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ABSTRACT

The relationship between business strategy andni@#onal performance has been a
subject of growing interest in the field of strategnanagement. Despite this trend there
has been little attention given to small and medanterprises (SMESs) in the developing
countries. Numerous researches undertaken in dmel@ountries have very little
relevance to the developing countries because sbexe in different environment. The
aim of this study is to establish the strategiesptetl by the small and medium
enterprises in Nairobi Kenya to improve performanthe important of the research
cannot be overemphasized; SMEs contribute immertsegconomic development and
wealth creation through employment, developmentofote regions, spurring creativity
and utilizing cheap and untapped resources amdmgotUnderstanding the strategies
adopted by SMEs and how they can be planned tdreastomers and the changing
environment and developing systems of controlsepkirack of their performance could
go a long way in achieving a breakthrough to tlseiccessful operations. Therefore the
success of this research project is an importasitipe contribution to the national
economy and industrialization with the aim of aging Kenya's Vision 2030 blue print.
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CHAPTER ONE: INTRODUCTION

1.1Background of the Study

The need for firms to align their performance sysevith their strategic goals has been
a major concern for scholars in recent years. Abemof frameworks and approaches
have emerged; most popular of these is the balsgmecard (Kaplan and Norton, 1992).
However, according to Storey (1994), these appremblave been designed primarily for
large companies; SMEs exhibit distinct charactiesssuch as: informal strategies and
structure, reactive mentality and limitation of gesces. Research has also shown that
SMEs that link its operations to their strategiagperform the competition (Argument et
al., 1997). The implication of this is that entrepeurs need a simple strategy that should

provide an explicit link back to operations (Greatks and Boden, 1998).

Strategy according to Chandler (1962), is the datetion of the basic long term goals
and objectives of the enterprise, adoption of cemief action and allocation of resources
necessary for carrying out these goals. The prooéssonitoring the activities to
appraise efficiency and effectiveness of actionggregating and standardizing
information and setting appropriate targets coumgitperformance measurement. Its
effectiveness is enhanced by limiting the numbene&sures chosen and balancing them
in terms of: financial and non-financial measutlesding and lagging indicators (input
and output measures) and trade-off between measMasous studies have been

undertaken on the relationship between strategyparfdrmance in SMEs.



Miller and Cardinal (1994) ascertained that, atitéas being the same, a key determinant
of business success lies in absence or preserstetg#gic planning. Strategic planning is
concerned with the setting of long term organizalogoals, the development and
implementation of plans to achieve these goals,thadllocation of resources necessary
for realizing these goals (Stonehouse and Pemb&@08). Empirical literature supports
that with respect to performance, strategic plagmsmmore common in better performing
SMEs, and it plays a crucial role in the firm’s feemance (Gibus and Kemp, 2003).
Performances of most enterprises are determinethdybusiness strategy they adopt
(Pearce and Robinson, 1985).The strategies whishltren high performance are
identified with activities that generally lead toetindustry key success factors such as
innovation, new technology, new markets, produdligyand extensive advertisement

(Galbraith and Schendel, 1983).

According to MSE baseline survey 1999, most SMENairobi are characterized as
survivalist enterprises; found by people unablefiba a paid job, more often after
restructuring or unable to get into economic seofdheir choice, initiatives to augment
their income under harsh economic conditions okisgeindependence and locus of
control. Income generated from these activitiesaligudalls far short of even a minimum
income standard, with little capital invested, watly no skilled training in a particular
field and only limited opportunities for growth aa viable business. They are involved
mainly in activities such as: trade, services, niacturing, bars, hotel and restaurants
and construction. Trade related businesses are doonénant because of ease of entry to

the business and quick return on investment. Thoisé predominantly dominated by



people with relatively low level of education arsl more reliance on the customers

within Nairobi.

Also according to the survey, although Nairobi andmbasa towns constitute 10% of
the population, they account for 16% of the tofdlES and 17% of the total employment.
Studies by Bowen (2009), sight various challendesy tencounter such as: increased
competition, insecurity, lack of credit, few custers, debt collection, high rent, political
uncertainty, power outages and high cost of raweras. More depressing is the
findings that SMEs in Nairobi do not survive beyotie fifth year due to lack of
planning in the long term and various factors eslab lack of support by the government
and entrepreneur’s lack of rational motivation obf maximization against personal

self-actualization pursuit.

