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ABSTRACT

This research project dealt with factors influegcfmancial sustainability of youth enterprises
funded under the Youth Enterprise development funiMombasa County. A report from the
Ministry of Youth Affairs revealed that repaymeates of beneficiary enterprises from the Coast
province were very low. Of concern was the fact haut of the 4 constituencies of Mombasa
County were in the bottom half of the province &were in the last 50 in national rankings in
terms of debt recovery. The purpose of this studg W examine the factors that influenced the
ability of these enterprises that receive fundirggrf the YEDF to meet the financial obligations
of their operations and service their loans as\ahdn required. Literature surveyed revealed
four prominent factors in relation to financial ®isability, namely; leadership profile, financial
planning, financial and administration procedurasd internal methods of financing. The
researcher dwelt on these factors in carrying betstudy. The study was conducted through a
descriptive survey. Random sampling and purposelecton was used to pick the groups
sampled and 5 YEDF officers as key informants. Dre&s collected using questionnaires and
interviews. Questionnaires were analyzed and ptedarsing tables and in form of percentages,
means and standard deviation. Findings from thervigws were analyzed for content and
presented in narrative form according to the thenaatas in relation to the variables. The study
revealed that most enterprise groups consistedatd members with a majority having attained
high school education. The leaders and membersast groups had no prior experience in
business. Though most groups appreciated the iamptof financial plans, few businesses had
documented their plans and were therefore likelghtange them frequently. Additionally most
groups appreciated the importance of having adtnatisn and financial procedures and
controls and checked their records on a weekly onthly basis. However the study also
revealed that most groups only drew up an incontk ependiture account and few drew up
balance sheets and cash flow statements implyilagkaof knowledge or understanding in key
financial concepts. The study showed that persooatribution from group members was the
most popular form of internal financing. Howevemwias noted that savings from income of the
group scored lowly, implying that in most casesivestment into the business was not a priority
for the group members and this could greatly affieetfinancial operations of the business. The
null hypotheses were accepted for the hypothests tenducted on the variables under study
implying that further research is needed to idgnother factors that influence financial
sustainability of these enterprises. It was theeetbe recommendation of the researcher that the
groups be given more training to enable them unaeds key financial concepts and
strengthening monitoring and evaluation of thesmigs by the YEDF officers. The researcher
has also suggested that a similar study could fveedaout in other counties as well as studies on
other factors that could affect the financial sunsthility of these groups.

Xiii



CHAPTER ONE
INTRODUCTION

1.1 Background of the study
The global youth unemployment situation has ledremation of youth enterprise programs that

advice and gives funding to youth enterprises. émy&a the Youth Enterprise Development Fund
gives loans to youth enterprises. One major chgdlgrlaguing the fund is low repayment rates.
Of special concern to this study is the coast megnd Mombasa County in particular; to find

out the factors influencing financial sustainakitif these enterprises.

The United Nations puts the global youth populati@mging from the ages of 15-24 at over 1.03
billion people or approximately 18 percent of tlseat world population (UN Department for
public information, 1997).The population of unemm@d youth globally in 2010 was estimated
at 77.7 million (The International Labor Organipati[ILO], 2011).The African Youth report by
the United Nations Economic Commission for Afri¢saNECA] (2011) stated thatowth (aged
15 to 24) constitute slightly more than 20 per agin@frica’s population.In addition the report
indicates that about 36.8 percent of Africa’s worke is youth and that in 2009 the youth
unemployment rate was at 11.9 percent in Sub-Sahfreca and 23.7 percent in North Africa.
In East Africa, the African Development Indicatd?08/09 reported a high unemployment rate
among the youth of ages 15-24 of 83 percent in dgdMVorld Bank [WB], 2009).Closer home,
the population rates among Kenyan youth has beethewnpward trend as shown in the table
1.1.

Table 1.1: Youth Population growth (1969-2009)

Age 1969 1979 1989 1999 2009

15-19 1,104,999 1,741,845 2,378,696 3,403,178 4,169,543
20-24 878,111 1,327,404 1,902,934 2,832,918 3,775,103
25-29 760,839 1,055,712 1,629,761 2,259,503 3,201,226
30-34 580,189 818,076 1,159,424 1,685,922 2,519,506

Source:( S.K Njonjo, 2010, Youth fact book)



As indicated in the table 1.1, youth populatiorkKenya has been increasing since 1969 to 2009.
Currently, 78.31 percent of Kenyans are below 34ryeold. Those aged 15-34 years old
constitute 35.39 percent of the population (asdciig Njonjo S.K, 2010).The Kenyan Census
results in 2009 (Kenya National Bureau of StatssfkNBS], 2009) and the YEDF strategic plan
(Youth Enterprise Development Fund[YEDF] 2008-2014yeal the same trend. The Kenyan
unemployment rate is approximately 40 percent dnidhie population an estimated 64 percent

comprise the youth.

The current generation is probably witnessing #rgdst population of youth in history; most of
these youth have attained at least the basic edocétvel requirements in primary and
secondary schools. The formal workforce or whaeised as white collar jobs can only absorb
a very small percentage of this population. Thé egber remain jobless for a long time or with
diminishing hope in getting formal employment, jdime growing informal sector.The global
focus is on continued development of the small medium enterprise which forms the core of

entrepreneurship (Wanjumbi, 2006).

The Global Entrepreneurship Monitor (GEM) 2011répdr‘an upsurge in entrepreneurship
around the world-entrepreneurs are now numberirgy @®0 million in 54 countries-with
millions of new hires and job creation expectationthe coming years.'(GEM, 2011)

An earlier report by GEM in 2006 indicated that ggundividuals between the age 18 and 34
were actively involved in entrepreneurship in &é t34 developed and developing countries
surveyed, regardless of the level of GDP per capitavever it noted that the level of activity by

age groups differed significantly across countwéh different income levels (GEM, 2006).

Many countries have developed and adopted youthigeland created programmes that provide
support to youth enterprises. There are many exasnpl successful youth entrepreneurship
programmes. According to Chigunta (2002), ‘Two b€ tmost successful programmes for
promoting youth entrepreneurship are therenditorialita Giovanile(IG) S.p.A in Italy and
The Prince’s Trust-Business (PTB) in the Uniteddtiom

Sharif (1998) noted that ‘The tendency towards eglployment among youth is much greater in
sub-Saharan Africa than in other parts of the wofs cited in Chigunta, 2002).In Africa

programmes geared toward youth entrepreneurshipdead<atura Youth Enterprise Centre

2



(KAYEC), a community based organization in Namikihich provides training, information,
workspace and support to young people who aspistatd their own business. In South Africa
an initiative calledEducation with Enterprise TrusEWET) runs two schemes: théouth
Enterprise SocietfYES) for secondary schools amlsiness Nowor out-of-school youth.
Another initiative calledCentre for Opportunity Developmerdrovides a structured and
experiential development programme for youth wilpieations towards starting their own

businesses.

The post-election violence of 2007 during whichig&runemployed youth were lured into
joining ethnic terror gangs that meted out tribalence, resulted in increased government effort
to tackle this issue (Amenya, Onsongo, Guyo and @&, 2011).The government through its
National Youth policy has initiated a number of gnammes, including th&azi Kwa Vijana
(KKV) programme that was launched in April 2009 amals aimed at employing youth in rural
and urban areas in labor intensive public work oty implemented by different line
ministries(Amenya et.al.,2011) Théouth Enterprise Development FuiidEDF) is another
initiative by the Government of Kenya (GoK) to adea loans to youth enterprises as well as

offer business development services and entreprgmettraining.

The Youth Enterprise Development Fund (YEDF) wast#shed by the government in June
2006 as one of the strategies of addressing yowgmployment. The Fund is one of the flagship
projects of Vision 2030, under the social pillahigwill be achieved through provision of credit
and equipping the youth with appropriate skillscteatively engage in economically viable
activities.The fund targets young people within #ge bracket of 18 to 35 years whose total
population currently stands at 13 million. To ddte Fund has advanced loans worth Kshs. 5.2
billion to 144,000 youth enterprises. Out of thisaunt Kshs. 545.3 million has been advanced
to 12,407 group projects while Kshs. 54.2 millioashbeen disbursed to 2111 individual
enterprises at the constituency level. Throughnioid intermediaries the Fund has financed
129,385 group and individual enterprises to theetahKshs. 4.6 billion. Because the Fund is
revolving the cumulative amount advanced as loansiare than what the Fund has received

from Treasury (YEDF status report 2011).



A report from the Ministry of Youth Affairs and Sgie (MOYA)-Coast province (Appendix 4)
indicated that as at 3Dctober, 2010, the province had been allocated 4&million under the
C-YES Programme since its inception in 2007. Ot tamount kshs 37,228,626 had been
approved. As at the same date, only kshs 5,866434 percent had been recovered. 10 out of
the 21 constituencies in the province, almost 5@gme were ranked in the last 50 constituencies
nationally in terms of the debt recovered. In addit the report also shows that of the 4
constituencies that represent Mombasa County, whitlie area of focus in this study, 3 were in
the bottom half of the province and 2 in the Ig&&irbnational rankings.

Another report from the YEDF as at 29/2/12 indidatieat out of the 241 registered groups in
Mombasa County, 158 or 66% had elapsed the 12 npartbd required for paying the loan and
only 13 groups or 5% had paid up as shown in thlfle

Table 1.2: YEDF summary of repayment ratesin Mombasa County as at 29/2/12

Constituency No. of youth No. of youth No. of enterprises in
enterprises enterprises that have arrears that have not

cleared payments as made any payment
at 29/2/12 as at 29/2/12

Changamwe 62 6 35

Kisauni 80 2 58

Likoni 54 2 40

Mvita 45 3 25

Total 241 13 158

Source (C-YES loan status report 29/02/12)

Under the C-YES programme, groups are given a gpac®d of 3 months before they start
repayment of the loan. Indeed if these are theduthat have been disbursed and recovered by
the YEDF since it began its operations in 2007nttleere’s a cause for concern at such low
levels of recovery. This cause for concern doeonbt present itself as a challenge to the YEDF
in terms debt recovery to ensure the Fund’s susbdity, but also points to a significant
problem; that of financial sustainability of thesmterprises once they receive funding; their

ability to meet the costs of their operations andervise their loans.



Adongo and Stork (2005) defined financial sustaiitgbas the ‘ability to cover costs
independent of external subsidies from donors eegonent’. Leon (2001) in defining financial
sustainability for Non-profit organizations addédtt ‘financial sustainability means ensuring the
longevity of the organization’. Kavanagh (2007)oaidentified long-tem financial planning as a

key component in financial sustainability.

In attempting to explain what financial sustaingypimeans for youth enterprises, it is imperative
then to include the proposition that once theserprises have received funding through the C-
YES programme, it should be their aim to work todgagenerating income that covers their
costs, including consistently servicing this dabtand when it falls due without reverting to
additional borrowing. This explanation should aiske into account the fact this process should
ensure the long term financial planning is carreed to secure the long term survival of the

enterprise.

This situation is brought into focus by recent firgb of a research carried out by the Centre for
Enterprise Development (CED). The study carriedinutlairobi was highlighted in one of the
dailies. The study titled ‘Are youth and women iarya ready for business?’ engaged over 200
participants from both the Women Enterprise Fundithe Youth Enterprise Development Fund.
The study indicated that 5 out of every 10 youngpte seeking funding from the government
are ill-equipped to run their own businesses. 61@%omen entrepreneurs and 48% of the
youth surveyed have less than 50% likelihood ofss success. The results indicated further
that entrepreneurial readiness is still low. Onrage, one in every three start-ups fails within the
first six months. This is vindicated by the facittlalmost half the beneficiaries were yet to start
business one to three months after receiving thdifig (Daily Nation:Smart Busines$eb. 21
2012)

If the research findings were anything to go byentht was only prudent to surmise that the
financial sustainability of youth enterprises athgaeceiving funding from the YEDF was in

serious question and had be subjected to closetirsgr



1.2 Statement of the problem
According to the YEDF report of 2011 ‘the Fund levanced loans worth kshs 5.2 billion to

144,000 youth enterprises. Out of this amount Ists3 million has been advanced to 12,407
group projects while kshs 54.2 million has beerbdlised to 2111 individuals at constituency
level'. As at 31 October, 2010, the 21 constituencies that mak€aast province had approved
and disbursed about kshs 37.2 million and only KsBsmillion had been recovered. The four
constituencies that make up Mombasa County hadvezt&shs 8.5 million and recovered kshs
1.03 million, representing only 12.2 percent of thaeds disbursed. This is not far from the
provincial figure of debt recovered which stoodLdtpercent. These low repayment levels were
despite the fact that the fund has a mandatoryfipagcing training programme to enhance
sustainability of youth enterprises. In additiong tCED study revealed a low entrepreneurial
readiness and fund seekers who were ill-equippedridheir own businesses; facts that affect
financial sustainability of these enterprises. M&chphasis in reporting on the performance of
YEDF had been laid in the allocation of these futathe counties and successful approval and
disbursements made as well as the challenges teatrtind has faced in the course of

implementing its mandate.

