by which a system acquires
information about its environment, which is theredisas the basis of the selection of a
behavioral response by the selector. Finally, tebaliior is executed by the effector. The
measurement system of an enterprise gathers infiemabout the changes in both the
environment and the performance of the enterpflibes information is then used together with
the values and the preferences of the enterpridetamanagement to produce decisions about
the required actions. As a result, the outputshefenterprise — the products, the services, the
operational performance and the financial perforteanare changed. Firm performance refers to
the firm’s success in the market, which may havéeint outcomes. Firm performance is a
focal phenomenon in business studies. Howevels &lso a complex and multidimensional
phenomenon. Performance can be characterized agirthis ability to create acceptable

outcomes and actions.
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Success, in general, relates to the achievemegbais and objectives in whatever sector of
human life. In business life, success is a key terthe field of management, although it is not
always explicitly stated. Success and failure caimkerpreted as measures of good or indifferent
management. In business studies, the concept akessids often used to refer to a firm’'s
financial performance. However, there is no unigysaccepted definition of success, and
business success has been interpreted in many (Walgy and Green 1989). There are at least
two important dimensions of success: 1) financ&lather success; and 2) short- vs. long-term
success. Hence, success can have different forgasuavival, profit; return on investment, sales
growth, number of employed, happiness, reputatmal so on. In other words, success can be
seen to have different meanings by different peoplespite of these differences, people
generally seem to have a similar idea of the phemam, i.e. of what kind of business is
successful. The Small and Medium Enterprises hesiafeatures as to compare with the larger
organizations. SMEs must consider the motivaticogstraints and uncertainties facing smaller
firms and recognize that these factors differ frémose facing larger firms. According to
Westhead and Storey (1996) noted the characterigticch distinguishes small organizations
form larger ones other than size itself is thatiotertainty. For the small organization external
uncertainty has affected the most such as lacloafep and influence in a market place, larger
customer and vulnerability. Therefore, the SMEsnsasmpredictable and ruthless market.
Therefore, uncertainties have become a major pmolrtethe small organizations. In the current
development, changes in the environment such dmlitation, political, social, economic and
technological occurred surrounding the organizatiohhe changes in environment pose a
challenge to the SMEs, which limits their abilitigss maintain their position against larger

organizations.
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According Snell and Lau (1994) found that more nggnmaent competencies are required for
growth in small organization compared to larger aoigations. In this situation, small
organization failed to develop skills, knowledged aompetencies among workers in the small
organization. This is mainly because of financ@hstraints and insufficient training. According
to Gupta and Cawthon (1996) argued that small azgdon especially managers required the
most training. Therefore, training is an essent@l for developing employees and the
organizations. The small organization receives majoallenges form larger firms, whose
command of resources and global reach can be isigmif Some great innovations have come
from SMEs, particularly in technological fields,tlihese often owe much to larger firms. These
features are becoming a trend for many entreprenstigeizing their opportunities. Small firms
receive more information such as global market sgib&e, tax, regulatory frameworks, trade
rules, and other legal and advisory services. Hglghem to gain access to finance is also
important. By receiving all information, small fismprefers to join with larger organizations.
Financing is frequently becoming a major hurdl@vercome the way to setting up and staying
in business, with access to risk capital. Accordm#lill and Stewart (2000), small organizations
lacked career structure which did not guaranteenptimn and training. Therefore, small firms
have difficulties to progress and compete with éarfirms whereby the employees have low
motivation to perform. This is a major hurdle tkatall firms faced especially in the developing

countries.

In today’s world firms are very much exposed to keampressure, SMEs are frequently at a

disadvantage relative to their larger counterpegtmrding their abilities to attract, retain, and
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motivate the best human resources (Beaver and HggR2005). Consequences of this practice,
the SMEs are unable to attract and retain highblified staff in the firms. These have led for
poor performance and eventually the small sizemidiwvere unable to be competitive in the
market. According to Schlogl (2004) small sizedanfrfailed to improve the basic infrastructure
like expanding broadband and secure servers. Taesas have led to the small sized firms to
turn to e-business approach. One of the main resasocost. In addition, the SMEs frequently
cannot afford or find qualified e-business stafbperate the business. These major impediments
for smaller firms simply lengthen the usual probdenelating to trust, traction security and,
crucially concerns about violations of intellectymbperty rights. Therefore, Human Resource
Development (HRD) is the solutions for training gtaff to be more equipped with knowledge

and skills on handling e-business.

2.3.5 Risk Management and Monitoring

SMEs do not have systems for checking and mongaiisk. This translates that once a disaster
strike, the possibility of losing one hundred petocef the investments is evident (Ward, 1994).

Risk management relates to identification, pripation and assessment of risks. This is done to
determine the uncertainty in the businesses. Thertainties can take the positive shape as well
as negative shape (Codjia, 2012). Risk managemehti SMEs is a new term that most of the

businesspeople are not conversant with. There @yedinated and economical applications of

the resources to monitor minimize and control thabpbility and the associated impact of the

events (McNamara, 2012). SMEs are hard hit byigies due to lack of systems that guide them

in financial markets (Greenlees, 2008), developm@mject administration, business design and

sustainable production.
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Risks can be either natural or manmade. Naturied ase associated with disasters and manmade
risks are associated with the hazards caused bamai(iHenke, 2006). The common hazards are
fire and burglary. SMEs are not protected from #féects of these disasters leading to
devastating losses. Risk management is an expepsoeess prompting most of the small
businesses unable to afford the insurance fees. bEst strategy of averting risk is by
transferring it to another party. This is knowneasiding the risk. There are small levels of risks
that forces people to accept the probability oftipalar risks. Risk is not measurable since it
means different to different organizations (Amr&®05). The extent of damages depends on the
financial capabilities of the organization. In caddire many SMEs can easily burn down since
they are located only in one place unlike multioimél companies that have branches all over
(Ward, 1994). Once one outlet burns down, theyilébiufast and resume business. Monitoring

is part of risk management.

Monitoring relates to the essence of being awarthefnvironment. Monitoring is best done by
observing situations for any changes over timerdla@e some monitoring devices used in risk
management (Codjia, 2012). Many based SMEs suobstgaurants and retail stores are likely to
benefit from such devices SMEs have been unabigotator the situations leading to challenges
in financial management. Monitoring the market wawneeds a keen eye that watches up with

new developments in the market. This ensures aaityim SMESs.