1.1.1 Concept of Strategy

Managers in organizations usually face various lehges posed by the immediate
external environment (competitors, suppliers, sEaresources and regulators etc.),
remote environment composed mainly: Political, Exoit, Social, Technological Legal
and Ecological factors (PESTLE). Internally there stakeholders such as shareholders
and employees. In order to manage these competimgd, they have to formulate a
robust long term plan or strategy. According tonkan and Scholes (1998), strategy is
the direction and scope of an organization oveldhg term, which achieves advantage
in a changing environment through configuratiorredources and competences with the

aim of fulfilling stakeholder’'s expectations. O'Rgan and Ghobadian (2002) supported



that the purpose of strategic planning is to enableusiness to gain as efficiently as

possible a sustainable edge over its competitors.

Strategic management, according to Wheelan and ¢étui2§02), is a set of managerial
decisions and actions that determines the longpenformance of an organization. It
includes environmental scanning (internal and &gy strategy formulation, strategy
implementation, evaluation and control. Managemasion of what the organization

seeks to do and become is termed as organizati@siani A mission statement
articulates the organization’s future cause antimas where the organization is, what it
does and where it is going, this sets particulasirmss position. Objective setting
purpose is to convert the mission statement ingxifip performance targets and close
the gap between actual and desired performancegtishg the organization to be more
inventive and create a sense of urgency in impgits financial and business position.
The objectives must be specific, measurable, aabiey relevant and with a time frame

to enable monitoring and evaluation.

Once objectives are specified, a firm has undentaksituation analysis with its current
situation to devise a strategic plan to reach tluigectives. An environmental scan can
be performed using tools such as PESTLE or industafysis. The firm also must know
its own capabilities and limitations in order tdes¢ the opportunities that it can pursue
with a higher probability of success using SWOT Igsia. The study of strategic
management emphasizes, the monitoring and evatuafiexternal opportunities and

threats in light of the firm’s strengths and weadses (Kenneth, 1987).



Strategy formulation process is then executed @ncéear picture of the firm and its
environment is in hand, specific strategic altauest can be developed, depending on the
firm’s circumstance. Michael Porter (1980), ideietif generic strategies; cost leadership,
differentiation, and focus that may be considerdenvdefining strategic alternatives.
However, he cautioned against implementing thesategfies in combination in a

particular situation.

Strategy implementation involves: operationalizing strategy by efficiently and
effectively matching structure, culture, policiesida leadership to strategy and
institutionalizing the strategy: building a capalbieam, providing leadership and
allocating resources to strategically critical atiés and where possible a system to
reward achievements. Implementation is at threeel$evcorporate level, usually
championed by the Chief Executive Officer (CEO) ovdpproves and allocate resources,
business level: where the focus is competitiorhanmarket place and operational level,
where functional managers focus their departmeamntsfficiently achieve departmental
goals in line with organizational strategy. Evergmager is a strategy maker or strategy
implementer for the areas they have of authorityofiipson and Strickland, 1992). Once
implemented, the results of the strategy need tméasured and evaluated, with changes
made as required to keep the plan on track. Cosfrstiems should be developed and

implemented to keep the firm on track.



1.1.2 Organizational Performance

Research has established the important role playe8MEs in economic development
(Petrof 1987), and for companies to align theirfggenance measurement to strategy is
well documented in literature (Kaplan, 1983). Hoeewvthese approaches have been
designed for large manufacturing industries. SMEkRikat distinct characteristics that
differentiate them from their counterpart (Store304), therefore different approach is

necessary.

In SMEs a wide variety and definitions variablee arsed to measure the term
performance (Murphy and Hill, 1996). Performanceoading to Keates and Bracker
(1988) has a different set of meaning as undiffiégeed to large firms and may usually

be one dimensional concept, which implies a nurobdifferent interpretations.

Most frequently used measure of performance has lebange in firm's turnover
(Weinzimmer et al., 1998). Other measure commosiduis change in the number of
employees. However it has been found that thessunes which are frequently used in
SMEs context, are strongly intercorrelated (Staegl., 1987), unlike in capital intensive
large companies. Earlier studies have also usetin@ers such as sales growth, market
shares, profitability and shareholders satisfac{osates and Bracker, 1988). According
to Murphy, Trailer and Hill (1996), dimensions lildficiency, growth and profit were
frequently used. Limitations posed by these finandata necessitated the use of non-

financial data (Dess and Robinson, 1984).