Current research in developing countries on engregurship had also dwelt largely on the
performance and factors influencing the financigdtainability of the funding institutions; for
instance Adongo and Stork (2005) addressed ‘faatdiigencing the financial sustainability of
selected micro-finance institutions in Namibia’ alhenya et al. (2011) carried out a case study
in Nyaribari Chache constituency to analyze thdlehges facing the YEDF. The other point of
emphasis in entrepreneurial discussions and rdsearon the gender factor. An ILO paper
(2003) looked at ‘Jobs, gender and small enterfmigdrica’ in discussing the growth of women
entrepreneurs in Tanzania. In instances where nesé@ad focused on youth entrepreneurship,
the direction of the discussion had leaned mostiytlee challenges facing youth enterprises.

Chigunta (2002) focused on key policy challengegoofth entrepreneurship.

It was therefore apparent that although there waming discussion on entrepreneurship, there
was little emphasis on the performance and findrstiatainability of these enterprises and in
particular, youth enterprises. There has been glde&information and research on how these

recipient organizations perform after receivingding. While the YEDF must be applauded as



an initiative that has helped many youth entergrigerealize their dreams, it is only half the
story. The other crucial half of the story couldyobe determined by the performance of these
enterprises. It was important to take into consilen the fact that the YEDF receives a
significant allocation of the fiscal budget fronetjovernment through the MOYA; additionally,

the C-YES programme under the YEDF does not requorgh to have collateral and there is
currently no legal mechanism to compel recipientsepay their loans. This makes the Fund
vulnerable to youth who are looking for quick, easgney with no legal ramifications in case of
failure. Yet financial sustainability is importaiftthese enterprises were to continue meeting

their own financial needs and realize growth whil¢he same time servicing their loans.

There was therefore a need to explore the detentsnaf financial sustainability of youth
enterprises receiving funding through the YEDF andre specifically those under the C-YES
programme, seeing as such the low levels of repayneported and as research results obtained
focused instead on the financial sustainabilityuofding institutions, whose situation may not be
entirely comparable and relevant to these entepiiis terms of their objectives and purpose of

existence.

1.3 Purpose of the study
The purpose of the study was to examine the factioas influence the ability of youth

enterprises that receive funding from the YEDF-CYE&gram in Mombasa County to meet the
financial obligations of their operations and seeviheir loans when required, as well as to

examine the challenges that they face in doing so.

1.4 Objectives of the study
The purpose of the study was realized throughdhewing objectives:

1. To establish how leadership profile influencesfthancial sustainability of an enterprise

2. To examine how the existence and use of a finandah influences the financial
sustainability of an enterprise

3. To establish how procedures for administration tamahcial controls influence financial
sustainability of an enterprise

4. To establish how other internal methods of finagane employed apart from the YEDF

and how they influence financial sustainabilityaof enterprise.



1.5 Research Questions and research hypotheses
The study focused on four research questions amdhigpotheses.

1.5.1 Research Questions
The research questions of the study were:

1. How does the leader’s profile influence financiadtinability of an enterprise?

2. How does the existence and use of a financial ipifurence financial sustainability of an
enterprise?

3. What are the procedures in place for administrasind financial controls and how do
they influence the financial sustainability of antexprise?

4. What are the internal methods of financing emplogpdrt from the YEDF and how do

they influence financial sustainability of an eptése?

1.5.2 Research Hypotheses
The following research hypotheses were tested:

1. Ho=There is no relationship between prior businesgpes&nce and financial
sustainability of youth enterprises
H,= There is a relationship between prior busineg&rence and financial sustainability
of youth enterprises

2. Ho=There is no relationship between preparing finangians and financial sustainability
of youth enterprises
H;=There is a relationship between preparing findrens and financial sustainability
of youth enterprises

3. Ho=There is no relationship between keeping recoady dnd financial sustainability of
youth enterprises.
H,=There is a relationship between keeping daily rés@nd financial sustainability of
youth enterprises

4. Ho=There is no relationship between having internathods of financing and financial
sustainability of youth enterprises
H,=There is a relationship between having internalhods of financing and financial

sustainability of youth enterprises



1.6 Significance of the study
The findings of this research were to enable th®FEstablish the leadership profile of those

youths leading these enterprises in terms of le¥edducation, training and experience. This
would help in tailoring training approaches thatwdb be in sync with their level of

understanding and training gaps identified.

In examining the existence and use of financiahglat was the researcher’s intention that the
findings from this research would encourage theserprising youth groups to adopt long term
financial planning. This would ensure proper mamaget of financial resources and a keener
emphasis during the preparation of budgets andnpignfor expenditure as well as expected

income.

It was also intended that in establishing how pdoces for administration and financial control
influence financial sustainability, the enterprisgsuld develop an immediate need to adopt
financial tools and procedures that would helpdthieir long term ability to meet their financial
obligations and realize profitability and growthhi3 would be ensured through more accurate
record keeping and proper preparation and inteapegt of financial statements. It would also
help YEDF officers to focus on monitoring and e\aian to realize and address training gaps in
financial skills among the groups.

Establishing other internal methods of financingptayed by these groups was to help in
encouraging these groups to find means of finanttiagdid not involve more debt. In particular
it was intended that these enterprises would piserion reinvesting savings from their income
as the cheapest and most immediately available édrfimancing.

The study would also contribute to an area of aceaé.e. youth entrepreneurship, that is still

relatively new and gaps and questions for furtkeearch in this area would be identified.

1.7 Delimitations of the study
The research was to be conducted within the follgvgarameters:

1. Only group enterprises under the C-YES programroleidied in the research. Individual
owned enterprises under the C-YES programme andetheceiving funding from
financial intermediaries were excluded.

2. Only group enterprises in Mombasa County were tathe

9



1.8 Limitations of the study
The following limitations were encountered durihg study:

1.

The language of communication, especially in usinahcial terms was observed during
the pilot study. This was mitigated by having saeens changed to the commonplace
names used by most youth enterprises and trargslatid presenting the questionnaire in
Kiswabhili for some groups.

Some questions were not answered properly. Theandssr administered the
guestionnaires personally and was able to reviehsaek clarification before the session

ended.

1.9 Basic assumptions of the study
The study took the following assumptions into cdesation:

1.

3.

The YEDF department in Mombasa county would avesllist and contacts of the groups
in Mombasa who are recipients of funding underGRéES programme

The targeted population of youth enterprises urter C-YES would be willing to
participate in the study

The participants in the study would answer questiauthfully.

1.10 Definition of significant terms
Administration and finance procedures-the operational definition was also adopted from

Leon (2001) as actions or measures put in pladérthest record the organization’s transactions

to enable us visualize the organization as a whaleése records include evidence of financial

statements.

Financial plan of action- the operational use of this term will adopt LeoQQ2) definition as

‘projected expenditures and the organization’s mpiidé to generate the income to cover those

expenditures’.

Financial sustainability- the definition was adopted from Adongo and S{@®05) ‘the ability

to cover costs independent of external subsidas filonors or government’. For the purpose of

this study it is the ability to cover cost, incladirepayment of the YEDF loan without additional

borrowing to cover these expenses.
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Internal financing- the operational definition of this term refers fisnds that the Youth
enterprise raises apart from the YEDF and thera®oret subjected to the repayment obligation
or conditions under which funding was received frita YEDF C-YES fund as well as any

other debt financing or equity financing that regaipart or full ownership transfer.

Profile- the use of this word was derived from the dictignaefinition as ‘a representation of
information (especially on certain characteristicsjorded in a quantified form’; to this end,

information on certain characteristics of the guiee leaders.

1.11 Organization of the study
The study has been organized into five chapterg flist chapter introduces the study by

looking at the youth unemployment situation anddbecept of youth enterprises and promotion
programmes. It also covers an introduction to tlaitif Enterprise Development Fund (YEDF)
and outlines the performance of the fund in theodstituencies of Mombasa County. The
chapter also outlines the statement of the probfanpose and objectives, research questions,
significance, limitations and delimitations, basissumptions of the study and definition of

significant terms.

The second chapter reviews literature on youtlepréneurship promotion programmes and
those related to the four factors influencing ficiahsustainability of youth enterprises, namely;
leadership profile, financial plans, administratiand financial procedures and controls and

internal methods of financing.

The third chapter explains the research methodddaigypted in the study. It outlines the research
design, target population, sampling size and saimggirocedure, data collection methods and
procedures, validity and reliability of researctstmments, ethical considerations and data

analysis and presentation techniques used.
In the fourth chapter the data analysis, presemtaind interpretation is outlined.

A summary of findings, discussion, conclusions esmbmmendations make up the fifth chapter

of this study.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction
This literature review section begins with briefeoview on Youth Enterprise promotion

programmesThis is followed by an in-depth review of literaguiocusing on the key variables of
the study, namely: the leadership profile, finahg@anning, administration and finance

procedures and internal methods of financing.

2.2 Youth entrepreneurship promotion programmes
Youth enterprise promotion programmes consist ofegament or private initiatives and

sometimes partnerships between the two aimed abstipg youth enterprise activities.

Chigunta (2002) observes that ‘there is no singlécp model for the encouragement and
promotion of entrepreneurial activities among tleith. As the OECD report (2001) notes, as
new programmes develop in various national andurlltsettings, they tend to show more,
rather than less variety in their content and @ejivmechanisms. Enterprise promotion projects
have different goals and objectives, in terms afntk, aspirations and types of interventions.
Broadly speaking however, programmes aimed at ptiageenterprise among youth can be
divided into two categories: those aimed at in-stlyouth and those designed to meet the needs
of non-school youth.” In Kenya we have Entrepreskip studies that have been introduced in
tertiary institutions for the in-school youth. Howvee these entrepreneurship courses still lean
largely on the theoretical side. The YEFD is onehsmitiative by the government that is aimed

at funding out-of-school youth engaging in enteinitiatives.

The impact of these programmes on youth entergeselopment vary from country to country.
Chigunta (2002) notes that in all these programrtfese is one common gap, that ‘with the
exception of just few countries and programmestinaad assistance for business development
and expansion after a year or so of operations irem@most absent. This may occur because
official programmes and even some private ones rhecbiased by short-term labour-policy
issues, namely reducing youth unemployment anéskeciated problems quickly and sharply (
OECD, 2001; White and Kenyon, 2000).” The ILO (2p@&per on ‘Barriers and incentives to
enterprise start-ups by young people’ also conaiitts the perspective that these initiatives may

often be short term and have little impact by gtilvhite and Kenyon (2001) who assert that * in
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certain situations and conditions youth enterpsiseuld not be promoted, especially when it is
only concerned with keeping young people busy'. islttherefore the prerogative of the

government and private individuals who drive sughatives to ensure that they are long term in
focus in order to have significant impact in theelihoods of these young entrepreneurs and

sustainability of their enterprises beyond the fpesar.

2.3 Leadership profile and financial sustainability

The leader of the organization or the enterprisaesvis also the vision carrier and therefore the
one who will know where the organization is head&sl.with many aspects of the enterprise
where he or she will be required to define direttiso it will be with providing financial

direction. For the leader to do this he or she iregua certain level of competence and skills as

well as basic understanding of some concepts.

Wickham P. A (2006) states that leadership ‘is easingly recognized as a critical part of
managerial success’. He further defines leadersisipthe power to focus and direct the
organization’ and that ‘the entrepreneur is respo@sfor setting the goals that must be
achieved...then encourage the individuals in thegaoizations to take the particular course of
action set forth in order to meet these goals’. liRaband Judge (2007) define leadership as the

‘ability to influence a group toward the achieverneha vision or set goals’.