2.3.6 Financial Performance

35



Firms use financial information developed by acd¢ants to support decisions. For example, the
historical revenue and cost information can be usedoudgeting decisions. The marketing
managers can use sales information to evaluaténrtpact of a particular promotion strategy
while the same sales information can be used bgymtidon manager to determine the future
production levels. Income statements are very Usefineasuring financial performance where

many kinds of ratio analysis can be calculated (Ma@007).

2.3.7 Business Performance

According to (Pearce and Robinson 2007: 233) Bssiperformance is sometimes used to refer
to the outcome of the whole business but in managénit is used to refer to the middle level
activities within an organization. The managerdhéd level will select strategies that create
competitive advantages in order to experience abhoeeage profitability within the industry
Despite the critical role played by the SME secibris faced with numerous changes and
constraints that include unfavorable policy acdesBnancial services and markets, inadequate
business know-how and linkages with large entesprigender inequality, job quality deficits,
limited access to information, impact of HIV/AID@&mpdemic, unsatisfactory occupational health
and safety standards. These constraints have antvbell-addressed resulting in a weak base for
industrial take-off and sustainable developmentéxtiheless, the field of small businesses still
remains attractive because the creative entergrisgividual likes to be independent and be in

control of action and issuing instructions (Sesaidtaper No. 2; 2005).
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Small enterprises can flexibly respond under difti@and changing conditions because they do
not depend heavily on infrastructure but typicailbe low level technology allows product lines
and inputs to be charged at relatively low costniif#t@n, 2000; Adams, 2004). For example, if
the raw materials are liable to deterioration amdals enterprises production centres are
geographically well-spread, (as the case of mild & products), industrial units, (such as
pasteurization and bottling plants), are likelypesmall. On the other hand, economies of scale
may be exhausted at a very initial stage in sevedaistrial processes where there are no major
technical indivisibilities involved, or where th@ye not very significant in terms of investment
or cost. Thus, in the clothing and leather footwedustries, although economies of organisation
and marketing may be achieved by combining thewutp lots of similar sewing machines or
leather shoe-machines, there is no opportunitgéauring the kinds of economies of scale such

as are involved in large cement plants and blasiaftes.

2.4 Research Gaps

According to the Economic Survey (2006), the Sraalil Medium Enterprises act as one of the
major booster of the Kenyan Economy. In additibie, $ame report indicates that MSME’s holds
over 30% of the total population employed in theirdoy hence being the leading source of
employment in the country. Moreover, according te same report over 50% of new jobs
created in 2005 were attributed to MSMEs. Howedesgpite the roles that the MSMES’ play in
the Kenyan Economy, few studies have been dondlyota identify the major financial
management challenges that face them. Therefasestidy aims at filling this gap through the

establishment of the challenges which face the MSMENairobi
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2.6 Conceptual Framework

Independent variables Dependent variable

Challenges of SMEs SME performance

Performance )
* Profits

* Business Regulation

* Assets
Record keeping

 Employees

* Financial sources

* Risk management

Intervening variables

* Politics

* Economics performance

1%

¢ Global market

Fig 1

Source: Author (2012)

This study was motivated to ascertain the finanamdnagement challenges affecting
performance of SMEs. The independent variableshis study were regulatory challenges,
record keeping and risk management and monitoringgalures. The diagram above indicates

that business regulations, record keeping, findrgoarces, risk management and monitoring

procedures affect SME performance. This performaiscaepresented by profits, assets,
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Employees and sales in the organization. Apart fiitvese variable there are intervening
variables that can be considered as external fahe=® include politics, economic performance,

global market all these interferes with the finahananagement of SMEs
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents the methodology that was tesedrry out the study. This includes the

study design, target population, sampling techrgquiata collection tools to be used and data
collection technique, and data analysis method @nedentation. This research methodology

enabled the researcher to obtain and process tae da

3.2 Research Design

This study used a descriptive research design.sargeive study attempts to describe or define
a subject, often by creating a profile of a grodppmblems, people, or events, through the
collection of data and tabulation of the frequesaim research variables or their interaction,
(Cooper and Schindler, 2006 descriptive design atkthill provide quantitative data from the

respondents. The data collected answered quest@rterning the current status of the subject

under study.

3.3 Target Population

The target population of this study comprised 68LES operating in Nairobi Central Business
District (as per Nairobi City Council 2012). Accard to Mugenda and Mugenda (1999), target
population in statistics is the specific populatiabout which information is desired. A
population is a well-defined or set of people, &&y, elements, and events, group of things or

households that are being investigated (See appdi)di
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3.4 Samples and Sampling Procedure

In this study, the sampling frame was the listhaf &ll the SME’s in Nairobi CBD. The sampling

frame describes the list of all population unitsnirwhich the sample is selected.

The researcher used stratified random sampling addtlecause the population was divided into
strata which include commercial and trade, serad light manufacturing SMEs. After the

stratification simple random sampling was usedeled the specific respondent to participate in

the study.

According to Mugenda and Mugenda (2003) a sampke ai between 10% and 30% is a good
representative of the target population. Therefibre researcher settled down on a sample size of
10% which resulted to a sample size of 60 SMEs.afifove at the sample of 60 SME the

researcher picked the first business and everl iargvery street in Nairobi CBD.

Table 1 Target Population and Sample Size

Type of SMEs

Target Population Sample Size
Commercial and Trade
220 22
Services 280 28
Light Manufacturing 100 10
Total 600 60

Source: Author (2012)
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3.5 Data collection Instruments
The study used a questionnaire as a data colle€boh The questionnaires included structured
and unstructured questions. In this research, dsearcher identified the degree to which

respondents agree or disagree or simply the dedresponse.

3.6 Data Collection Procedures

Primary data was collected using a questionnairetwiiad open-ended questions, closed-ended
guestions and Likert scales. An open-ended questaes not provide the participant with a

choice of answers. Instead, participants are feeariswer the question in the manner they
choose. By contrast, a closed-ended question peuide participant with several answers to
choose from. The Likert scale asks participantpriavide a response along a continuum of

possible responses.

3.7 Pilot-testing

In this study, reliability was ensured by pre-tegtihe questionnaire with a selected sample from
one of the departments which will not be includedhie actual data collection. The pre-test was
conducted by both the principal researcher andebearch assistant to enhance clarity of the

guestionnaires.