Gibson and Cassar (2005) concentrated on econamoess measure of performance by
using financial (sales and income measurementshandinancial indicators (number of
employees). This was also supported by Ramanujarkatfaman, and Camillas (1986),
Tosi and Gomez-Mejia (1984) and Saffu (2005) whooremended that organizational
performance of SMEs should be measured with bo#mtiial and non-financial criteria,
employing both objective and subjective data. Mas necessary to mitigate challenges
of obtaining reliable financial information fromehbusiness people over the past years
(Bracker and Pearson, 1986). Thus different measca® be identified and adopted,

there are no set of standard measurement.

1.1.3 Small and Medium Enterprises (SMESs) in Kenya

The definition of SMEs varies from one country twother and one particular time or
another in the same country, depending on the rpatd stage of development,
government policy and administrative setup. Diffgrdefinitions either relate to capital
or employment or both or any other criteria (Scasbgh, 2011).The new SMEs Act
(2012) defines an SME as a firm, trade, servicdustry or a business activity whose

annual turnover is below KSh 5,000,000 shillingd amploys below fifty people.

The important role played by the SMEs cannot berewphasized; they contribute
immensely to the economic development and weakltaton through employment and
creation of market linkages (Peacock, 2004). Thayehpotential to create immediate
large scale employment opportunities 10-20 timesentlban large factories, harnessing

local unutilized resources (Mahlnobis, 1968). Dimttion of national income and wealth



is achieved more equitably due to their widely agr@wnership covering rural and
remote regions, which stimulates local economioveigt which in turn drives wealth and

further creation of employment (Walker and Web3@04).They also foster creativity
and entrepreneurial spirit through innovation ameap resource utilization; therefore
serve as an important seedbed role for the growtiew industries and establishment of

future large companies (Howard, 1997).

The sector contribution to the Gross Domestic BeodGDP) increased from 13.8% in
1993 to 20% in 2007, provided about 78% of thel tetaployment and contributed 57%
of the jobs created in 2005/2006 financial year (M/Bank, 2007). Therefore the
promotion of this sector is an efficient and effeetstrategy to reposition the country and
place it on a higher growth trajectory. Effortsptmmote this sector have been articulated
in Sessional Paper No.2 of 2005 on developmentMESfor wealth and employment
creation. A number of initiatives have been stipedaaimed at improving SMEs
environment such as expanding access to creditingmayve access to training (Rongwe,
Ndirangu and Nyangito, 2002).The Government has gigshed The SME Bill (2012),
which is aimed at establishing the SMEs Authorityoe responsible for formulating and
reviewing policies and programs for SMEs as wellnasnitoring and evaluating the
implementation of existing policies and programktesl to, or affecting, SMEs and
advice the government on appropriate policies amgdse of action to be taken. In the
new devolved government, just started to operaemuthe new constitution, Public

Procurement and Disposal Regulation (2013) has@yreeen enacted by the Minister of



Finance to preferentially consider local SMEs inder award in their respective County

Governments in a bid to spur their developmentaddtess local imbalance.

Despite the important economic role played by SNtEsontribution to employment,
revenue collection, innovation and technologicalaaatement, past statistics indicate that
three out of five businesses fail within the fifstv months of operation (KNBS). They
are also plagued by high failure rates and podopeance (Jocumsen, 2004). According
to Amyx (2005), one of the most significant chatjen is the negative perception towards
SMEs. Potential clients perceive SMEs as lackingtalbo provide quality services and
are unable to satisfy more than one critical ptogmultaneously. Therefore, bigger

companies are given business for their clout amdenastead.