An entrepreneur is therefore the one who also htildsvision on the financial goals of the
enterprise. It is upon him or her to set the finahgoals that must be achieved, and focus and
direct the organization staff towards meeting thgsals. If an entrepreneur does not develop or
communicate financial goals then chances are theiarfinancial resources and income from
the venture will be misallocated, resulting in diad to meet financial goals and a negative effect
on the operations of the enterprise. After alhig teader does not know the way, then it cannot
be expected that those working under him can dobetter. Most likely his or her staff will
meander their way in spending the resources inathat does not optimize returns and there
are no financial targets to aspire towards in miowi of their services. Leon P (2001)
emphasizes that ‘it is nearly impossible to achidirencial sustainability without the

organization’s leadership and directors’.
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Indeed studies by the Centre for Creative Leader€DCL) show that investments in leadership
development lead to improved bottom-line finang@atformance, ability to attract and retain
talent, drive a performance culture and increasegrozational agility. A study in Harvard

business review by Laura Bassie and Daniel McM@26€7) showed a strong link between
leadership skills and the bottom line. The studgrexed the stock prices of 11 publicly traded
financial services firms. Companies with high seofer their investments in human capital
delivered stock market returns that were 5 timaghdn than that of companies with less
emphasis on human capital. Bassie and McMurreraided a separate study of 750 large, public
firms. The bottom line: organizations with the beatman capital practices provided returns to
shareholders that were 3 times greater than théseompanies with weak human capital

practices.

The ability of the leader to work towards achievamef financial sustainability is reliant on
certain characteristics of the leader. The educalitevel of an enterprise leader is important.
The educational level of an entrepreneur will detae the skills for responsible planning and
use of financial resources available. Educatiorbkrsaone acquire basic arithmetic skills and
reading and writing skills. In a report titled ‘adusions concerning the promotion of sustainable
enterprises’ by the international labor conferepic€] (2007), one of the conditions cited for a
conducive environment for sustainable enterprisas aducation training and lifelong learning.
The report further explains that ‘human talenthie single most important productive factor in
today’s economy. Focusing on the development okiked workforce and the expansion of
human capabilities through high quality system®dadication, training and lifelong learning is
important for helping workers to find good jobs aderprises to find the skilled workers they
need.’ This strong and positive association betwasircation and success of the enterprise are
further echoed by Panda (2001). It is true thatetlaee many entrepreneurs in Africa and Kenya
who were have not been able to get the basic eédacatd have still managed to do well. In fact
research shows that only 47% of pupils in primaryo®l secure entry into the secondary level
and dropout rates at the secondary level range frorto 50% (Keriga L and Bujra A, 2009).
Some of these drop out students will go into tHermal sector and start their own businesses,
however with little understanding or ability to neakasic financial decisions. It is perhaps why;
these enterprises remain small and subsistentb@arsty meeting needs while their counterparts

in developed countries grow with a global perspecéind outreach.
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Research further shows that ‘57% of entreprenenrsiigh income countries have a post
secondary education, an indication that these cesnare building skills for entrepreneurs as
compared to 23% in poor countries. Again nearly 5fi%ntrepreneurs in low income countries
do not have post secondary education as against df3#beir counterparts in high income
countries (GEM 2004). These and many other confinen 2004 research findings of global
entrepreneurship monitor that there is a positmerelation between educational attainment and

entrepreneurial behavior (as cited by Dwomo-Foksowhah-Nuamah and Boadu 2011)

Prior experience in the enterprise activities sbamportant component of the leadership. Prior
experience in the current business venture as gogee or apprentice working for someone
else or as a business owner increases the chahsescess. According to Peterson, Kozmetsky
and Ridgeway, 1983; Praalad and Hamel, 1990 andr8gviand Spencer, 1992, this is because
experience provides one with competencies andsskilbperate in that area. A leader may gain
through prior experience, competencies and skillareas of operations, finance, marketing,
human resource and management skills. The succasdefilures of a past venture also will
provide valuable lessons for the entrepreneur armmtease the predictive ability of the
entrepreneur as a leader when making decisionsit@s by Yusof 2011). Other studies have
been done that show that prior experience may aa Quarantee for future business success,

such as Bowen, Morara and Mureithi (2009).

However for certain technical aspects of the bwsingr particular industry, prior experience
proves invaluable especially in enhancing the datisnaking process. For instance certain
industries or products experience seasonal vamstio demand. Such foreknowledge will help
an entrepreneur adjust their finances so that m@egt tied up in unnecessary inventory during
low season. A study conducted by Wadhwa, Agganelly and Salkever (2009) on 549

company founders in the United States (US) revedlemt a major challenge for the

entrepreneurs surveyed was prior experience. 9¢éeperanked prior work experience as an
important success factor and 58 percent ranked @x&remely important. 88 percent said that
learning from previous successes, and 78 percéahtlsst learning from previous failures played
an important role in their present successes. 40epe said that lessons from failures were

extremely important. Basu A (1998) also alludedht® fact that Gujarati immigrants to Britain
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from East Africa were more inclined towards selfpbmyment due to their previous experience

at running enterprises in East Africa.

Managerial and entrepreneurial skills also makampssential characteristic of the leadership of
the enterprise. Youth enterprises in Kenya are ipamall scale; as a result the entrepreneur
will many times double up as a manager to his ortdé@m of workers. Since they cannot afford
to hire experts to help them run their enterprasethis level, they need the requisite managerial
and entrepreneurial skills to do so. Wickham P2006) observed that entrepreneurial skills

could be divided into general management and paopleagement skills.

General management includes strategy, planningndiial, marketing, project management and
time management skills. People management skidluidie leadership, motivation, delegation,
communication and negotiation. The entrepreneut ba& therefore involved in planning,
organizing, controlling and directing use of fineicresources in a manner that ensures
maximum returns(Widdowson and Hailwood, 2007). With the above mentioned skills,
especially financial and planning skills, then ficas will definitely not be used correctly.
Papulova and Makros (2007) in citing Newton’s pyiciof managerial skills(Newton 2001) in
their study state that ‘at least basic understandimeeded in reading ‘numbers’, a term they use
to describe financial statements. Chandler and blgi®94) also found evidence of direct
relationships between founder's entrepreneurial andnagerial competencies and firm
performance. Widdowson and Hailwood (2007) on thedrtance of financial literacy skills,
add that ‘a person with a good level of financi&racy is likely to be better placed than
someone without those skills and knowledge to marnhgir financial affairs prudently; all else
being equal, they are more likely to budget effeyi, invest wisely and manage their debt level
in a sustainable manner. By contrast, poor findncieices, possibly based on a lack of
understanding of financial matters, can result mumber of negative outcomes, including lower

level of financial wealth and imprudent debt levels

2.4 Financial planning and financial sustainability
Leon (2001) describes a financial plan of actior@ssisting of ‘projected expenditures and the

organization’s potential to generate the incomeoer those expenditures’.
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In illustrating the importance of a financial plé&®¢arborough (2011) says that ‘* entrepreneurs
who fail to develop workable strategies for earrangrofit from the outset will eventually suffer
the ultimate business penalty: failure...More impuotta financial plan is a vital tool that helps
entrepreneurs to manage their businesses moreiedfgcsteering their way around pitfalls that
cause failures. According to Plunkett, Attner aniei (2008) ‘money is the basis for all an
organization’s operations, from acquiring resourdes honoring employee checks to
compensating investors. Money is the lifeblood mbaganization. It flows to all operatives, and
in turn, allows work to flow. A company’s financihkalth affects its ability to function at every
level'. If money is indeed the lifeblood of an ongeation, then for all intents and purposes an
enterprise must make sure that it plans for thiet ritjet in order to keep this blood at the right
levels so that it continues feeding the whole bodythe enterprise. They add further that
planning is ‘preparing for tomorrow, today’ andttiiais provides direction and unity of purpose
for organizations and their subsystems. Barringed dreland (2008) also add that ‘an
entrepreneur’s ability to pursue an opportunity aoen the opportunity into a viable
entrepreneurial firm, largely hinges on the avaligbof money’. Kavanagh(2007) also states
that ‘long term financial planning is a vital digbne for creating and maintaining financial

sustainability. Kavanagh also cites the followimgienges in financial planning:

a) Mobilizing for planning
It can be difficult to mobilize an organization fpfanning, especially if there is not a
pressing financial crisis motivating planning. Thhs leaders of a planning process must
make stakeholders aware of the need for plannidgeeate a desire to participate.

b) Presenting forecasts
Presenting revenue and expenditure forecasts cachakenging because they can
distract the governing board with questions of ¢ast precision and assumption validity
instead of how to develop strategies to achievenaaiditain financial sustainability. This
derails the planning process as the board becoowesdd on scrutinizing the forecast

and not recognizing the potential future finanaiatbalances and how to solve them.
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c) Aligning resources
Long term financial planning is a comprehensiverfand obtaining the resources to do
a thorough job can be daunting. Structuring a dapadam and making available
sufficient time to work on financial planning aressible, however.

d) Institutionalizing planning
Ideally, financial planning will become a standéedture of the organization’s financial
management and governance. Institutionalizing ptanis difficult because to requires a

number of diverse solutions.

These are challenges that can be overcome. It atlasbe remembered also that planning is not
the preserve of large scale enterprises; any eetiepr at whatever level has to plan. The
complexity of planning will be affected by the busss size and the industry in which it plies its
trade. Small scale entrepreneurs who do not uridentdanning eventually fall prey to the

wisdom that ‘failing to plan is planning to fail’.

Plans help in the guideline of operations and dgberesources of an organization. Without a
plan then the organizational resources may be baptazardly and wasted as well as become
vulnerable to fraud, a financial plan helps guithe brganization in terms of showing the
financial resources that are available to the famd the organization of such resources in a way
that maximizes these resources for the highestrrelihe process of developing a plan also
ensures that prior research has been done toisktalllere and how an organization can acquire
its resources using finances available in the most effective way, without compromising on
quality; or where it can purchase for instancesrattive raw materials that will still produce the
same goods or services but at a lower cost.

Money comes at a cost. It is therefore best toestio see how an entrepreneur can use the least
amount of it to produce their product and therefoeeable to offer this at the most competitive
price. A plan ensures this. It also helps to foeesrd plan for contingency expenses that arise
from time to time and which may require financiatieirvention.

However a plan on paper will only be as valuabl¢éhasuse it is put to. Otherwise it remains as
words on paper. It has to be implemented. It hasatatain relevant financial information a

format that is easy to understand and on a tima$ysh(Scarborough, 2011) The financial plan is
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also to be reviewed in keeping with changes expeeé in the business environment that affect
the financial resources of the enterprise (Leo®120

In a study done by Bowen et.al (2009), 54.5 perad@nthe 198 businesses studied, cited
discipline in financial management as a businessess factor. However many entrepreneurs
may shy away from the activity of financial plangimlue to lack of financial know-how;
however this to the detriment of their businesarBorough (2011) cited a study which found
that only 11 percent of small business owners aealtheir financial statements as part of the
managerial planning and decision-making procesark®cough, Wilson and Zimmerer (2009)
report that ‘one survey of small business owners Greenfield Online found that accounting
was the most intimidating part of managing theisibasses and that more than half had no

formal financial training at all’.

2.5 Administration and finance procedures, controlsand financial sustainability
Administration and financial procedures involve abing, recording and analyzing financial

information. This financial information is to beetihcommunicated to enable decision making. It
also has to be controlled and protected in termescoéss so that it is not tampered with, which
might affect the ability to make sound decisionpgkeby, 1994). A sound administration and
finance system involves a clear outline of the gemngl, procedures, technology and records
used by the enterprise.

For instance, there should be specific people lagpdlash, records or books kept for purchases,
sales etc, as well as procedures for requestingfuisgances in the enterprise. This ensures that
there are people held responsible and accountablese of financial resources and there is an

audit trail for finances used.

Leon (2001) observed that knowing how to manageuregs is essential to achieving financial
sustainability. She noted that ‘efficient procedufer administration and finances are governed
by series of institutional policies that help uskeahe most of our resources and ensure
transparency in fiscal management. Moreover, tpeseedures must enable us to anticipate the
organization’s financial standing and, ultimatetgake timely decisions in a timely manner.
Efficient procedures also allow us to generate nmeahrough the financial management of

available assets. Accounting-administrative proceslumust fit the organization’s needs.
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Regardless of their scope and structure, theseegunes must record the organization’s
transactions to enable us visualize the organizatsoa whole’.