According to Mugenda and Mugenda (2003) the acguoédata to be collected largely depends
on the data collection instruments in terms of digfi and reliability. Validity as noted by
Robinson (2002) is the degree to which the resddtained from the analysis of the data actually
represent the phenomenon under study. Pilotingdeag on 10 SMEs found moi Avenue in
Nairobi. The information collected during the pil@ was checked for validity and reliability.

This was done by randomly selecting a sample ompleyees each from the Ministry and
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administering the questionnaire on them. The randample ensured that all the respondents got
an equal chance of participating in the pilot stutlye instrument will be reviewed based on the
pre-test experience. According to the results efgithot test the cronbach alpha was found to be
0.79 which was sufficient and thus the instrumeiat wonsidered valid and reliable for the
study. In addition, the SMEs included in the pitgtiwere excluded for the sampling frame for

the entire study.

3.8 Data Analysis

Data collected was mainly quantitative in natured amas appropriately analyzed using

descriptive statistics. The raw data from the fialds entered into the SPSS software and
thereafter cleaning was done before the analygarbelhe descriptive statistical tools in SPSS
helped the researcher to describe the data andndeéethe extent to be used. Correlation

analysis was used to analyze the relationship letwibe variables. Measures of central
tendencies and frequency distribution were alsoeggad. The results were presented using

charts, graphs and frequency tables.
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CHAPTER 4

DATA ANALYSIS AND DISCUSSION

4.0 Introduction

This chapter focuses on the analysis of the catedata from the field as well as the discussions
of the findings. The results of the study are basedeneral objective of the study which was to

investigate financial management challenges affgcierformance of the small and medium

enterprises in Nairobi. The results of the studg presented in both tabular and graphical

formats.

4.1 Response Rate

The target sample for this study was 60 SMEs ojmgrat Nairobi. However, only 58 SMEs that
responded to the questionnaires issued out byegearcher thus resulting to a response rate of
96.7% which is above the 70% response rate thrégiMligenda and Mugenda 2003). Hence

the sample size was sufficient.

4.2 Personal Details
This section presents the personal details oféepandents. The following are presented below,
gender of the respondents, number of employeeshbaBMEs have and the sector which the

business operates.

Figure 4.1: Back Ground Information
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According to the results of the study, 43.1% ofiéspondents interviewed were males while the
rest 56.9% were females. In addition, the resulte® study showed that majority (94.8%) of the
SMEs sampled had between 0 and 100 employees thkileest (5.2%) of them had employees
between 101 to 200. Therefore according to theltesost of the SMEs in Nairobi had less 100

employees in total.

Figure 4.2: Nature of SMEs
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The figure above show that majority (24.1%) of gempled SMEs were in service sector,

followed by the SMEs in the automotive sector whicmstituted to 22.4% of the total sample.
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In addition, food and beverage SMEs and cosmeteEr&inment constituted to 19% each of the
total sample size while the stationery and prinforgned 8.6% of the sample size and finally the
building textile contributed to 6.9% of the totanspled. This implies that most of the sampled
SMEs were in the service and automotive sectoreedsas food and beverage and cosmetic

entertainme

4.3 Business Regulation

This section presents the results of the busirezgdation.

TABLE 1: Business Regulation
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Statement Frequency Percent
Setting of Business Regulations
Yes 51 87.9
No 7 12.1
Business affected by Recent Fluctuations
Yes 54 93.1
No 4 6.9
Recent Fluctuating Interest Rates affected the
Business
52 94.5
Yes
3 55
No
Recent Increase in Inflation Affected
Organization Financially
52 89.7
Yes
6 10.3
No

The results in the above table show that 87.9%hefSMEs sampled had business regulations

while only 12.1% of them that didn’t have the regidns. Moreover, 93.1% of the sampled
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businesses according to the respondents had bésstedf by the recent fluctuations in the

exchange rates in the market while the rest (6.Bfdirated that they had been affected. The
results also showed that 94.5% of the sampled bssas had been affected by the recent
fluctuations of the interest rates by the finandratitutions while only 5.5% of them that

indicated that they had been affected by the s&melly, the results showed that 89.7% of the
sampled businesses had been affected financiallihéyecent increase in the inflation rates
while 10.3% of them indicated that they had notrbaffected. The above results imply that the
recent fluctuations, fluctuation in the interedesaand increase in the inflation had a negative

impact on the business of the respondents.

FIGURE 3: Impact of Global Competition
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On the effect of global competition on the busiessshe results of the study showed that 51.4%
of the SMEs had had no any effect at all, 34.2%hefm said that the global competition had a
low impact on their SMEs, 6.5% said that the impaes moderate. In addition, 4.8% of the
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SMEs reported that the impact of the global contipetiwvas great while only 3.1% of the SMEs

reported that the impact was very great. Furtherthe effect of tax legislation in the recent

years’ impact on the business, the survey reshtisved that 48.3% of the SMEs experienced a
great impact while 43.1% experienced a fair im@enxct only 8.6% of them experienced no effect
of the securities exchange on business in the S&tEois Finally, on the recent changes in the
rules and regulations of the securities exchangé%&®f the sampled SMEs said that it had an
impact while the rest said that it didn’t have ampact on the SMEs performance. This implies
that the global competition had little or no impact the performance of the SME4. Record

Keeping
This section presents the results for record kegpynthe SMEs.

FIGURE 4: Books of Accounts

HYes

B No

Based on the above figure the results of the stltyw that 85% of the sampled SMEs in
Nairobi had books of accounts while 15% did notehthe books of accounts. Among the SMEs
which had books of accounts the following figurepdays specific financial records which they

said that they maintained
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FIGURE 5: Financial Records Maintained by SMEs

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

85%

Cash

45.50%

Trial Balance

34%

50%

31%

Profit and Loss

Balance Sheet All

According to the results of the study, 85% of tlanpled SMEs maintained the Cash Book

records, while 50% maintained the balance sheetddlition, 45.5% maintained the trial balance

and another 34% maintained the profit and lossrdscaHowever, only 31% of the sampled

SMEs confirmed that they maintained all the aborarfcial records. On how often they use the

above financial records, 53.4% of the respondaitsthat they use the above sometimes; while

31% said that they use the above always. This esghat majority of the SMEs do not have

proper maintenance of the financial records.
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FIGURE 6: Accounting Information System
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69% of the respondents noted that their SMEs dichave accounting information system while
only 31% of the SMEs had the accounting informatsystem. In addition, according to the
results, 89.7% of the respondents said that thegtaia their SMEs financial records while only

10.3% of them who said that they outsource sentiz@saintain the financial records.