Starting and operating a small business includssipihity of success as well as failure.
Because of liability of size, simple managementtakis is likely to lead to a sure death
of a small enterprise, hence no opportunity toridesm past mistakes. Lack of planning
and poor management has been identified as the wwmises of failure of small

enterprises (Longnecker, et al, 2006). Lack of itreds also been cited as the most
serious constraints facing SMEs and hindering thaerelopment (Oketch, 2000;

Tomecko and Dondo, 1992). Infrastructure as itteslao provision of access roads,
adequate power, water, sewerage and telecommuomnidadis also been a major constraint

in development of SMEs (Bokea, Dondo and Mutis®2)9



1.2 Research Problem

Strategy plays a crucial role in the firm’s perfamse (Gibus and Kemp, 2003), as it
gives the direction that the firm has in mind ankich way they want to achieve their
goals. The performance of an enterprise is detextnby the business strategy it adopts
(Pearce and Robinson, 1985). Many researchersdssaeiated business strategies with
performance, distinguishing between strategiescestsal with high and low performance
(Covin, 1991). Further in literature, it also intigates the different typologies and
performance and determines which typologies leadbdst performance for firms.
Therefore there is a great need to understand itileage between strategy and

performance as recipe for organizational improveimen

Despite important contribution to the national emoy studies by Bowen (2009) in
Nairobi SMEs found out that most SMEs do not sue\eyond the fifth year. According
to Wheelan and Hunger (1999), two underlying factdted from literature responsible
for failure were: an overall lack of strategic mgement, with an inability to plan a
strategy to reach the customers and failure toldpwe system of controls to keep track
of SME performance. Strategic planning in SMEgnisibited according to Pearson
(1984) by lack of time, lack of specialized expsgtiinadequate knowledge of planning

and reluctance to share knowledge.

Therefore there is a need to undertake in deptlstodly the strategy management
practices adopted by SMEs and how their performameasures are formulated,

implemented, monitored and measured with a cleausao increase efficiency and

10



productivity in their performance, in order to f@can their customers and the changing
environment to achieve the financial success. Tusld directly contribute to the
organization realization of profit maximization ebfives, sustainability of the
enterprises, encouragement and motivation of emngwrial culture that would
ultimately bear a positive contribution to achieyindustrializing economy in fulfillment

of the country’s Vision 2030.

Many research have been undertaken regarding gigateand performances in
organizations such as Ayieko (2011): Strategic ®fam and Performance of Large
Manufacturing Firms in Kisumu Kenya, who found tihe firms were moderately
practicing strategic planning. Chimwani (2010): Apation of Strategic Performance
Measure in SMEs in Manufacturing Enterprises inrdlait Case of the Balance Score
Card Perspectives; concluded that most performameasures in manufacturing SMEs
were financial in nature, and there was the knogdedap between knowledge of
customer, internal business perspective and infmvéarning and growth perspectives
business measures. Muchiri (2011): Challenges @ldmenting of Strategic Decisions
among SMEs in Nairobi Kenya concluded that suportecessary from bottom up for

successful implementation of strategies in SMEs.

Internationally, research on strategies and perdoca has also been undertaken by
various scholars such as; Pushpakumari and Watamabeétrategies Improve SMEs
Performance? An Empirical Analysis of Japan andLanka, the findings were that,

there was a relationship between proactive strasegnd performance in manufacturing

11



SMEs in Sri Lanka and Japan. Wang, Walker and Rednmovestigated: Explaining the
Lack of Strategic Planning in SMEs: The Importanae Owner Motivation and

concluded that; Ownership motivation was centraluta@erstanding of the planning
practices in SMEs and as alternative explanatiothéocommon focus on barriers to

strategic planning.

These studies have been performed either in westertest or with a bias towards large
firms. SMEs exhibit distinct characteristics th#fetentiate them from large industries
(Storey, 1994). Westhead and Storey (1996), furdkiers that SMEs are not “small large
business” but are separate and distinct group coedp@® large businesses. Therefore
extending the research findings in large firms MES would be misleading. Dynamic
environment currently and ever changing circumstanalso make it difficult if not
impossible to generalize similar research performatifferent environment; hence there
is a knowledge gap which this study intends tobijllinvestigating the strategies adapted

by SMEs in Nairobi, Kenya to improve performance.

1.3 Research Objectives

To establish the strategies adopted by SMEs inddaiKenya to improve performance.

1.4 Value of the study
The rate of failures of SMEs in the economy isralag and has multiple negative effects
such as discouraging prospective entrepreneurstewals scarce resources, loss of

employment and missed opportunities. This rese@cintended to understand the

12



challenges facing the SMEs owner manager in majcthieir strategies with the internal
circumstances and external opportunities in thefer@al environment with a view of
bringing more understanding appreciation and img@neent of their performance geared

toward realization of the profit objectives.