Apart from the accounting procedures, financiatesteents are important in decision making
(Greene 2006). Firms rely on analyses of finansiatements, forecasts and budgets to assess
whether their financial objectives have been met.illcome statement, the balance sheet and the
statement of cash flows are the financial statesnéimat entrepreneurs most commonly use
(Barringer and Ireland, 2008). The financial stagata should be easy to prepare and understood
as well as reviewed frequently to facilitate demismaking. ‘Records are essential for business
purposes, for accountability and for cultural pug®according to Shepherd and Yeo (2003)’ (as
cited by Borglund and Oberg,2008) . In achievingaficial sustainability, the first two purposes

are crucial i.e. for business purposes and accbilibga

Proper finance procedures facilitate internal artkr@al audit activities. Control of financial
resources ensure that allocation of financial resesiis done in an efficient and effective
manner. Vertical controls that occur due to thercloé hierarchy in an organization ensure that
there are points of authority and responsibilitgttban be held accountable in how financial
resources have been used (Ostmann, 2009). Intmyntabl measures and processes may involve
the board of the organization or those centrahéodctivities in the department or unit. Ostmann
further adds that ‘for organizational units, measurelate to points of time or periods- a year, a
quarter of a year, a month and so on.’ Externaitasithen based on internal audit activitiesslt i
not a process of faultfinding but to ensure thatehterprise adheres with present regulations and

procedures of preparation and reporting of findrstetements.

Administrative problems have been cited as a megoise for failure of small businesses. Poor
quality of records and errors in calculation arensoof the problems encountered in record-
keeping. ‘A study by Kazooba (2006) revealed thabrprecordkeeping and a lack of basic
business management experience and skills werer roaydributors’ (as cited by Okpara and
Wynn, 2007). They also reported that ‘Inadequatmnakeeping is also a major cause of
business failure. In most cases this is not onlg thuthe low priority attached to it by new
entrepreneurs, but also to the lack of basic besimeanagement skills. Most business owners

end up losing track of their daily transactions aadnot account for their expenses and profits at
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the end of the month. Good recordkeeping providsmsall business with accurate information
on which to base decisions, such as projectingssatel purchases, determining break-even
points, and making other financial analyses. Thevalent lack of proper records has led to the

closure of some businesses, thereby making itrafisignt issue for business success’.

Some of the records that need to be diligently kepiude daily sales and purchases ledgers,
inventory controls and petty cash book among othéhrs records should be kept accurately with
accompanying evidence such as receipts or invdigesnable the preparation of accurate
financial statements; otherwise inadequate or wnate record keeping may result in erroneous
financial statements that cannot facilitate progeeision making. Again, the practice of record
keeping should not be done under the compulsigiezfsing auditors; instead it should be done
with the sincere intention of getting a true pietaf the enterprise’s standing in order to enable
proper decision making and better financial plagnimdeed it can be taken as a process that

enables continuous financial improvement for theegamise.

2.6 Internal methods of financing and financial susinability
As part of their character of being creative ambirative, youth entrepreneurs should be able to

devise ways of raising funds for their businessilsout relying heavily on debt financing. They

do not have to rely solely on financial institutsorand government agencies for capital
(Scarborough, 2011). A focus on debt or transfguast or full ownership when the enterprise is
still young and growing may not be a very wise optifor the entrepreneur. Scarborough,
Wilson and Zimmerer (2009) observe that, ‘excesbmeowing in the early days of the business
puts intense pressure on its cash flow, and begpriminority shareholder may dampen a
founder’s enthusiasm for making a business suage$étither outcome presents a bright future

for the company involved.
Some of the internal methods of financing include:

a) Personal savings
Personal savings is the least expensive sourcaemafsf Lenders and investors expect
entrepreneurs to put their own money into a busirséart-up. If the entrepreneur is not
willing to risk his own money, potential investase not likely to risk their money in the

business either (Scarborough et.al, 2009)
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b) Conversion of personal assets to business use
Apart from personal savings there are personalt@askat can be converted into cash.
According to Holt (2003) a personal car may provadsh through refinancing, and
second mortgages can be obtained for home equiiy.ihsurance policies may have
accumulated equity, and other assets such as saachpoin collections have capital
value. He also adds that ‘'some assets may alsorbeited into business use, including
personal trucks or vans, computers, telephone amgyveystems, furniture and tools
among others.’

c) Family and friends
Family and friends are a viable option of financaagording to Scarborough et.al(2009)
because of their relationship with the founder.mitg members and friends are more
patient than other outside investors and are lesddfasome in a business’s affairs than
many other types of investors. Investments fromilfarand friends are an excellent
source of seed capital and bridge financing, th@eydhat gets the young business far
enough along to attract money from private investorventure capital companies.’

d) Leasing
Scarborough (2011) notes that ‘today small busesesan lease virtually any kind of
asset-from office space and telephones to compataisheavy equipment. By leasing
expensive assets, the small business owner is tablése them without locking in
valuable capital for an extended period of timeotiner words, entrepreneurs can reduce
the long-term capital requirements of the busingsdeasing equipment and facilities,
and they are not investing their capital in de@teg assets. In addition, because no
down payment is required and because the costechdket is spread over a longer time

(lowering monthly payments), a company’s cash flowroves.

Scarborough et.al (2009) cited a study by the Gl&wdrepreneurship Monitor (GEM, 2006)
that revealed that in the United States, the awecagt of starting a business is $70,200 and that
the typical entrepreneur provides 67.9 percenhefititial capital requirement. In another GEM
report (2006) cited, they observe that, ‘family nbems and friends are the biggest source of

external capital used to launch new businesses’.
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2.7 Conceptual framework
This section presents a schematic diagram showiagedlationship between the independent

variables and the dependent variable.

Independent Variables

Leader’s profile
* Level of education
* Prior experience in enterprige
activities
 Training in managerial and
entrepreneurial skills

Existence and use of financial plan
« Documented financial plan Indeperde/ariable

» Proportion of budget comprising
administrative costs

e List of income sources an(d
approximate amounts

« Evidence of a retrospective
analysis of income sources

Financial
™ sustainability of
youth enterprises

Moderating viables

R
A

Administration and finance procedures
and controls

» Daily records of transactions i.g.

ledgers

* Financial statements kept e.g.

* Limited market access
* Narrower range of
entrepreneurial

balance sheet, income and activities o
expenditure, cash flow, inventony * Lower levels initial
control, budgets etc capital

e Ease of understanding thege
statements

* Board/management involvement
in fiscal oversight
* Internal and external audit of
financial statements

Internal methods of financing
» List of other financing methods
» Cost of these initiatives
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Figure 1. The conceptual framework
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The conceptual framework above indicates that firdnsustainability of youth enterprises,
which is the dependent variable is influenced by itidependent variables which include, the
leaders profile in terms of education, prior expece and, managerial and entrepreneurial skills.
Financial sustainability is also influenced by fic&l planning; sound administration and
finance procedures and controls as well as othternal methods of financing that do not

involve further debt or transfer of part or full pership of the enterprise.

Some moderating variables have been noted as likelgffect the relationship between the
dependent and independent variables though theyoarde focus of this study, namely: limited

market access, narrower range of entrepreneutigltees and lower levels of initial capital.

2.8 Summary of the literature review
The literature reviewed includes a background ef YEDF, a theoretical background on the

factors that influence financial sustainabilityvesll as the factors that have been identified as to
have an influence on the financial sustainabilityyouth enterprises, namely: leader’s profile,
financial planning, administration and finance m@aares, and internal methods of finance. It
was established that the leader’s profile in tewhseducation level, prior experience and
entrepreneurial and managerial skills are importainén it comes to making financial plans,
understanding the meaning behind the numbers dsawedrriving at financial decisions that
promote financial sustainability.

In addition, the literature reviewed on financidaqning has indicated the importance of
planning for the enterprise’s financial resourced ¢he challenges faced in doing so. To this
end, it has been noted that entrepreneurs may glanhing due to lack of financial know-how

but this is to the detriment of the organizatiocostinued existence.

Further, literature on administration and financecpdures and controls shows the importance
of having procedures that guide the handling adrices and keeping records. Procedures ensure
that there are specific individuals in charge nafices and processes as well as regular audit that
reduce the likelihood of fraud or waste of finahaiesources. Accurate and timely record
keeping ensures that all financial transactionscaptured and enhances the process of preparing

financial statements which are crucial in finandactision making.
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Finally, literature on internal methods of finargimevealed their role in improving an
organization’s cash flow and therefore promotingaficial sustainability. By employing other
ways of raising funds that do not include debt @lhincreases repayment obligation and
conditional requirements) and types of equity ficiag that involve part or full transfer of
ownership, the entrepreneur’s cash flow improveshasadditional financing may be used to
repay debt quicker or employed in increasing prtidacand sales of products or services

offered.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction
The chapter outlines the research design and meithmyd adopted in conducting this study. It

gives a detailed analysis of the research desigoylption and sample, data collection methods

and procedures, and the data analysis method #ratadopted.

3.2 Research design
The research project used the descriptive surveygdesince the aim was to discover and

describe the underlying reasons that cause suotatigerformance of these youth enterprises in
terms of the repayment of their loans and by extentheir ability to meet their other financial
obligations as well as capture the perceptiondi@fenterprise owners on the same. It involved a
survey of the youth enterprises in the 4 constitiemthat make up Mombasa County. A survey
was done in order to keep the number of study stbjenanageable while enabling the
investigation of the population by selecting sampte analyze and discover occurrences
(Creswell 2003) and (Best and Khan,2004) . Thisreggh was also effective as it gave an
opportunity to ask specific questions related wséhyouth enterprises under the C-YES YEDF

and relate the findings to the general population.

3.3 Target population
The target population comprised of 241 registereutly enterprises in Mombasa County under

the YEDF C-YES program in all the 4 constituen@esording to a C-YES report dated 29/2/12.
The population was further narrowed to 171 youtbugs consisting of 158 which had not

cleared payment after the stipulated 12 month pearal 13 groups that had paid up.

3.4 Sampling size and sampling procedure
The researcher used the stratification of the prisa&s according to the constituencies, presented

in the report format of the YEDF-CYES.

The sample size consisted of 32 randomly seleabethyenterprises from the 4 constituencies
that had elapsed the 12 month payment period ¢hatipulated for the loan and had not yet
begun to pay. It was expected that these entesptis&e been operating long enough to
recognize the challenges they have faced in runtliryy enterprises. The researcher had

determined a sample size of 20 percent due tontiadl size of the population, though 10 percent
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of the population is considered sufficient in dgsdore studies (Mugenda and Mugenda, 1999).
In addition the sample size included 13 youth qumises purposively selected for the study that
had successfully paid the YEDF loan. A total ofy#ith enterprises were to be studied with 2
youth enterprise owners per group participatingey informants were also purposively selected
for the study, namely: 4 YEDF officers from theahstituencies and one regional YEDF officer.

In total the sample size would include 95 respotslas shown in table 3.1.

Table 3.1:Number of study respondents

Respondents  Description No. of No. of % of No. of Total
category groups groups groups respondents respondents
in selected selected in each in each
arrears group category
Enterprises in Changamwe 35 7 20% 2 14
arrears
Kisauni 58 12 20% 2 24
Likoni 40 8 20% 2 16
Mvita 25 5 20% 2 10
Enterprises From all 13 2 26
that cleared constituencies
Key informant YEDF officer 1 5
Total 45 95
respondents

3.5 Data collection methods
The study relied on primary material data which wablected by a questionnaire and through

interviews.The questionnaires were designed for yhath enterprise participants and the
interview guide for five key informants, namely twomnstituency YEDF officers and one
regional YEDF officer. The questionnaire was dididato demographics, closed format, open
format and likert items to determine the leaderdfife, existence and use of a financial plan,
finance and administration procedures and intemethods of financing. Interview guides were
administered to the constituency officers in ortierseek to compare and verify with the

information from the questionnaires.
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3.6 Data collection procedure
The questionnaires, interviews and record reviewsrewadministered personally by the

researcher. Interviews were conducted using amvietg guide and involved note taking during
the sessions as well as personal observations wthsrsignificant to the study. The interviews

were conducted by the researcher in English or Kishvas appropriate.

3.7 Validity and reliability of research instruments
The research instruments were subjected to praeésaeensured validity and reliability.

3.7.1 Validity of research instruments

To ensure content validity, the items in the questaire and interview schedule were discussed
with the supervisor and then submitted to the ne@itY EDF officer. Recommendations from the
YEDF officer resulted in the adoption of simplemumon place terms to stand for financial
terms used in the original questionnaire, remowa addition of questions as deemed relevant
and translation of the document into Kiswabhili soofi¢he groups that found English difficult to

understand.

3.7.2 Reliability of research instruments

The questionnaire was accepted as reliable afpdostudy. The pilot study involved repeated
measurement using the test retest method wherappups included in the study from the 4
constituencies were engaged in an exercise to artheesame questionnaire twice in a span of

one week.