4.5 Financing Sources

This section presents the analysis of the souréenafing to the sampled SMEs

FIGURE 7: Sources of Finance
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According to the above graph, the Micro Financeitumsons were the highest (68.8%) source of
finance to the sampled SMEs, these were followethbybanks (25.7%) and then other sources
at 3.2%. in addition, there was 2.3% of the sam@®tEs which relied on friends for funding.
On whether the SMEs required collaterals when attgdunds from the lending institutions,
69% of the respondents said that they requiredendiPo of them said that it was not required.
On the extent to which the financial institutionsisture affected the businesses when accessing
funds from the financial institutions, the resudfsthe study showed that 44.8% considered the
effect as moderate, 27.6% as great extent and end®h5% considered the structures as having

no effect at all. Thus the MFIs were the major sewf funds to the SMEs.

TABLE 2 Impact of Financial Institutions Structure on SMEs Funding

Statement Very Great | Great Extent | Moderate Low Extent | No Extent at
Extent Extent All

The size of the| 19.6% 39.2% 13.7% 3.9% 23.5%
Financial

Institution

Ownership of | 30.6% 22.4% 10.2% 36.7%
Financial

Institution

The results in the above table show that majoB8/4%) of the respondents said that the size of
the financial institution greatly impacted on thBIESs funding, 19.6% of the respondents said
that the impact of the size of the financial ingtdn had a very great impact on the SMEs
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funding. In total, majority of the respondents a&gi¢hat the size of the financial institution had a
great impact on the funding of the SMEs. Furtheerdb2% of the interviewed respondents
agreed that the ownership of the financial ingbtuthad a great impact on the funding of the
SMEs where most actually reported that the impaas wery great. However, only a significant
proportion (36.7%) of the respondents said thaktinas no impact at all of the ownership of the
financial institution on the funding of the SMEseWrtheless, majority reported that the
ownership of the financial institution impacted aggely on the SMEs funding. In addition,
market concentration and market share was deemealeono impact at all on the funding of the
SMEs. This is according to 36.7% of the respondddé&vertheless, a significant 28.6% of the
respondents said that the market concentratiorshack had a great impact on the funding of the
SMEs. However, according to the results, majorityttee respondents felt that the market
concentration and market share had no impact onnipact was low on the funding of the

SMEs.
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TABLE 3: Credit Availability

Statement Strongly Agree Neutral Disagree Strongly
Agree Disagree
Foreign 33.3 25.0 33.3 8.3

Owned Banks

Higher 29.4 38.2 14.7 17.6 0.0
Market

Concentration

Institutions in | 8.8 82.8 8.8 0.0 0.0
More
Concentrated

Market

On the association of the foreign-owned banks witkater credit availability for the SMEs,
33.3% of the respondents disagreed with the abtatersent, while 8.3% strongly disagreed
with the statement. Nevertheless, another 33.3%efrespondents agreed with the statement
and 25.7% remained neutral when asked this questiowever, according to the results most of
the respondents disagreed that foreign-owned hadkddually or larger shares for these banks
are associated with greater credit availabilitySMEs. In addition, on the statement “greater
market concentration of financial institutions reds the supply of credit of credit available to

credit worthy SMES”, majority (over 70%) of the pemdents agreed with the statement while

54



only 17% of them disagreed with the statement. Tiesins that higher market concentration of
financial institutions reduces the supply of creditilable to credit worthy SMEs according to
the respondents. Finally, on the statement “instiis in more concentrated markets increase
SMEs access to credit by using relationship leridiager 90% of the respondents agreed with
this statement and hence institution in more cotnated markets increase SMEs access to credit
by using relationship lending according to the dashpespondents. Hence according to the
results greater market concentration and instistio more concentrated markets affected credit
availability. However, presence of foreign ownechksm did not have any impact on credit

availability.

FIGURE 8: Risk Affecting SMEs
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According to the above figure, 84.3% of the sam@8&tEs said that there were risks which were
affecting their businesses while another 86% daatl they faced risks in the management of the

finances. However, the results of the survey shotvatl47.1% of the sampled SMEs in Nairobi
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had monitoring tools. This implies that over 50%tlo¢ SMEs do not have monitoring tools

which may impact on their performance negatively.

FIGURE 9: Monitoring and Evaluation
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On how frequent the monitoring and evaluation isedm the SMEs, 46.9% of the respondents
said that it’s rarely, 28.6% said frequently wH2&.5% said that it's never. Therefore, based on
the above only 28.6% of the SMEs sampled which alishonitoring and evaluation of their

business in the sampled area. This implies thatitorimg and evaluation is carried out by a few

businesses and this poses a financial risk.
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FIGURE 10: Management of

Risks
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On the management of risk in the SMEs, majority.{%) of the respondents said that they
usually ignore whenever a risk appears, 30.2% ef rdtspondents said that they involve a
profession in dealing with the risk while 22.4%thé respondents said that they use the risk

management system to deal with the risk.

4.6 Correlation Analysis

Correlation analysis is a statistical technique olvhis used to establish if there exists a
relationship between two variables. In correlatimmalysis, the researcher is interested in
computing the correlation coefficient which liesween (-1) and (+1). A correlation coefficient
of positive one (+1) means that there is a perpesitive relationship between the two variables
and a correlation coefficient of negative 1 medma there is a strong negative relationship
between the two variables. In this study, the ne$wa generated six variables using factor

analysis in SPSS. Factor Analysis is a statisteetinique of reducing the dimensionality of the
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data while maximizing on the variation explaine@ tpenerated factor scores. The generated
variables were business regulation, record keepiimggncial source, risk management,
monitoring procedure and the performance. In thigdys the dependent variable was
performance of the SMEs while the independent tbega were business regulation, record
keeping, financial source, risk management and toong procedure. The results of the

correlation analysis are presented below:

TABLE 4: Correlation Coefficients between Dependen¥ariable and Independent

Variables

Variable Correlation Coefficient (p) p-value
Business Regulations 0.462 0.001
Record Keeping 0.582 0.000
Financial Source 0.488 0.002
Risk Management 0.679 0.000
Monitoring Procedure 0.514 0.001

a=0.05 (Level of significance is 0.05)

The results of the correlation analysis showed thate was a positive significant relationship
between the business regulations and the perfornafitbe SMEs in NairobpE0.462, p<0.05).
The relationship between record keeping and théopeance of SMEs was found to be
significant and positivepE0.582, p<0.05). This implies that the correlatimetween the two

variables is significant such that an improvementhie business regulations will lead to better
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performance by the SMEs. In addition, the resofighe study showed that there was a
significant positive relationship between the relckeeping and the performance of SMEs. The
correlation coefficient between these two variablas found to be 0.582 with an associated p-

value of 0.000.