Bring awareness to policy makers in the Governmentunderstand the various
challenges SMEs encounter in the startup and aperat their business. So that they
could analyze, formulate and implement their peBciin support of SMEs with

consideration and their involvement in order to roled their efforts and resources
effectively to support their course to meet theiemll objectives as a win-win situation.

To the researcher and scholars, this would con&ritua body of knowledge. They could
use the findings to generalize, extend or repeatrésearch in a different environment

and provide more learning to the business community

13



CHAPTER TWO: LITERATURE REVIEW

2.1Introduction
This chapter presents a literature review on aredated to business strategies,

performance and relationship of business strategidgerformance of SMEs.

2.2 Theoretical Foundation

Strategy has many definitions in the literature SWMIEs. O’'Reagan and Ghobadian,
(2005), describe strategy as a deliberate set lnéremt decision and actions to achieve
competitive advantage, giving coherence and doadt the organization. Firm can have
strategy at three levels: corporate, business andtibn level. According to studies by

Stonehouse and Pembertone (2002) and Jones (198®s tend to orientate towards

short time operational rather than long term sgriatessues. And decision making tend to
be reactive rather than proactive. SMEs that attetopplan, plans are ad hoc and
intuitive, rather than formally written and providiétle basis upon which business

performances can be measured and analyzed (Kehdaxay, 1990).

Business strategy is an overall plan of action,cividefines the competitive position of
the firm (Mintzberg and Quinn, 1991). They are iemknted through major functional
areas in Production, Human Resource Management (HR9dles and Marketing,

Finance and Research and Development (R&D).Thetefémess of the overall business
strategy depends largely on how well the variousctions are integrated to form a

pattern (Robinson and Pearce, 1988). The pattefinedethe organization’s business

14



strategy and therefore competitive position initidustry (Mintzberg and Quinn, 1991).
Due to complexity of interaction, no one organiaatiwould be similar to another. The
essence of strategy is to understand why orgaaizgterforms differently and how the
performance can be directed and controlled, of gneat interest is the relationship

between strategy and performance.

Three factors influence the management’s choicgtrategy; management, environment
variables and firm’s internal resources (Thompsoea Strickland, 1983) and the greater
the influence of the environmental variable on blusiness strategy, the less the impact
of the management (Montanari, 1978). Managers hgeat influence on business
strategy in SMEs where the manager is also the owhée firm than in large firms
(Miller, 1988). They have enormous impact to thenfthrough their power of ownership
and face to face contact with employees. Thus Wreeo- manager is the center of all the

enterprise behavior (Covin, 1991).

2.3Performance of SMEs

Research evidence available indicates that SM&gs @lery important role in economic
development (Petrof, 1987). And the role is depehd® each unique individual
enterprise. Most studies on growth and performdraee focused on large companies
and new ventures, while established SMEs havecttidittle attention, yet most jobs

have been created by existing SMEs (Davidson gt1292).
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In SMEs, a wide variety of definitions and variablare used to measure the term
performance (Murphy and Hill, 1996). Thereforasihot always clear what performance
means or what are the appropriate operational itiefis. In entrepreneurship research, a
wide variety of definitions and variable are useddefine and measure the terms of
business performances in a business (Murphy, Traitel Hill, 1986).Similarly, the

developed conceptual frameworks for assessing qeaiace in small firms are also

reflected by a multidimensional nature. Performaramording to Keats and Bracker
(1988) has different set of meaning to small firassundifferentiated one dimensional

concept which implies a number of interpretationd appropriate measurements.

Earlier studies used traditional accounting paramsesuch as; sales growth, market
shares, profitability and shareholder’s expectatifiteats and Bracker, 1988).According
to Murphy, Trailer and Hill (1996), dimensions lile#ficiency, growth, and profit were

frequently used also. Whereas, according to Braaker Person (1986), measurements
that were commonly used were; sales revenue, grofiturn on assets, etc. Other applied
financial performances measures were; sales lesalss growth rate, cash flow, return
on shareholder’s equity, gross profit margin, neffis from operations, profit to sale

ratio, return on investments and ability to re-isivgrofits (Covin, 1991).