3.8 Ethical considerations
The researcher used a consent form for groupsatbi chosen to participate in the study. The

researcher also ensured that the subjects’ idemitdnd those of the youth enterprises that
participated in the study remained confidentialknfiesion was also sought and obtained from

the regional YEDF to approach the constituencycef and collect data from the groups.

3.9 Data analysis and presentation techniques
Completed questionnaires were edited for complstenad consistency. Data collected was then

analyzed quantitatively. Analysis of data was darsgng spreadsheet application and the
statistical package for social sciences (SPSS). filndings were illustrated in form of
distribution tables, percentages, means, standawthttbns and narrative descriptionSour

hypotheses were tested using the linear regreasialysis.
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Information collected from note taking during theerviews was analyzed for content on the
major themes in relation to the variables and diesdrand presented in thematic form using

narratives.
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3.10 Operational definition of variables

Objectives Variable Indicators Measurement | Scale Tye of| Data  Collection
Research| Method
To determine Independent Level of education | Existing Nominal | Survey Questionnaire and
whether leadershipvariable: Prior experience financial Ordinal interviews
profile influences Leadership Training in | situation of the
the financial| profile managerial and Municipal
sustainability of ar entrepreneurial Council of
enterprise skills Mombasa.
To examine how Independent Documented Knowledge Nominal | Survey Questionnaires and
the existence angdvariable: financial plan and use of aOrdinal interviews
use of a financial Financial Proportion of| financial plan
plan influences theplan budget comprising
financial administrative costs
SUStainability of ar List of income
enterprise sources and
approximate
amounts
Evidence of 4
retrospective
analysis of income
sources
To establish Independent Daily records Knowledge Nominal | Survey Questionnaires and
whether there arevariable: Financial and use of Ordinal interviews
procedures for Administrati statements kept administrative
administration and on and Internal and finance
finance and how finance external audits procedures
they influence procedures Ease of
financial = understanding
sustainability of an statements
enterprise leaders involvement

in fiscal oversight
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Objectives Variable Indicators Measurement | Scale Type of Data collection
research | method

To identify whetherl Independent List of  other| Knowledge Nominal | Survey Questionnaires and
other internal variable: financing methods | and use  of Ordinal interviews
methods of Internal Cost of these other internal
financing arel methods  of initiatives methods of
employed apart financing Frequency of use | financing apart
from the YEDF ang Benefits of these from the
how they influence methods YEDF
financial
sustainability of arn
enterprise
To identify the| Dependent | General factors influencingEstablishing | Nominal | Survey Questionnaires and
factors influencing variable: financial sustainability of the factors Ordinal interviews
financial Financial youth enterprises influencing
sustainability of| sustainability financial
youth enterprises | of youth sustainability

enterprises of youth

enterprises
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CHAPTER FOUR
DATA ANALYSIS, PRESENTATION AND INTERPRETATION

4.1 Introduction
In this chapter, the analyzed data is presentedtheg with the relevant interpretations. The

objectives of this study were to establish how éeslip profile influences the financial

sustainability of an enterprise; to examine how #hastence and use of a financial plan
influences the financial sustainability of an eptese; to establish how procedures for
administration and finance influence financial ausbility of an enterprise and to establish how
other internal methods of financing are employedriafyom the YEDF and how they influence
financial sustainability of an enterprise. Thedfigs have been presented in five parts:
Demographic characteristics of respondents, Lehgeofile, Financial plans, procedures and

controls, Internal means of financing and hypothéssting.

4.2 Response Rate
The study had initially targeted 45 youth groupshvd participants each to get 90 respondents

but only 38 groups and therefore 76 leaders resggbitd the questionnaire. This indicates a
response rate of 84%. 76 questionnaires were asti@iad personally by the researcher and 76
guestionnaires were given back. 5 officers were alterviewed.This was considered adequate

in relation to similar studies by Amenya et.al (2pand Bowen et.al (2009).

4.3 Demographic characteristics of respondents
The table 4.1 shows the demographics of the 38pgrauterms of those groups that have paid

their loans and those which have not.

Table 4.1: Default Rate

KISAUNI LIKONI CHANGAMWE MVITA

No. % No. % No. % No. %
Those have paid 2 17 3 27 1 11 2 33
Defaulters 10 83 8 73 8 89 4 67
TOTAL 12 100 11 100 9 100 6 100
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This information was obtained from YEDF reportse(sg@pendices) indicating the youth groups
which had defaulted and those who had paid thaindo The table shows that Changamwe had
the highest default percentage of 89% followed Iyal{ni (83%) and Likoni with 73%. Mvita
constituency had the lowest default rate of 67%n ahalysis of the YEDF C-YES report of
29/2/2012 revealed that 158 out of 241 or 66% hefdudted on payments. The figures in table

4.1 imply that indeed default rates are well abve thirds in all the 4 constituencies.

In all the 4 constituencies, male respondents fdroner two thirds of the total 76 participants

who took part in the study as shown in table 4.2.

Table 4.2: Gender of Respondents

KISAUNI LIKONI CHANGAMWE  MVITA

No. % No. % No. % No. %
MALE 16 67 14 64 12 67 10 83
FEMALE 8 33 8 36 6 33 2 17
TOTAL 24 100 22 100 18 100 12 100

Table 4.2 indicates that most youth group leaderslombasa County are male with Mvita
leading with 83%, followed by Changamwe and Kisaooth with 67% and Likoni which had
64%. This implies that most of the youth goingtfee funding are male.

The results from the 76 respondents in terms ofasgehown in table 4.3 reveal that leaders are
within the age of 23-35 years.

Table 4.3: Age of Respondents

KISAUNI LIKONI CHANGAMWE MVITA
AGE No. % No. % No. % No. %
18-23 8 33 6 27 6 33 2 17
23-29 10 42 6 27 8 45 4 33
30-35 6 25 10 46 4 22 6 50
TOTAL 24 100 22 100 18 100 12 100

The table 4.3 shows that 42% of the youth leadekssauni are aged 23-29 while 33% are aged
18-23. In Likoni 46% of the leaders are aged 3@B8e in Changamwe 44% are aged 23-29.
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50% of the leaders in Mvita constituency are agetivben 30 and 35 years. This implies that
the fund actually does offer resources to the tacygroup who are the youth.

An analysis of the number of members in the 38 jgsoin table 4.4 reveals that majority of

groups had members ranging between 11-20.

Table 4.4: Number of members in a group

KISAUNI LIKONI CHANGAMWE MVITA

No. % No. % No. % No. %
5-10 3 25 3 27 3 33 1 17
11-20 4 33 2 18 4 44 2 33
21-50 5 42 6 55 2 22 3 50
TOTAL 12 100 11 100 9 100 6 100

This table 4.4 indicates that 3 out of the 4 cdusticies have majority of the enterprise members
being between 21-50 with Kisauni, Likoni and Mvitaving 42%, 55% and 50% respectively.

Changamwe had a majority of respondents with groembers of between 11-20 people. This
implies that the youth enterprise groups meet th@mum requirement of 10 members per

group.

The table 4.5 shows that most of the 76 respondets high school education

Table 4.5: Education level of respondents

KISAUNI LIKONI CHANGAMWE MVITA
Level No. % No. % No. % No. %
Primary School 0 0 0 0 2 12 2 17
High School 8 33 10 46 8 44 4 33
Certificate 6 25 6 27 4 22 4 33
Diploma 9 38 6 27 4 22 2 17
Degree 1 4 0 0 0 0 0 0
TOTAL 24 100 22 100 18 100 12 100
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The stable 4.5 also shows that only 1 respondedtahadegree qualification and a few had
attended college. This implies that most resporsdbatl an understanding of basic numeracy

skills and could therefore work out income andenditure from their operations.

4.4 Leadership profile
Under the leadership profile the aspects analyserk ihe education level of the members,

experience in business before funding, the perfiddne the groups have operated after funding,
the skills of the respondents and the perceivedrtpce of aspects of the leaders profile. The
results of an hypothesis on the relationship betwgeor business experience and financial

sustainability has also been presented.

4.4.1 General education level of members in the gups

An analysis of the respondents’ answers to thergétevel of education of the other members
who make up the groups revealed that again mosteomembers in the 38 groups had a high
school or college education as shown in table 4.6

Table 4.6: general education level of members in ghgroups

KISAUNI LIKONI CHANGAMWE MVITA

LEVEL No. % No. % No. % No. %
Primary 0 0 1 9 1 11 1 17
High school 2 17 4 37 5 56 1 17
Certificate 5 42 3 27 2 22 2 33
Diploma 4 33 3 27 1 11 2 33
Degree 1 8 0 0 0 0 0 0
TOTAL 12 100 11 100 9 100 6 100

Table 4.6 indicates that a majority of the membUease attained high school education and
above. Changamwe leads in high school graduatds %% while Kisauni has 42% of its

members with certificate level. Kisauni and Mvitavke more Diploma level members both with
33%. Only Kisauni has a graduate member. Furthestipning revealed that group members

tended to have a previous association either in satpool or were in the same college when they
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decided to form an enterprise and ask for fundsaighis implies that most of the group
members would have at least basic numeracy skiltlndle financial matters.

4.4.2 Previous experience in business

Of the 38 groups taking part in the study 19 groapS0% of the groups had prior experience in
running a business as shown in table 4.7.

Table 4.7: Previous experience in business

KISAUNI LIKONI CHANGAMWE MVITA

No. % No. % No. % No. %
1-2years 1 8 4 36 2 22 1 17
3-4years 1 8 4 36 4 44 2 33
None 10 84 3 28 3 34 3 50
TOTAL 12 100 11 100 9 100 6 100

The table 4.7 shows that 83% of the respondent<€isauni had no previous experience in
business while 16% had between 1 to 4 years experie Likoni had 28%, Changamwe 34%
while Mvita had 50% without previous experiencebimsiness. This implies that only half the
groups were at a vantage point in making use oéeapce gained in issues such as planning and

use of finances.

4.4.3 Years in business after funding

About 66% percent of the 38 groups sampled had lrebnosiness for less than two years after
funding as shown in table 4.8. However all the geohad elapsed the 12 month repayment
period and yet 30 out of 38 groups or 79% had diefduAgain this implies a lack of ability to
generate sufficient income to service their deftsnne.
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Table 4.8: Years in business after funding

KISAUNI LIKONI CHANGAMWE MVITA

No. % No. % No. % No. %
1-2 years 8 67 7 64 7 78 3 50
3-4 years 3 25 1 9 2 22 1 17
More than 4 years 1 8 3 27 0 0 2 33
TOTAL 12 100 11 100 9 100 6 100

From table 4.8 it can be seen that 67% of the ygudhips in Kisauni have been in business for
1-2 years after funding while in Likoni it is 64%Changamwe 78% have been in business for
the same period while in Mvita the value is 50%hisTreflects closely to the findings of the
Centre for Enterprise Development (2012) which aée@ that 48% percent of youth surveyed

had less than 50% likelihood of business success.

4.4.4 Management skills of respondents
Most respondents indicated as having decision nga&itd goal making skills as shown in table
4.9.

Table 4.9: Management Skills of respondents

KISAUNI LIKONI CHANGAMWE MVITA TOTA
L

No. No. No. No. No. %
Planning skills 1 3 2 2 8 11
Goal making 5 5 4 1 15 19
Decision making 6 4 4 3 17 22
Motivation 2 4 2 1 9 12
Marketing skills 3 3 2 2 10 13
Accounting skills 3 2 2 1 8 11
Negotiation skills 4 1 2 2 9 12
TOTAL 24 22 18 12 76 100
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Accounting and planning skills were the lowest ihkn terms of skills at 11% each. This
implies that though the leaders may be able totergaod goals and make decisions on other
matters of the business, they may experience dedga in financial planning and decision

making as well as preparing and interpreting fima@rstatements.

4.4.5 Perceived importance of the leader’s profile

The perception of the 76 respondents on the impoetaof the leader’s profile was assessed
using different variables. Data was analyzed usiiegn scores and standard deviations. A mean
score of <1.5 implies most important, a mean sobte5 — 2.5 implies very important, 2.5 — 3.5
neutral and 3.5 — 4.5 important, while a mean sobre 4.5 implies least important. Standard
deviation of <1 means that there were no signitie@niations in response while that >1 implies

that there were significant variations in responses

Table 4.10: Perceived importance of the leader’s pfile

Mean Standard

Statement deviation

1 Where | have reached in schooling is important tfer 4.0 1.0
success of the business

2 What | have learnt in school has helped in runnimg 2.3 1.0
business

3 Prior experience in business is important for thsitess to 3.3 15
do well

4 Training is necessary to run a business well 1.0 0 0.
Grand Mean 2.6 1.5

From the table 4.10 it can be seen that importahcerrent level of education had a mean score
of 4 indicating important with a standard deviatioh1 implying there were no significant

variation in the responses. Statement 2 had a ka8 (very important), statement 3 had a
mean of 3.3 (neutral importance) while statememeén score is 1 (most important). The grand
mean of 2.6 indicates that overall importance efldader’s profile was rated as very important.