According to the study this implies that an impnment in the record keeping for the SMEs can
lead to a better performance. Further, the ressittswed that the correlation coefficient
associated with financial source is 0.488 with ssoaiated p-value of 0.002 which implies that
there is a significant relationship between finahsburce and the performance of the SMEs. An
improvement in the funding of the SMEs would leadcah improved performance of the SMEs.
Moreover, the study showed that risk managemeas associated with the performance of the
SMEs. According to the results there is a strongjtpe@ relationship between risk management
and performance of the SMEs. The correlation caefiit associated with these two variables is
0.679 with an associated p-value of 0.000. Thisomting to the study implies that an
improvement in the risk management practices by $IMEs would lead to an improved
performance by the SMEs. Finally, the study shotirad the monitoring procedures applied by
the SMEs are strongly related to the performand¢e Gorrelation coefficient associated with
these two variables is found to be 0.514 with aoeiated p-value of 0.001. These results imply
that an improvement in the monitoring procedurecihs applied by the SMEs will lead to an

improved performance by the SMEs.
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CHAPTER FIVE

SUMMARY OF THE FINDINGS, CONCLUSIONS AND RECOMMENDA TIONS

5.0 Introduction

This chapter presents the summary of the mainrmdiom the study, the conclusion of the

study and the recommendations which are based ewrdhclusion of the study. The general

objective of the study was to investigate finanam@nagement challenges affecting performance
of the SMEs in Nairobi. In particular, the studyught to establish how business regulations
affected the performance of the SMEs in Nairobiatidition, the aimed at investigating how

record keeping, source of finance, and the momigpprocedures affected the performance of the
SMEs. Finally, the study was interested in investigg how the source of funding affected the

performance of the SMEs in Nairobi County.

5.1 Summary of the Major Findings

This study targeted sixty SMEs operating in Nair@wounty, however, only 58 SMEs that
responded to questionnaires and this translated iesponse rate of 97% which is above the
recommended 70%. In addition, according to thelt®$6.9% of the respondents were females
while majority of the sampled SMEs had a work fooféess than 100 employees. On the nature
of the SMEs, the study revealed that majority einthwas in the service industry while still there

were a significant number of those in the autongotindustry.

The study revealed that the SMEs sampled had ssiegulations. Further, it was noted from
the study that the fluctuations in the exchangesratid impacted negatively on the performance

of the SMEs as reported by the respondents. Thétses the study also showed that the SMEs
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had been affected by the fluctuations of the irgterates by the financial institutions while still

most of the SMEs had been affected financially H®y iecent increase in the inflation rates. On
the impact of the global competition on the bussndéise results of the study showed that this did
not have much impact on the SMEs. This may bebated to the fact that the SMEs sampled in
the survey dealt with local products and henceithgact of global competition was little.

Further, on the impact of the tax legislation i tlecent years’ impact on the business, the
survey results showed that majority of the SMEseelgmced great impact. Finally, the recent
changes in the rules and regulations of the séesitxchange were found to have impacted on

the performance of the SMEs negatively.

The study found that the SMEs in Nairobi had adbptee book keeping habit which is a
positive behavior among the SMEs. In addition, shedy found that the mostly used form of
financial records among the SMEs were cash, takdrxre, profit and loss, and the balance sheet.
However, the study established that the SMEs hsltlad no existing accounting information
system. In addition, most the SMEs reported they timaintain their own financial records and

hence do not outsource for the expertise.

On the financial sources, it was established bystioely that them receive funding from the
micro finance institutions followed by banks anill sbme reported that they receive the funding
from the friends. For the SMEs that rely on thefidial institutions for funding, the results of
the survey established that the size of the fir@nostitution greatly affected the allocation of
funds as does the ownership of the financial ittib. It was found by the study that local
financial institution were more likely to fund tf@MEs compared with the foreign owned
financial institutions. However, the study also riduout that market concentration and market

share had little impact on the funding of the SMHse results of the survey showed that the
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SMEs were exposed to various risks which among theduded poor monitoring and
evaluation of the SMEs. The study found that mdsthe SMEs carry out monitoring and
evaluation on rare cases. Finally, the study foontithat the SMEs managers had little or no

skills of managing risks which may arise in theibasses.

The results of the correlation analysis showed ttexte was a significant correlation between the
performance of the SMEs and the business regulafiocording to the results of the study, an
improvement in the business regulations would imerihe performance of the SMEs positively;
mean that there was a direct relationship betwberbusiness regulations and performance of
the SMEs. In addition, the study showed that thveas a significant correlation between the
record keeping and the performance of the SMEss Télationship was found to be positive
implying that an improvement in the book keepingiteawould improve the performance of the
SMEs. The results of the study also showed thafitf@ncial source was also associated with
performance of the SMEs. According to the resulis, SMEs which got their financial source
from the micro finance institutions were more likeb perform better than the SMEs which
received funds from others sources. The outconteeoktudy is in line with Lokhande, (2011)
that source of financial funds were critical in frerformance of the SMEs. However, this result
needs further investigation. Also the results & #tudy showed that risk management was
positively associated with the performance of tMES which mean that an improvement in the
risk management procedure would improve the peidocea of the SMEs. Finally, the results
showed that there was a strong positive correldieiween the monitoring procedure which had
been employed by the SMEs and their performancis. ddiresponds with the findings of Manic
Karaj in (2010) which established that risk managetand monitoring tools were critical in the

performance of the SMEs.
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5.2 Conclusions

The results of the correlation analysis showed thate was a positive significant relationship
between the business regulations and the perfornafitbe SMEs in NairobpE0.462, p<0.05).
This shows that a positive change in governmentulagigns would help improve the

performance of the women owned SMEs.

The relationship between record keeping and thdéopeance of SMEs was found to be
significant and positivepE0.582, p<0.05). This implies that the correlatioetween the two
variables is significant such that an improvementhie business regulations will lead to better

performance by the SMEs.