However, these dimensions had limitations thatessitated the use of non-financial
measures (Dess and Robinson, 1984). Gibson andeiCé2805), concentrated on
economic success measure of performances (sales@rme measurements) and non-

financial indicators (number of employees). This baen supported by Ramanujan and

16



Verkatraman (2005), Ramanujan, Verkatraman and G@m{1986) and Saffu (2005),
who recommended that performance, should be mehdyeoth financial and non-
financial criteria, employing objectives and sultijge data. This improved measurement
method was found to have more reliability and vsflicand reflected objectively the
firm's performance (Dess and Robinson, 1984). #ioamitigated the challenges of
obtaining reliable information from business peogles to their inherent reluctance to

disclose financial information.

Thus various measures may be used in determininigprpeance of SMEs, however,
when used singly, different measures may resultaoflicting results, because they
measure different aspect of the firm. Gibson ansgs@a(2005) used economic success to
measure performance of SMEs that is, financialcatdirs (sales and income measure and
non-financial indicators (number of employees). $@tudies have attempted to improve
on the previous measurements. Kotey and Meredi#®7)l used similar approach
including such variables as: productivity, industigadership, creating new jobs,
community development and business growth. Medudli teeple, (2000); Ghainlayi et
al, (1997) and Kaplan and Norton (1992) recommersledlimensions: quality, time,
flexibility, finance, customer satisfaction and hamresource to holistically cover all

aspects of the firm’s performance measurements.
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Thus from literature review on performance of SMizg, can conclude that, different
measures are applied and there is no any set bstaaslard measurements. Therefore in
the current research, business performance woulddéetified in terms including

financial and non-financial measure.

2.4Business Strategy and Performance

Empirical studies available attest that, perforneaotan enterprise is determined by the
business strategy it adopts (Pearce and Robin€#88f)1Researches have associated
business strategies and performance, distinguish@tgeen strategies associated with
high and low performance. Strategies which resulhigh performance are identified
with activities that lead to success in industrgy lsuccess factors. These activities are
associated with initiatives in the industry (Millend Friesen, 1983). Research has
identified such initiatives to be associated wipnoduct quality, product and services
innovations, development of new operating techngl@nd discovery of new markets
(Robinson and Pearce, 1988). Further parametemding to Covin (1991) includes:
customer service and support, extensive advertentguse of external financing. These
initiative taking strategies are commonly refertedas proactive strategies and are well

integrated (Galbrath and Schendel, 1983).

Firms which perform below average tend to followest in the industry and are reactive
to the events in the environment. They are charaetd by strategies that avoid risk
taking and limited innovation (Miller and Frieself83); the activities may not be well

integrated and more often mismatched with the dels\af the environment. These
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activities are often referred to as reactive sgiiate In practice organizations my adopt a
combination of reactive and proactive strategieseaon the prevailing circumstances.
Strategies with varying degree of proactivity arghativity lie along the proactive-

reactive continuum.

Studies have identified that there are relatiorshpetween business strategies and
performance. The activities that lead to improvihg existing products to meet to the
changing customer needs, new products developnagrat, emphasizing on product
quality improvement are associated with market eshacreases by attracting new
customers and retaining existing ones (RobinsonPaaice, 1988). These innovative and
risk taking activities are likely to be ignored loyv performing firms to the detriment of
their performance. High performing firms are alsopiementing new production
technologies, emphasizing on cost effectivenesseamaloyee’s productivity to compete
with their contemporary in the industry (Andersamd&Cleverland, 1989). Studies by
Kotey and Meredith (1997) confirm that when firm® advertising more, identifying
names of products, greater emphasizing on cust@errice and credit, exploring
marketing techniques, it leads to an increasegh performance. They further added that
these firms use more debt financing, and ratioratzsts and benefits associated with the

alternative.