The standard deviation of 1.5 implies that thereeweowever significant variations in the
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responses. Some of the responses indicated tha sespondents felt very strongly that their
level of education and what they had gained thrdogimal learning had helped in running their
businesses while some felt strongly that it did Abiere was however agreement that training in
the requisite skills was most important. This iraplithat most respondents felt that training
would improve their operations and that the lealprofile in terms of education and requisite

training were important.

4.4.6 Relationship between prior experience in buséss and financial sustainability

The results obtained in the study enabled thenigsif the following Null hypothesis: There is
no relationship between the leader's prior expegein enterprise activities and financial
sustainability of an enterprise. The findings dre tdefault percentage as a measure of

sustainability and previous experience are tabdlet¢able 4.11:

Table 4.11: Percentage of defaulters versus percagte with no previous experience

Percentage of defaulters Percentage with no preuis
experience
Kisauni 0.83 0.83
Likoni 0.73 0.27
Changamwe 0.89 0.33
Mvita 0.67 0.5

Using SPSS a linear regression analysis was coaditicttest the hypothesis and the following

results were obtained.
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Table 4.12: ANOVA for the first hypothesis

Model Sum of df Mean F Sig.
Squares Square
1 Regression .000 1 .000 .032 .875%
Residual .029 2 .014
Total .029 3

a. Predictors: (Constant), Percentage with no Prewous
experience

b. Dependent Variable: Percentage of defaulters

Hypothesis:

Ho = There is no relationship between the leaderisr @xperience in enterprise activities and

financial sustainability of an enterprise

H, = There is a relationship between the leader'srpgkperience in enterprise activities and

financial sustainability of an enterprise

A p-value of greater than 0.05 indicates that thk mypothesis should be accepted. This means
that there is no relationship between the leaderiar experience in enterprise activities and
financial sustainability of an enterprise. Frorbléa4.12 it can be seen the p-value is 0.875

which is greater than 0.05. This implies thatrih# hypothesis was accepted.

4.5 Existence and use of financial plans
On the existence and use of financial plans, atysisawas carried out on the frequency of

preparing financial plans among the 38 groups drme 6 respondents’ perception on the
importance of preparing financial plans. An hypastkeon the relationship between preparing

financial plans and financial sustainability wascelested.
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4.5.1 Frequency of preparing financial plans
The frequency of preparing financial plans among 38 groups was assessed using various
periods as indicated on the table 4.13.

Table 4.13: Frequency of preparing financial plans

KISAUNI LIKONI CHANGAMWE  MVITA

No. % No. % No. % No. %
Weekly 2 17 1 9 2 22 2 33
Monthly 5 42 5 46 4 44 3 50
Every 3 months 1 3 27 1 11 0 0
Every 6 months 1 0 0 0
Every year 0 0 0 0
Do not prepare 3 25 2 18 2 23 1 17
TOTAL 12 100 11 100 9 100 6 100

The results indicate that most groups prepare phamsthly and weekly. Only a few prepare
every six months. About 21% of the groups do neppre any financial plan In addition, further
analysis of the question ‘Do you have a writtennplar your finances’ revealed that only 2
groups had a documented financial plan with a budlgeadministrative costs and a list of
income sources. Other groups revealed that théyeredigreed on what to do with finances
verbally without writing it down or included thegwning exercise as a minute in their meetings.
This implies that these groups may not know howdabout preparing financial plans. It may
also imply that finances may not be spent accortbngans, plans may change frequently or the
likelihood that there are no financial prioritiesrpof which is servicing the YEDF debt in cases
where plans are not documented.

4.5.2 Perceived usefulness of preparing financialgns

The perceived usefulness of preparing financiahplamong the 76 respondents was assessed
using different variables and data was analyzedgusiean scores and standard deviations. A
mean score of <1.5 implies Very useful, a meanesadrl.5 — 2.5 implies Useful, 2.5 — 3.5

neutral and 3.5 — 4.5 Least useful, while a meamesof > 4.5 implies not useful. Standard
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deviation of <1 means that there were no signitie@niations in response while that >1 implies

that there were significant variations in responsHse results are shown in table 4.14.

Table 4.14: Perceived usefulness of preparing finaral plans

Mean Standard
Statement deviation

1 A plan for finances is useful in making decisiom®uat use of money 1.7 1.1
in business

2  The budget is useful when planning for purchaseksaministrative 1.6 1.2

expenses
3 It is necessary to keep a list of income sourcesi#® business 2.0 1.6
Grand Mean 1.8 1.3

From the table 4.14 it can be seen that all theetstatements had mean scores of between 1.5 to
2.5 indicating that they were rated as useful. Jla@dard deviation was > 1 indicating that there
were significant variations in the responses. Maisation is explained by the fact that while
many groups agreed that it was useful to planif@nices, some groups did not keep budgets or
if they did they did not stick to these budgetsadidition very few groups kept a list of income

sources.

4.5.3 Relationship between preparing financial plas and financial sustainability of
enterprises

The null hypothesis tested stated that there wagelationship between preparing a financial
plan and financial sustainability of youth entegps. The findings on the default percentage as a

measure of sustainability and preparing finandiahg are shown in table 4.15.
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Table 4.15 Percentage of groups that prepare finam plans versus percentage of

defaulters
% that prepare a financial % of defaulters
plan
Kisauni 79 83
Likoni 79 73
Changamwe 83 89
Mvita 83 67

Table 4.16 ANOVA for the second hypothesis

Model Sum  of df Mean F Sig.
Squares Square
1 Regression .000 1 .000 .000 1.000
Residual .029 2 .015
Total .029 3

a. Predictors: (Constant), % that prepare a financal plan

b. Dependent Variable: % of defaulters

Hypothesis:

Ho = There is no relationship between preparingrfoial plans and financial sustainability of an

enterprise

H, = There is a relationship between preparing firrmans and financial sustainability of an

enterprise

A p-value of greater than 0.05 indicates that thké mypothesis should be accepted. This means
that there is no relationship between preparingraial plans and financial sustainability of an
enterprise. From table 4.16 it can be seen thalgevs 1.000 which is greater than 0.05. This

implies that the null hypothesis was accepted.
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4.6 Administration and financial procedures and cotrols
The frequency of checking records, financial statets prepared, the frequency of preparing

financial statements by the groups and the perdemportance of record keeping were analysed
under administration and financial procedures ammtrols. Also tested was the hypothesis on

the relationship between daily record keeping amahicial sustainability of enterprises.

4.6.1 Frequency of checking records
The results indicate that of the 38 groups, mostapred to check their financial records daily as

shown in table 4.17.

Table 4.17: Frequency of checking records

KISAUNI LIKONI CHANGAMWE MVITA

No. % No. % No. % No. %
Daily 12 100 10 90 9 100 6 100
Weekly 0 0 1 10 0 0
Monthly 0 0 0 0 0 0
They are not checked 0 0 0 0 0 0
TOTAL 12 100 11 100 9 100 6 100

Table 4.17 indicates that majority of the youthugr® check their records daily. This implies that
all the groups actually kept records of their opers and were able to account for their

expenditure and income.

4.6.2 Financial statements prepared by the groups
Financial statements prepared by the 38 group wealy/zed into 3 categories as in table 4.16.
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Table 4.18: Financial Statements prepared by the gups

KISAUNI LIKONI CHANGAMWE  MVITA
No. % No. % No. % No. %
Income and expenditure 9 75 8 73 6 67 5 83
statement only
Income and expenditure 2 17 1 9 2 22 0 0
and Balance sheet
Income and Expenditure, 1 8 2 18 1 11 1 17

balance sheet and cash

flow statement

TOTAL 12 100 11 100 9 100 6 100

From table 4.18 it can be seen that most youth pgquepare an income and expenditure
statement only. Kisauni has 75%, Likoni 73%, Chamga 67% while Mvita has 83%. Only 5
groups or 13% percent of the groups in the studpamed all the 3 statements. This implies that
the group members may not have had the knowleddgeoanto prepare these statements and
therefore may not make if any, financial interptieta from the statements prepared. This also
implies that apart from finances related to theiilydoperations, few groups take into account
other financial elements like the fixed assets elthe business and their financial implications
such as depreciation, sale of asset or repairsserdn the business. The income and expenditure

account was in most instances a simple accountanitiiumn for money in and money out.

4.6.3 Frequency of preparing financial statements
The frequency of preparing financial statementsregrtbe 38 groups was analysed into different

time periods and shown as in table 4.19.
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Table 4.19: Frequency of preparing Financial Statemnts

KISAUNI LIKONI CHANGAMWE MVITA

No. % No. % No. % No. %
Weekly 5 42 2 18 4 44 3 50
Monthly 5 42 7 64 4 44 2 33
Every 3 months 2 16 1 1 12 1 17
Every 6 months O 0 1 0 0 0 0
Yearly 0 0 0 0 0 0 0 0
TOTAL 12 100 11 100 9 100 6 100

Table 4.19 shows that most youth prepare the fiahstatements weekly and monthly. Kisauni
has 84%, Likoni 82%, Changamwe 88% and Mvita 83%lyQ7% (Kisauni), 9% (Likoni),

11% (Changamwe) and 17% (Mvita) prepare the statssyevery three months. The results of
table 4.19 when compared with those of table 4.2% mmply that most groups prepare the

income and expenditure statement for the purposkvafing proceeds among members.

4.6.4 Perceived importance of record keeping

The perceived importance of record keeping wassasseusing different variables for the
responses of the 76 participants and shown in #&l@. Data was analyzed using mean scores
and standard deviations. A mean score of <1.5 gaphost important, a mean score of 1.5 - 2.5
implies very important, 2.5 — 3.5 neutral and 3.4.5 important, a mean score of > 4.5 implies
least important. Standard deviation of <1 meaneethre no significant variations in response,

that >1 implies that there were significant vagas in responses.
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Table 4.20: Perceived importance of record keeping

Statement Mean Stdev
Daily records should be kept for the business 1340
2 Accurate records help in planning for finances araking decisions aboutl.2 0.5
money
3 Itis important to keep receipts and invoices &ards 1.9 1.3
4  There should be a specific person in charge ofikgapcords 1.8 1.2
5 Use of petty cash should be monitored and conttolle 1.6 1.2
6 Accurate records helps in preparing of financiatesnents 15 0.9
7 Group members should take part in preparing andkohg records and1.0 0.0
statements
Grand Mean 15 1.0

Table 4.20 indicates that statements 1, 2 and 7nfeth scores < 1.5 implying that they were
rated as most important while statements 3, 4, b Gmvere rated as very important as mean
score was between 1.5 — 2.5. The grand mean dhdiéates that the preparation of financial
statements was rated as very important. The stdrtzviation of 1 implies that there were no
significant variations in the responses. This ieglithat the respondents appreciated the

importance of record keeping as good businessipeact

4.6.5 Relationship between keeping daily records drfinancial sustainability of enterprises
The null hypothesis tested stated that there waselationship between keeping daily records
and financial sustainability of youth enterpris@fie findings on the default percentage as a

measure of sustainability and keeping daily recargsshown in table 4.21 and 4.22
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Table 4.21 Percentage of groups that keep daily reals versus percentage of defaulters

% that keep daily records % of defaulters
Kisauni 100 83
Likoni 89 73
Changamwe 100 89
Mvita 100 67

Table 4.22 ANOVA for the third hypothesis

Model Sum of df Mean F Sig.
Squares Square
1 Regression 33.333 1 33.333 .258 .662
Residual 258.667 2 129.333
Total 292.000 3

a. Predictors: (Constant), % that keep daily recoré

b. Dependent Variable: % of defaulters

Hypothesis:

Ho = There is no relationship between keeping daglyords and financial sustainability of an

enterprise

H, = There is a relationship between keeping daiborés and financial sustainability of an

enterprise

A p-value of greater than 0.05 indicates that thié mypothesis should be accepted. This means
that there is no relationship between keeping deglords and financial sustainability of an
enterprise. From table 4.22 it can be seen thalgevis 0.662 which is greater than 0.05. This

implies that the null hypothesis was accepted.
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4.7 Internal sources of financing
Under internal sources of financing, the internalirses of funds used and the relationship

between having internal sources of financing andrfcial sustainability of the enterprises were
analysed.