In addition, the results of the study showed tlmstré was a significant positive relationship
between the record keeping and the performancevildsS The correlation coefficient between
these two variables was found to be 0.582 withsmo@ated p-value of 0.000. This implies that

an improvement in the record keeping for the SMétslead to a better performance.

The results showed that the correlation coefficas#ociated with financial source is 0.488 with
an associated p-value of 0.002 which implies thatd is a significant relationship between
financial source and the performance of the SMEsimMprovement in the funding of the SMEs

would lead to an improved performance of the SMEs.

The study showed that risk management is also @atedowith the performance of the SMEs.
According to the results there is a strong positeationship between risk management and
performance of the SMEs. The correlation coefficiagsociated with these two variables is
0.679 with an associated p-value of 0.000. Thislisspthat an improvement in the risk

management practices by the SMEs would lead tonpnoived performance by the SMEs.
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Finally, the study showed that the monitoring pchoes applied by the SMEs are strongly
related to the performance (r= 0.514 p= 0.001. &hesults imply that an improvement in the
monitoring procedure which is applied by the SMES lead to an improved performance by the

SMEs.

5.3 Recommendations

Based on the above conclusion, the study recomntbatithe SMEs managers should undertake
some risk management courses to improve on themégskagement skills. In addition, the SMEs
managers need to come up with clear monitoringgmoees and monitoring tools to monitor the
performance of their businesses. This will be hélpf tracking the progress of the performance
from one point in time to another. The line minedrand the various microfinance institutions
should also assist the SMEs in developing the mang tools and monitoring plans. In
addition, there is need for more training to the E3\Wby the line ministries and microfinance

institution in regard to monitoring procedure.

The financial institutions should increase theinding to the SMEs and make the funds easily
accessible to them so that the performance of SM&g not be affected negatively by lack of
funds. The study also recommends that the SMEs neethake use of the accounting

information system.

5.4 Recommendation for Further Research

From the results of this study, the researchemgtyorecommends for an analytical study to
investigate the challenges that the SMEs face ¢essing funds from the financial institutions.
This could be done from both perspective namebmfthe financial institutions view and from

the SMEs view and then integrate the results toecamwith the challenges faced by SMEs in
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accessing funds. Finally, the study recommendsahasearch be done to establish how access
to funds affects the growth of the SMEs in KenyaaHy, there is need to establish the growth
trend of the SMEs in the country in respect witle theriod that these SMEs have been

operational.
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APENDIX I: Letter of Introduction

Thikn Ramd, Hoormis
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To whom It may concern,
Dear Sir/Madam,
RE: EA PR

Thiz is to certify that ESTHER WANJIKU WAWERU REG NO. 10/D4237 has
been permitted by the School of Business and Public Management to carry out
research on the topic “Financial Management challenges affecting the
performance of Small and Medium Enterprises in Nairobi”. The research
is purely for academic purposes and for the partial fulfillment of the
requirements for the MBA Corporate Management Degree Program.

Kindly assist the student with information where possible,

Yaurs faithfully,

)}me. Silas Onyango
Dean, School of Business and Public Management
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ANNEX II: QUESTIONNAIRE

Research on Financial Management Challenges Afiigthie Performance of Small and Medium

Enterprises in Nairobi

Part | Personal details

Instructions

Please place a cross (X) in the appropriate box.

1. Please indicate your gender
Female [ ]
Male [ ]

2. How many employees does your organization havetal?

0to 10 [ ] 20 [ ]
21t030 [ ] 3140 [ ]
Over40][ ]

3 In which sector does your business operates?

Service [ ] (please specify)..................

Automotive [ ]

Food and beverages | ]

Stationery and printing [ ]
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Building Textile [ ]

Steel Consumer goods | ]

Part Il Business regulation

1. Have set any business regulations in your business

Yes [ ] No[ ]

if yes, list four of them

2. Have the recent fluctuating exchange rates taffliepour business?

Yes | ] No[ ]

If so briefly explain

3. Have the recent fluctuating interest rates &éggour business?

Yes [ ] No[ ]

If yes briefly explain how it affects your business
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4. Has the recent increase in inflation affectedryarganization financially?

Yes[ ] No[ ]

If yes briefly explain how it affects your business

5. How has your business been affected by locapebition?

To a very great extent [ ]
To a great extent [ ]
To a moderate extent [ ]
To a low extent [ ]
To no extent at all [ ]
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1. In which way have the tax legislation changesthe last three years affected your

organization?
Greatly [ ]
Fairly [ ]

Notatall[ ]

2. Do the changes in the rules and regulations hef $ecurities exchange affect your

organization?

Yes[ ] No [ ]

If yes briefly explain how they affect your busises

Part IV Record keeping

1. Does your organization maintain books of acceunt

Yes[ ] No [ ]

2. Which Financial Records do you maintain in yousiness?

i) Cash [ ]ii) Trial Balance [ ] iii) Profiand loss [ ] iv) Balance sheet|[ ]

V) All [ ]
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3. Please tick as appropriate

1. Daily 2. Weekly 3. Monthly 4. Quarterly Zearly
Financial Records 1 2 3 4 5
Cash Book

Trial Balance

Profit and Loss

Balance Sheet

3. Does your organization have an accounting inébion system?

Yes|[ ] No.[ ]

If yes briefly explain how it is used.

4. Who maintains your financial records?
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i) Self

i) Outsourcing

iii) Company’s Accountant

Part Financial Sources

1. how do you raise your finances?

i) Friends

i) Micro finance institution

iii) Banks [ ]

iv) Others [ ]

2. Do you require collaterals when accessing funadis fthe lending institutions?

Yes|[ ] No[ ]

If yes briefly explain how it affects your business

3. To what extent does the financial institutiorusture affect your accessibility for funds from

the financial institutions?

To a very great extent [ ]
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To a great extent [ ]

To a moderate extent [ ]
To a low extent [ ]
To no extent at all [ ]

4. To what extent do the following factors of ficéad institution structure affect your

organization in accessing funds from financialitnibns?

Description

Very great
extent
Great extent
Moderate
extent

Low extent
No extent at

all

The size of the financial institution

Ownership of the financig

institution(locally owned or foreign owned)

Market concentration and market share

5. To what extent do you agree with the followintgtsments in relation to your organization

accessing funds from financial institutions?