Rigorous studies by Gibb and Davies, (1990); RiZd991) and Sebora et al., (1994)
have identified and highlighted critical successtérs for continuous improvement, this

include: promoting a corporate -culture, creatingfe@fve structure, analyzing
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competitors, developing co-operation partnershigh @eveloping flexibility and speed of
response. SMEs are labor intensive than large fiemnd research has found that
assessment of employee’s performance, concern emtployee’s well-being and job
satisfaction are more common in high performinghéir Recent studies by Boer, et al.,
(2000) describes how firms can gain competitiveaadizge by extending their innovation
efforts to the various phases of the product lifele and by facilitating knowledge

transfer and learning within the company and witieo partner organizations.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1lIntroduction

This chapter would provide information on researathodology be used in undertaking
the research. It articulates the research desspeagally with respect to the choice of the
design, the population of the study, sample desgampling techniques and data

collection methods as well as analysis.

3.2Research Design
Research design was a cross-sectional survey tmtonducted on a sample of SMEs in
Nairobi Kenya. The design was found appropriaté has enabled the researcher obtain

information concerning the current status of themdmena (Mugenda 2003).

Research design is the program that guides a odsaas he collects data, analyses, and
interprets the observation about phenomenon. la isiodel of proof that allows a
researcher to draw inferences concerning causatiaoeship among variables under

investigation and possibly enable generalizatichraanipulation of the results.

3.3Population

The target population of study was all SMEs in NbiKenya. According to the baseline
survey (1999), (see attached as appendix IlI), SMEsban locations of Mombasa and
Nairobi and proportional composition was as indidain Trade, Services, Hotel, Bars &

Restaurants and Manufacturing sector.
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A sample size of 100 SMEs was to b ederived prapmately from these strata, based on
the secondary data as indicated in Appendix ll[Taade - 60, Services - 21, Hotel, Bars
& Restaurants — 6, Manufacturing - 10 and conswwact 3. SMEs in Kenya is defined
by a criteria based on business activities, sizeéhef firm, turnover and number of

employees.

3.4 Sample design

Stratified sampling was to be conducted based erptbportionate population of SMEs
in the five sectors: Trade, Services, Hotel, BarR&staurant, Manufacturing and
Construction in Nairobi as (per appendix Il attabh&ample size was to be 100 SMEs,
with a representative composition (as shown in Aplpe Il attached). Because of the
value of the information which was general with lgariability of the population. The
design was to enable us represent the overall popal of SMEs in large and small

sectors with more precision than simple random $agp

3.5Data Collection

According to Mugenda (2003), primary data considtdata collected by the researcher
through data collection instruments such as quaséioes, interviews, measurements,
observation and brainstorming. Whereas, secondatey abnsists of already documented

data such as library books, government recordsrdachet files.
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In this research, used primary data collected tjmoquestionnaire (Appendix 1) in
addition to secondary data. Pilot study was un#ertao test the instrument of data

collection before commencing on the exercise torawg on validity and reliability.

3.6 Data Analysis

The purpose of data analysis was to investigate cngsal relationship among the
variables under investigation. Apart from descwptstatistics of Mean, Frequency and
Percentages on the characteristics of respondeagsession analysis was used to
measure and predict the relationship between tadigior variables (strategy) and the
dependent variable (performance).The standard t@viavas utilized to give us an

indication of the dispersion of the scores of thaables.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4 lintroduction

The main objective of the study was to investighe strategies adopted by small and
medium enterprises in Nairobi Kenya to improve perfance. The research was
conducted on sample size of 100 respondents, outhafh 83 respondents completed
and returned the questionnaires duly filled in, mgla response rate of 83%. Mugenda
and Mugenda (1999) stated that a response rat@%famd above is a good for statistical
reporting. The study made use of frequencies (abesalnd relative) on single response
guestions. On multiple response questions, theysisdd Likert scale in collecting and
analyzing the data whereby a scale of 5 points wgesl in computing the means and
standard deviations. These were then presentedbiest graphs and charts as appropriate

with explanations being given in prose.

4.2 Demographic Information

The study initially sought to inquire informatiom éirm’s characteristics of respondents
such as the name of the organisation, the busawssties which among others included
construction companies, manufacturing, Bar/hoteksétaurants, trade and service
industry, job designation which included managgshnicians, drivers, service people,
attendants, and owners among others. Includedsmgtrestionnaire was also information
on level of education, total number of employeegal form and number of years in

operation. This information was aimed at testing dppropriateness of the respondent in
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answering the questions regarding the strategiesptad by small and medium

enterprises in Nairobi Kenya to improve performance
4.2.1 Respondents’ Distribution by Gender
The study sought to establish the gender of theoredents and the findings are as shown

in Figure 4.2 below.