4.7.1 Internal sources of finances employed
The various sources of internal financing indicabgdhe respondents from the 38 groups were
analysed and shown in table 4.23.

Table 4.23: Internal sources of funds used by thergups

KISAUNI LIKONI CHANGAMWE  MVITA

No. % No. %  No. % No. %
Savings from income of the group 1 9 3 27 1 11 1 17
Personal contribution 4 33 3 27 3 33 2 33
Money from family or friends 0 0 1 9 0 0
Use of personal assets for business O 0 1 9 0 0 0
Loan from other finance institution 4 33 2 19 1 11 1 17
None 3 25 1 9 4 45 2 33
TOTAL 12 100 11 100 9 100 6 100

26% of the groups did not employ any other mearfsahcing apart from the YEDF. Personal
contribution by members of the group was the magtufar source of internal funds in the 4
constituencies. However of interest to note is faaings from the income of the group is second
to personal contribution from the members. This liegpthat the members may be paying
themselves first from the proceeds of the groupeads of reinvesting first in the business as

would be expected of good business practice.

49



4.7.2 Relationship between having internal sources financing and financial sustainability

of enterprises

The null hypothesis tested stated that there wa®lationship between having internal sources
of financing and financial sustainability of you#mterprises. The findings on the default
percentage as a measure of sustainability andnadteources of financing used are shown in
tables 4.24 and 4.25

Table 4.24 Percentage of groups having internal soees of financing versus percentage of

defaulters

% with internal financing % of defaulters
Kisauni 75 83
Likoni 56 73
Changamwe 91 89
Mvita 67 67

Table 4.25 ANOVA for fourth hypothesis

Model Sum of Df Mean F Sig.
Squares Square
1 Regression 198.050 1 198.050 4.216 176
Residual 93.950 2 46.975
Total 292.000 3

a. Predictors: (Constant), % with internal financing

b. Dependent Variable: % of defaulters

Hypothesis:

Ho = There is no relationship between having irdersources of financing and financial

sustainability of an enterprise

H, = There is a relationship between having intersalirces of financing and financial

sustainability of an enterprise
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A p-value of greater than 0.05 indicates that thié mypothesis should be accepted. This means
that there is no relationship between keeping deebords and financial sustainability of an
enterprise. From table 4.25 it can be seen thalgevs 0.176 which is greater than 0.05. This
implies that the null hypothesis was accepted.
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CHAPTER FIVE
SUMMARY OF FINDINGS, DISCUSSION,CONCLUSIONS AND
RECOMMENDATIONS

5.1 Introduction
This chapter summarizes the findings of the fowftlapter in relation to the variables under

study followed by a discussion on the same in imlato the literature reviewed. Conclusions
drawn from the discussion, recommendations andesigys for further research complete this

section.

5.2 Summary of findings

The first objective was to establish how leadergiigfile influences the financial sustainability
of an enterprise. The findings revealed that mespondents had a high school education and
above with only one instance in which there wasspondent who was a graduate. 15 out of 38
groups or 39% had members with no post seconeldwgation. 50% of the respondents’ 38
groups indicated as to having prior experience usiress while 66% percent had been in
business for less than 2 years after funding. Detisaking and goal making skills ranked as
highly among skills possessed by respondents valeiteunting and planning skills had the least
percentage among the 76 respondents. The perdenpedtance of the leader’s profile was rated
as very important with training getting a rating‘wiost important’. The null hypothesis stating
that there is no relationship between prior expegeand financial sustainability of an enterprise
was accepted.

In examining how the existence and use of a fir@mtan influences the financial sustainability
of an enterprise, findings revealed that most gspdp% prepared their plans monthly. However
it was found that only 2 groups had documented threancial plans with a budget, estimated
administrative costs and a list of income sour€ber groups either agreed verbally on plans
without evidence on the same or had these plamsimutes of their meetings, 21% did not
prepare plans in any form. On analysis of the peeceusefulness of preparing financial plans,
the respondents gave an overall rating of ‘usefliie null hypothesis stating there is no
relationship between preparing financial plans &indncial sustainability of an enterprise was

accepted.
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The third objective of this study was to estabhshv procedures for administration and financial
controls influence financial sustainability of anterprise. The study revealed that most groups
checked their financial records on a daily basid 28 out of the 38 groups sampled or 74%
prepared an income and expenditure statement amthéorm of financial statement. Only 13%
or 5 groups prepared all the 3 statements, nanasly low, income and expenditure and balance
sheet. Most groups prepared their statements wedklg overall rating on the perceived
importance of record keeping by the respondents ‘way important’. The null hypothesis
stating that there is no relationship between kegpiily records and financial sustainability of

an enterprise was accepted.

The final objective was to establish how othernmé methods of financing are employed apart
from the YEDF and how they influence financial sursability of an enterprise. The study
revealed that 74% of the groups employed other odstlof financing and the most popular form
being personal contribution from members of theupgsoand followed by saving from the
income of the groups. The null hypothesis stathmg there is no relationship between having

internal means of financing and financial sustailitgtof an enterprise was accepted.

5.3 Discussion
In terms of the leadership profile, 39% percenttlod groups had members with no post

secondary education. These findings are closebtaélto those of GEM (2004) that revealed
that nearly 50% percent of entrepreneurs in loverime countries do not have a post secondary
education. Accounting skills was one the least eton terms of skills possessed by the
respondents. This is contrary to emphasis place@Vimdowson and Hailwood (2007) on the
importance of financial literacy skills for prudeimancial management. One of the aspects of
the leadership profile that was perceived as ‘mogtortant’ by respondents was on training,
which resonates with the ILC(2007) that one of ¢baditions for a conducive environment for
sustainable enterprises was education, trainingiteidng learning. The hypothesis test carried
out revealed that there was no relationship betweenr experience in business and financial
sustainability of an enterprise. These results gsomdth those of Bowen et.al (2009) who found
that prior experience may not be a guarantee fardubusiness success. However they are
contrary to the results of a study by Wadhwa €R809) that found that a major challenge for

entrepreneurs surveyed was prior experience.
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On the existence and use of financial plans it sla®wvn through the study that, most of the
groups planned for their finances on a monthly 9aBhis is mostly short term planning, which
is not adequate for creating and maintaining fingrsustainability that is achieved through long
term financial planning as pointed out by Kavan&2®07). Only 2 groups had a documented
financial plan and this may imply a lack of finamicknow how as alluded to by Bowen et.al
(2009).

On the procedures for administration and financaitrols, the study revealed that most of the
groups prepare check their records daily and peepaly an income and expenditure statement
and very few prepare the cash flow statement amdahance sheet. This is contrary to Barringer
and Ireland’s (2008) observation that the threéestants are the most commonly used by the
entrepreneurs. Again this may point to a lack official know how or skills and may imply
inadequate record keeping as pointed out by OlqadaNynn (2007).

The final objective was focused on internal methofiginancing. It was revealed that most
groups used personal contribution as a means bhgdinance apart from the YEDF as it was
the least expensive source of funds as explaine8dayborough et.al (2009). However it was
also observed that personal contribution was firspriority compared to reinvesting savings
from the income of the group. Leon (2001) obseryed knowing how to manage resources is
essential to achieving financial sustainabilitywlewer these findings imply that these groups

may not yet know how to manage and prioritize thaancial needs.

5.4 Conclusions
Based on the findings it can be concluded thattreasrepreneurs accessing the YEDF are

within the stipulated age bracket with at leastighhschool education. Up to half of those
seeking funding have no prior experience in busiriesugh it has been observed that this does
not influence the financial sustainability of theisiness. There is lack of planning and

accounting or financial skills among most entrepres.

It can also be concluded that the groups lack aatequnowledge on the importance and

preparation of financial plans.

Additionally it can be concluded that the groupskeéep their financial records. They also lack

adequate knowledge in the preparation of balaneetsind cash flow statements.
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It can be concluded that most groups use persaméliloution as an internal source of financing.

The groups however need to focus on managementinahdial resources to prioritize

reinvestment of income into the business.

Finally it can be concluded that there is no relahip between the variables for which

hypotheses has been tested and financial sustitynabithe enterprises in Mombasa County.

Therefore there is need for further research tabtish the factors that influence the financial

sustainability of these enterprises.

5.5 Recommendations

The following recommendations have been put forvigrthe researcher based on findings from

the study:

1.

It is the recommendation of the researcher thatythgh entrepreneurs be given further
adequate training in the importance of and preparadf financial plans. They should
also be given adequate training in the preparadod interpretation of financial
statements in order to enable sound financial aetimaking.

The entrepreneurs should also focus on proper neamaxgt of financial resources in
order to prioritize reinvestment of income into thesiness to allow for growth. This will
also enable them meet their financial obligatiothaut strain.

Monitoring and evaluation of these enterprise geoby the YEDF officers should be
strengthened to ensure that the groups are adhterisgund financial practices that will
enable them continue running and meet their repayotdigation to the YEDF.

The minimum number of members allowed per grouprnwaecessing funds from the
YEDF is 10. The YEDF board should consider a captlm maximum number of
members in order to have groups that can effegtiveinage their enterprises without
increasing the likelihood of internal wrangles thaty affect the management of

financial resources.

5.6 Suggestions for further research

The study focused on factors influencing financgaistainability of youth enterprises in

Mombasa County only. Similar comparative studiesildobe carried out on other youth

enterprises in other Counties as well. A study @é@l$o be carried out to examine other factors
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that influence financial sustainability of thesetezprises such as political influence and the
perception of the beneficiary groups towards thrsdf

Further study can also be done to find out if thisr@ relationship between the number of
members in a group and its financial sustainabilitye study revealed that most groups that seek
YEDF funding consist of the male gender. A studyldde carried out to examine why there is

a low representation of the female gender in Moralzasinty seeking funds from the YEDF.
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APPENDICES

Appendix 1: Letter of transmittal

University of Nairobi

School of Continuing and Distance Education
Department of Extra Mural Studies

P.0.Box 83732-80100

Mombasa, Kenya

10" April 2012

Dear Sir/Madam,

RE: TO WHOM IT MAY CONCERN

My name is Olive A Ngoe. | am a postgraduate studethe School of Continuing and Distance
Education, University of Nairobi, conducting a @adj research paper on the factors influencing
financial sustainability of Youth enterprises untlex C-YES YEDF programme.

For this purpose, your enterprise has been idedtior study and this is to request you to kindly
spare some time and fill in the enclosed questioares well as a subsequent interview. This
information will be treated with strict confidenead is purely for academic purposes and as
such will not be disclosed to any unauthorized Qess

Your assistance and co-operation in this exerciidw highly appreciated.
Yours faithfully,

Olive A. Ngoe
L50/65651/2010
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Appendix 2: Respondents questionnaire

Hi, my name is Olive A. Ngoe, a Masters of Artsdent at the University of Nairobi, Mombasa
campus. | am conducting a research on the faatditeencing financial sustainability of youth
enterprises under the C-YES YEDF programme in M@ali2ounty.

Introduction: confidentiality and consent: You have been randomly selected to participate in
the study. Consequently, with your consent, kineglgpond to this questionnaire. We would like
to assure you that the information you share wghmill be treated with strict confidentiality.
Your name will not be written on this form, and lilot be used in connection with any
information that you give. You do not have to ansesmy question that you do not want to and
you may stop filling the questionnaire at any pgio want to. However, your honest answers to
these questions will be highly appreciated in hegpis understand better the factors influencing
financial sustainability of youth enterprises undee C-YES YEDF programme in Mombasa
County.

QUESTIONNAIRE IDENTIFICATION INFORMATION

001 Interviewer: Codel.iiiiiiiiiiiis
Name: Olive A. Ngoe Reg. No. L50/65651/2010

002 Date of Interview........ [ Lo,

003 Supervisors: Code:..cvvviniiiiinnnn,
Name:.........ooovi i,
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Please fill in answer or tick (/) answer as appropriate
Section one

1. Gender
Male..... Female......
2. Age
18-23 years.......
23-29 years.......
30-35 years.......
3. Highest level of education attained:
Primary....... High school.... Certificate..... Diploma. Degree........
4. Please indicate the nature of your business

Section two

6. The education level attained by most members im gooup is:
Primary.....High School..... Certificate...... Diploma.....gtee.......
7. How long have you been in this business?
1-2 years....... 3-4 years...... More than 4 years......