Description

Strongly agree

agree
neutral

disagree
Strongly
disagree
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Foreign-owned banks are associated with

greater credit availability for SMEs

Higher market concentration of financial
institutions reduces the supply of credit

available to creditworthy SMEs

Institutions in more concentrated markets
increase SMEs access to credit by using

relationship lending

Part V Risk Management and Monitoring

1. Does your business face some risks

Yes|[ ] No[ ]

2. Are these risks affecting you in managing your flices?

Yes|[ ] No[ ]
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3. Does your business have a monitoring tool?

Yes|[ ] No[ ]

1. How often is Monitoring and evaluation carriad m your business?
i) Frequently [ ]

i) Rarely [ ]

iii) Never [ ]

2. How does the SME manage the risks encounteredsimess?

i) Involves a professional [ ]

i) By use of risk management system

iii) Ignore [ ]
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

APPENDIX Il LIST OF SMES

Business name

Businessactivitydescription

Elimatt distributors

Small hardware

Monica nyanjau ndungu

Small shop & miraa m-pesa

Neypart communications ltd

M-pesa services/photocopy

Marinoz enterprises

Cyber cafe

Al mosko ventures

Scrap metal dealers

Makro communications

Mpesa/ mmobile accesories

Cleatech communication & accessories

Mobile accessories m-pesa services

Cilas enterprises Itd

General supplies

Prince uniforms

Sellining & tailoring uniforms

Cumaki productions

Music shop

Grace wangui itotia t/a wa - mathaai hawkers pride

Hawkers ware

Isotech interconnections Itd

Mobile accessories- mpesa

Vabene couture

Retail of clothes

Keylink distributors

Imports wholesale and retail of tailoring acceso& storage

Tell tell

Retail and wholesale of hardware and general madika

Partex enterprises

Tailoring and ready made garments

Vaghela men's wear Itd

Tailoring and readymade garments

Kagochi spot shop

Retail shop & mpesa

Express garments

Medium trader

Kibrose school uniforms

Ready made clothing & tailoring

Benwa african wear

Retail of cloth

Krish trading co.

General merchants

Sewtech (k) limited

Sales and service of sewing machines
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24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

Ben electronics

Retail of radio and television & electronic spare

Beauty b services

Secretarial services

Mvinyo centre

Wholesale & retail of mobile phones & accessoredljing cards,

electronics, electricals / m-pesa

Kenya toner & ink suppliers

Retail of stationery

Mara creations

Selling of beads and textiles

Vineyard communications

M - pesa, scratch cards, photocopy & mobile accesso

Krish trading co. Ltd

General merchants

Strategic mobile Itd

Retail of mobile accessories/ mpesa

Best image exhibition

Electronics mobile accesories

Delight technology

Mobile and accessories

San liam (k) Itd

Belts retail and wholesale

Daves corner electricals Itd

Retail of electricals / equity agency

Telemon communication

M-pesa , sale of scratch cards

Rohi textiles

Retail services

Uniform distrubutors Itd

Wholesalers/retailers/general

Jaylin stores Itd

Dealers in suiting materials and accessories

Naran's

Retail and wholesale of ready made garments

M ismail and bros

Retail stationery and electronics

Gobss wholesalers

Wholesale of garments

Gemdip wears

Wholesale /retail of ready made garments -travgligoods shoes

Krish trading company

Retail general merchants

Five star tailors

Retail of textiles

Fast card point

Retail of greeting cards

Worth foto studio

Photographic shop

Grace wangui itotia t/a wa - mathaai hawkers pride

Hawkers goods

Kigutha music store

Music shop & duplicating

C k gakuru & sons

General merchant shop and retail of polythene laagl tailoring

High view optical centre

Optician
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52

53

54

55

56

57

58

59

60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81

Soft and fair cosmetic

Retail of cosmetics & mpesa

Channia transport co. Ltd

Courier services

Fine glass merchants

Retail of glass and mirrors

Control fire systems limited

Supply & installation of fire alarm,fire suppreti@nsecurity systems

Depeniel links enterprise Itd

Stationery & printing papers

Iftin electricals

Electricals

Combo store

Mini shop & m-pesa

Capter enterprises

Small hardware shop

Capri shop

General merchant

Tevan enterprises

Retail hawkers items

Bizz connections

Mobile phones and accessories/m-pesa

Delight twechnology

Retail shop,mobile and m-pesa

Green seas enterprises

Wines and spirit wholesalers

Balozi beauty care

Wholesale of cosmetics

Jasper rose

Mobile accessories and mpesa

Baraka communications and electronics

Mobile accessories & electronics & mpesa

Comlink invesments

Mpesa/computer services & photocoping

Njambas book centre

Bookshop

Shayna cosmetics Itd

Sale of cosmetics

Shaneva stockist

Gift goods (storage)

Top achievers bookshop

Bookshop and storage

Bereka hawkers point

Selling hawkers accessories toys, hairpieces, bhiedi

Regent book supplies (e.a)

Suppliers of text books

Stewan computer garage Itd

Sales & repair of second hand computers

Krish trading company

General retail merchants

Treadstone ventures Itd

Import & export

Paradise eye care

Retail opticians - optics

Dolphin cellular services

Phone & beauty accessories/mpesa services

Benwide general suppliers

Retail of stationery/ equity agent

Jowaka beauty salon

Salon & kinyozi/ massage
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82

83

84

85

86

87

88

89

90

91

92

93

94

95

96

97

98

99

100

101

102

103

104

105

106

107

108

109

Touchline agencies Itd

Safaricom airtime and mpesa

Julius wanjohi maina

General merchant

Texkim agencies

Mobile accessories/m-pesa services

Josrick merchants

General supplies

Petty designs

Tailoring

Ernest mburu

Soda distributor

Magnum africa Itd

Sale of motor bikes and spare parts

Esko polythene centre

Wholesale and retail of packaging bags

Kiwi communication Itd

Mpesa & sale of cds &electrical items

Bliston enterprises

Retail of textiles

Sarahs beauty ware house

Cosmetics products

Premier trading company Itd

Whole sale retail of general merchant /motor bitiegtles/sewing

machine/electricalapliances etc

Touchline agencies Itd

Mobile phone,accessories & m-pesa

Candy land Itd

Confectionery and general traders

Kichewa trading agencies

Import and retail

Spurtech enterprises

Toys shop

Tracejack limited

Sale of cd-rs, audio tapes and general supplies

Samuna enterprises systems

Buying & selling of stationery,text books

A one electronics Itd

Import,wholesale of electronics

Camp david electronics

Grocery and mpesa services

Bestman cosmetics shop

Retailof cosmetics products/ storage

Lexus auto spares

Retail of motor vehicles spares

Mirror sew -knit parts

Retail of sewing and knitting and raw matksi of immmitation

jewellery

Cake art

Wedding cakes and services

Corner polythene shop

Retail of polythene bags, photocopy services & soda

Profile kenya Itd

Retail shop

Isotech interconnections Itd

Mobile accessories & mpesa services

Urembo centre Itd

Retail of beauty care products
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Premier trading company limited

General merchandise motor bike,bicycle sewing nmeghlectrical

appliances

Jk vision Itd

Electronics retail and wholesale

Brysalexonn electro services & m-pesa

Sale of electronics & m-pesa

Kamusinga shop

Retail shop with mpesa

Keen merchandisers

Beauty products

Blueberry art company

Printing and stationery shop

Starwest technologies limited

Mpesa services and spare parts

Aquanetiks gift shop

Pet products

Zolar enterprises

Stall management office

Roms communication

Mobile phones repair and mpes

Sowaki electricals

Electricals

Beauty beat cosmetics

Beauty products & telephone accessories

Coptex

Wholesale and retail of textile garments

Prince wears

Dealers in textiles

Shethia wholesalers

Wholesale and retail trade of garment shoes andrgemerchant

Bumper harvest Itd

General merchants

Raj ushanga house Itd

Import/wholesale/retail medium trader shop

Eagle wholesalers Itd

Wholesal & retail of readymade garments

Idris enterprises Itd

Retail of watches & electronics repair

Vic agencies limited Wholesale & retail of general items
Ushanga Itd General merchant and storage
Mibisco Itd Medium grocery

Chase collections Itd

Sale of clothes/ shoes and storage

Turtle wines and spirits

Sale of wines and spirits/storage

New faith beauty cosmetics

Retail hawkers items

Ndathe bata stokist

Foot wear

Overt services

Mpesa, snacka nad mobile phone accessories

Feliwama cyber cafe

Cyber cafe

Blue nile investment and trading company limited

M-pesa anc cosmetics
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Sebarchy logistics

Storage

Sew-tech (kenya) Itd

Sales & services of sewing machines

Roselyn packs

Stephen polythene

Muhoro electronics & boutique

Electronics boutique

White rose drycleaners ltd

Spare parts

Grand destiny company Itd

Selling of music accessories/mpesa

Friendly exbitions

Boutique

Multi tools (k) Itd

Retail of hardware items

D m cosmetics

Retail of cosmetics and m-pesa services

Intensive printing works Itd

Small printing & stationery

Jitegemee enterprises

Sale of second hand clothes & shoes

Yag general suppliers

Suppliers of stationery

Joseph macharia ngonyi

Sale of second hand clothes and shoes

Branvic agencies

Printing and stationery

Acts enterprises

Stationary (text books) and m-pesa

Kayaba one shop

Retail shop, stationery & mpesa

Pamoja enterprises Itd

Shop

Multi - trade investments (e.a) co. Ltd

Selling commodities

Joncy textiles

Tailoring materials and accessibles

Kausik & co Itd

Wholesale retail of textiles and accessories

Jessica international

Import of stationery & wholesale

Jagi ventures Itd

Supermarket

Gawa cosmetics shop

Wholesale & retail of cosmetics

Gawa cosmetics shop

Wholesale & retail of cosmetics

Beauty city

Sale of cosmetics & sale of phone s and cards

Shammah graphics & stationers

Small computer printing

Lamini emporium

General merchants/agro chem/gen.trade

Glass craft limited

Retail household goods

Kagwanja emporium

Retail of textile

Dunsac textiles

Retail of textile materials
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Anchor graphics works

stationary shop and printers

Elimatt distributors

Supplies of general hardware

Gravity trading co. Limited

Retail of sundries and hardware

Optiven enterprises

Supply of stationery

Hari pharm pharmacy Itd

Dispensing chemist

Ridhdhi (e.a) limited

Import wholesale of masai beads shukas wire textile

Art beads

Medium trader

Wananchi optical goods

Optician

The music makers

Small music studio

Active wear limited

General merchant

Sovee limited

Trading in agricultural equipments, generators gwptimps and

hardware

Afri labaratory supplies

Retail of laboratory equipment

Finstar enterprise limited

Retail of house-hold & electrical goods

Franiza clothing & materials

Retail of new clothes, telephone services

Internet cyber one

Cyber cafe and cyber bureau

Manorath office supplies

Medium general supplies

Generation insight

Stationery and m-pesa

Patel auto mobile house Itd

Retail of new automobile spares, motor cars, hat&& accessories

lubricants

Jirani pharmacy

Chemist

Khoja telecoms

Mobile phones, accessories & mpesa

Tasneem stores Itd

Wholesale and retail of textiles

Mobile friendly

Mobile phones and accessories

Green seas enterprises

General shop

Acts enterprises

Stationery -text books/ m-pesa

Topknit sewing

Retail of sewing machines and textiles commodities

Gondalwalla trading

Hardware,glass,stationery and graphic materials

Kak & q stationery

Stationery & m- pesa services

Sure pharma Itd

Retail of pharmacy m pesa
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Style and glamoure Itd

General marchant and m-pesa

Air minister music shop

Sale of music production

Ponamu ventures ltd

Retail of electronics/mpesa/photocopy

Pauldon limited

Retail of foodstuff

Pesa point Itd-river rd

Atm services

Jacks communications

Retail shop & simu ya jamii & mobile charging

Digo emporium

Bicycle dealer s &spares

Trust opticians

Selling spectacles frames, lenses & accesories

Nitin wholesalers Itd

Wholesale

Wireless communication

General merchant

East african studios (2004) k Itd

Photo-stidio,photoprocessing,&retail

Ketan emporium.

General merchants

Dipkatex

General trader shop and retail services

Eye world Itd

Ophthalmic &dispencing opticians

Daily domestic Itd

Retail of house hold utensils

Manfreco Itd

Small trader-wholesaler

Riverside communications

Computer & telephone services and courier sengea

Bluehill investment limited

Stationery retail / supplies

Livingcos (k) limited

Wholesale retail cosmetics

Omulembe enterprises

Retail of picture frames/tailoring

Aanfra computer solutions

Sale of computer parts ,accessories &communications

Eunice njeri t/ahigh power investments

Hawkers ware

Maharshi stationers Itd

Medium trader- stationers

Damsolo music work

Music editting and progarmming
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