8. Was this your first business?

If you have answered YES to numberl0, please anhsdollowing question:

11.Your previous business has helped you handle yoandes better,
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12. Please tick{) the one appropriate general management skillyihafeel you possess
Planning skills....
Making goals....
Decision making....
Motivation......
Marketing skills.....
Accounting skills.....
Negotiation skills....
13. Please tickY) on the appropriate level of financial skills ypossess
Basic skills like working out total purchases diesaexpected profit ......
An understanding of how decisions like spending dwirowing can affect your
finances......
Knowing when to seek professional advice and unadedsadvice given.......
14.As a group you have training in;
Writing a financial plan.....
Book keeping and accounting.....
Budgeting......
Preparing financial statements.....
15.The trainings you received was;
Enough to help you handle your finances.....
Not enough, you need more training.....
| have not been trained......
16. Do other members in your group have these skills?
All of them.....
Some of them....

A few of them....

17.Have you trained your group members or employeeshenskills you have received

during training?
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18.The trainings have helped your business;
Yes, it has helped in dealing with the finances
A little, there are some things we still do not wno
No, we need training in dealing with finances

19.1n your opinion, what area would you like have mwagning in?

20.Please indicate the extent to which you agree thighfollowing statements on a scale of
1-5, 1 being ‘Most important’ and 5 being ‘Leastpontant’. Please tick\) in the
appropriate box.

Where | have reached in schooling is important
for the success of the business
What | have learnt in school has helped| in
running my business
Prior experience in business is important for the
business to do well

Training is necessary to run a business well

Section three

21.Do you have a written plan for your business fires®c

22.a) If NO, please explain why?
We do not know how to write a plan......
We do not use a written plan but plan in other ways
We do not plan but use money when there is a need....
b) How else do you plan for your finances?
We agree as a group what to do with the money buiod write it down......
| do not know.....
23.1f you have a plan for your finances, who prepat2s
All the members of the group......
A few members of the group.........

One member of the group.......
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24.The financial plan is:
Easy to understand and use....
Difficult to understand and use.....
| do not know......
25.You prepare your plan,
Weekly... Monthly...  Every 3 months....Every 6 months... Every year......
26.Your plan for finances has,
An estimate of purchases you need.....
An estimate of sales expected......
A list of your sources of income.....
An estimate of your administrative costs......
| do not know....

27.Do you regularly check to see if you need to chayme plan for finances?

28.1f you said YES to number 27, how often do you hig?

Weekly... monthly...  every 3 months... every 6 months... every year...
29.Do you use the plan in making decisions about Heeai money?

Yes, always.......

Sometimes......

30.Please indicate the extent to which you find thikowang useful, with 1 being ‘Very
useful and 5 ‘Not useful’. Please tick)(in the appropriate box
Statement 1 2 3 4 5

A plan for finances is useful in making

decisions about use of money in business

The budget is useful when planning for

purchases and administrative expenses

It is necessary to keep a list of income
sources for the business
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Section four

31.Do you have procedures on handling of finances?

32.1f you have procedures, who decided on these ptoes@
All members of the group....
A few members of the group....
One member of the group....
| do not know.....
33.Do you understand and follow these procedures,
Yes | understand and follow them.....
Sometimes | understand and follow them...
| do not understand them but | follow them....
| do not know......

34.Do you have records to capture daily transactions?

35.1f YES to number 34, please indicate by tickingtioa records that you have:
A record of purchases.......
A record of sales.....
A record of goods in stock......
A record of Money in....
A record of money out....
Others (Please WILE) ... ....e e e e

36.1s there a specific person in charge of keepingdhrecords?

Yes ...... No......
37.The records of expenses and income are kept tagsitiereceipts or invoices
Yes..... No........
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40.Who signs for the cash taken,
The person book keeper and the person taking gte.ca.
The person taking the cash only....
The cash is just taken for use and there is narsign...

41.How often are these records checked:

They are not checked............
42.Please choose the financial statements that apamge by your business group,
Cash Flow statement.....
Balance sheet......
Income and Expenditure.....
43.How often are they prepared and who reviews them:
Weekly... monthly...  every 3 months... every 6 months... vyearly....
44.These financial statements are:
Easy to understand and use....
Difficult to understand and use.....
| do not know......
45.The financial statements are used for:
Making decisions on use of finance.....
For checking by the YEDF officers only.....
They are not used for making any decisions on tiean....
46.You would say that the records kept are,
Always accurate...
Mostly accurate.....
Sometimes accurate....
Not accurate.......
47.Please indicate the extent to which you think tWwing statements are important from

1 being ‘Most important’ to 5 ‘Least important’
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Statement 1 2 3 4 5

Daily records should be kept for the business

Accurate records help in planning for finances

and making decisions about money

It is important to keep receipts and invoices|for
records

There should be a specific person in charge of
keeping records

Use of petty cash should be monitored and

controlled

Accurate records helps in preparing |of

financial statements

The group members should take part|in

preparing and checking records and statements

Section five

48.1s it important to have other ways to get finanmeyour business?
Yes... No....

49.Does your group have any other methods of gettirante apart from the YEDF?

50.What other method do you use to get money?
Savings from the income of the group......
Personal giving......
Money from family or friends......
Using of personal assets for the business......
Loans from other financial institutions.......
Others (please eXPlain). .. ... e e e

51.1s it easy to get money from other sources?

52.When you get money from your family or friends dmuypay it back?
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No....

53. Are group members expected to contribute towardditiances of the business?
Yes... No.....

54.Have you tried to get money from another institatiog bank, Sacco etc?
Yes.... No.....

55. Were you able to get the money?
Yes.... No....

Thank you for your time and assistance!
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Appendix 3: Key informants interview guide

| want to thank you for taking the time to meethwihe today. My name is Olive Ngoe, a
Masters of Arts student at the University of Nairolombasa campus. | am conducting a
research on the factors influencing financial sostaility of youth enterprises under the C-YES
YEDF programme in Mombasa County.

Introduction: confidentiality and consent: The miew should take about one hour. | will be
taking notes because | do not want to miss anyof gomments.

All responses will be kept confidential and anyommhation | include in my report will not
identify you as a respondent. Remember you dowe ha talk about anything you don’'t want to
and you may end the interview at any time.

Are there any questions about what | have justampt?

Are you willing to participate in this interview?
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Section one

1. What the general level of education of the youttegrise owners you deal with:
Primary school...... High School..... Certificate.... Diplam.. University.......
2. From your knowledge of these enterprises:
Most owners have had prior business experience.......
Few owners have had prior business experience........
None of the owners have had prior business expegien.
3. Are those with prior business experience able talleatheir finances better?

Please elaborate
4. As an officer with YEDF, please tick on the skilt&t you have trained the groups on:

Drawing a financial plan....

Formulating goals......

Decision making.....

Motivation......

Accounting and book keeping......

Negotiation skills......

Group dynamics......

ANy other(please MENTION)..... ..ot e e e e e e e neaans
5. In your opinion, what are the most consistent trginneeds observable in terms of

financial skills?

Section two

6. From your monitoring and evaluation processes,would say that:
All the enterprises in your constituency have &temi financial plan....
Most of the enterprises in your constituency haweitien financial plan....
Few of the enterprises in your constituency hawgitten financial plan....

None of the enterprises in you constituency hasitéew financial plan....
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7. Mostly, the youth enterprises prepare their plans
Weekly.....
Monthly...
Quarterly.....
Semi-annually....
Annually.....

8. Is there a requirement from YEDF on the frequerfagweiew of these plans?

9. The review is done
Monthly.....
Every 3 months.....
Every 6 months.....
Every year.....
10.Do you check to ensure that the review is done?
Yes... No.....
11.1In your opinion, do the enterprise owners undetstae preparation and use of financial
plans?
Yes..... No...... Some of them do....
12.From your observation, do these enterprise ownany out a research to identify their
income sources and expenditure items before wréifigancial plan?
Yes .... No.....Some of them do......
13.1f No to number 11, please explain in what way #merprise owners determine the
approximate figures for their income and expendifpplans
Through guesswork......

| do not know........

Section three

14.Please choose the daily records and financiatrsiatts that are required by the YEDF
for the enterprise owners to keep:
Daily records

purchases.......
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Receipts(money in)........
Petty cash......
Financial statements
Cash flow......
Balance sheet....
Income and expenditure.......
15. From your experience, do the enterprises keep tleeseds?
Yes..... No.....Some of them do......
16.1f NO to number 14, please explain why they doke#p these records
They do not know how to keep the records......
| do not know........
17.Based on your observations those who keep reckeép, them-
Always accurately.........
Mostly accurately.........
Sometimes accurately....
Rarely accurately.........
Never Accurately.........

18. Are the records accompanied by evidence such agpts©r invoices?

19.1n your opinion, do you think the enterprise ownanslerstand the preparation and use of
these records?
Yes... No.....

20.How often are financial statements supposed torepgoed by the enterprises under
YEDF?
Monthly.... Annually .....
Quarterly.....

Semi-annually...
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21.Do you review these financial statements?
Yes.... No.....

22.The enterprise owners express an ability to unaledsand use the financial statements in
decision making:

Section four

23.Does the YEDF encourage these enterprises to twakdditional funding?

24.The enterprises owners put the effort in lookingddditional funding’
In many cases....

In few cases......

25.Those who look for additional funding mostly gefram,
Savings from the enterprise income......
Personal contribution.......
Contribution from family or friends.....
Conversion of personal assets to business use......
Loans from other financial institutions
Others (please explain)..........ccooviiiiiiiiinnne.
26.Youth enterprises who look for additional fundinmg able to pay their loans better than
those who do not,
Yes..... No....... | don’'t know............
27.Please rank in order of importance from lbeing Mest Important’ to 4 ‘Least
important’ the factors affecting financial sustdiilidy of these youth enterprises:
Leadership profile.....
Financial planning....

Administration and financial procedures....

75



Internal methods of financing......

28.Please explain if there are any other factorsithpact the ability of enterprises in your

constituency to repay their loans, that are natudised above:

Thank you for your time and assistance!
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Appendix 4: YEDF summary as at 31 October, 2010

CONSTITUENCY ALLOCATION APPROVED BALANCE RECOVERED %RECOVERY NATIONAL PROVINCIAL
RANKING  RANKING
Lamu West 2,000,000.00 1,750,000.00 250,000.00 775,665.00 3 44. 28 1
Voi 2,000,000.00 1,484,200.00 515,800.00 485,374.00 7 32. 59 2
Taveta 2,000,000.00 1,930,000.00 70,000.00 594,067.00 .8 30 68 3
Mvita 2,000,000.00 1,400,000.00 600,000.00 356,238. 25.4 92 4
Malindi 2,000,000.00 2,000,000.00 0.00 507,810.0 254 93 5
Bura 2,000,000.00 1,230,000.00 770,000.00 353,556.00 7 28. 100 6
Lamu East 2,000,000.00 1,060,000.00 940,000.00 217,670.00 5 20. 117 7
Magarini 2,000,000.00 1,700,000.00 300,000.00 320,686.00 9 18. 130 8
Mwatate 2,000,000.00 1,838,350.00 161,650.00 300,441.00 3 16. 142 9
Kinango 2,000,000.00 1,999,900.00 100.00 278,445.00 13.9 155 10
Kisauni 2,000,000.00 3,000,000.00 -1,000,000 40,08 13.4 159 11
Msambweni 2,000,000.00 1,906,500.00 93,500.00 208,210.00 .9 10 172 12
Changamwe 2,000,000.00 2,000,000.00 0.0@07,470.00 10.4 176 13
Galole 2,000,000.00 1,010,000.00 990,000.00 169,680.00 8 16. 181 14
Bahari 2,000,000.00 1,964,466.00 35,534.00 171,913.00 .8 8 184 15
Wundanyi 2,000,000.00 1,871,280.00 128,720.00 155,687.00 3 8. 186 16
Matuga 2,000,000.00 1,985,160.00 14,840.00 140,154.00 .1 7 193 17
Garsen 2,000,000.00 1,999,270.00 730.00 87,495.00 4.4 200 18
Likoni 2,000,000.00 2,100,000.00 -100,000.00 69,00 3.3 202 19
Kaloleni 2,000,000.00 1,749,500.00 250,500.00 40,235.00 3 2 204 20
Ganze 2,000,000.00 1,250,000,00 750,000.00 22,975.00 .8 1 207 21
TOTALS 42,000,000.00 37,228,626.0@,771,374.00 5,866,457.00 14.0 Out of 210 Out of 21

Source: (Ministry Of Youth Affairs and Sports- Coad Province, 2010)
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