Table 4.1: Respondents’ Distribution by gender

Frequency Percentage %
Male 40 48.2
Female 43 51.8
Total 83 100.0

According to the findings, 48.2% of the respondemése male and 51.8% were female.
This is an indication that majority of small anddnen enterprises in Nairobi Kenya are

owned and operated by females.
4.2.2 Respondents’ Distribution by Age

The study sought to establish the age of the repua and the findings are as shown in

Figure 4.1 below.
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Figure 4.1: Respondents’ Distribution by Age
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With regard to the age of the respondents 27.7% wethe age bracket (20-30) years,
68.7% were bracket of (31-40) years, and 3.6% weiage bracket (41-50) years these
implies that small and medium business are operajegoung and energetic people
between (31 - 40) years. It also clear that therekibf entrepreneurship is higher among

the youth in Nairobi, Kenya.

4.2.3 Respondents Distribution by Education Level

The study sought to establish the level of edunabibthe respondents and the findings

are as shown in Figure 4.3 below.
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Table 4.3: The Distribution by Education Level

Frequency Percent
Secondary 23 27.7
Tertiary college 34 41.0
Graduate 24 28.9
Postgraduate 2 2.4
Total 83 100.0

Concerning the education level of the respondé&ns,% had attained secondary school
education, 41% had tertiary level of education928were graduates and only 2.4% had
post graduate level of education. This could berned that all the investors in SMESs in
Nairobi have at least a basic education with mgjarf operators 41% having attained
tertiary college education. Most post graduate kasyin Nairobi seemed to have low

interest in venturing in SMEs business.

4.2.4 The Number of Employees

The research further sought to establish the nurmabemployees in SMEs in different

sectors and organisations and the findings are@srsin figure 4.4.
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Figure 4.2: The number of Employees
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Source:Author 2013

From the findings 64% of the SMEs had most of@hmployees in the range of (10-19)
people, 30% of the organisations employeed less thiae (>9) people, 4% had
employeed between (20-29) people and the restgainisations had employeed only 1%

in category of (40-49) people. Most SMEs in Nairkbnya 94% have an avarage under

20 people.

4.2.5 Legal Form

The study further inquired from the respondentstton legal form and findings are as

shown in table 4.4
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Table 4.4: Legal Form

Frequency Percent
Sole proprietorship 24 28.9
Partnership 42 50.6
Limited company 16 19.3
Joint stock 1 1.2
Total 83 100.0

From the findings 50.6% of the SMEs in Nairobi argpartnership kind of ownership,
28% are sole proprietorship arrangement, 19.3%imieed companies, and only 1.2%
are in joint stock. This depicts that, majority 8MEs in Nairobi have partnership
ownership, this could be due large initial capithlallenge required in start up and
running of the businesses. It also reveals that giock market has not been exploited in
Nairobi SMEs possibly due to stringent conditiomsd|out by the Capital Market

Authority (CMA) on an initial capital requirement.

4.2.6 Operation Period of the Businesses

The study further sought to find the period of tilmgsiness had operated below is the

findings figure 4.3.
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Figure 4.3: Operation Period
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The researcher wanted to find out the period oétihese SMEs had been in operation in
Nairobi. Findings revealed that a vast majority 4 of the respondents had been in
operation for a period of (6-10) years, 12% hadraigel for less than (0-5) years, 14%
were operational for a period of (11-20) years, almdost none was existence after 21
years. The study therefore reveals majority of SMEBlairobi County were upcoming

businesses and only less than 1% of the businbsskegperated for longer period of time
(21-30) years. Thus there is a trend of decreasimgber of SMEs with more number of

years in operation, which could indicate many SNd#lgng out of business with time.

4.3 Business Strategies
In order to assess the various operational stegegf SMEs, area of operations in
Finance, Production, Human Resource management |HR&fketing and Research and

Development (R & D) were identified and assessed.
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4.3.1 Finance

In order to further asses the performance measutieebsmall and medium enterprises in
Nairobi Kenya, respondents were requested to itelitheir level of agreement on
various strategies effective in management of thesiness operation. The responses
were rated on a five point Likert scale where:ttersgly agree, 2- agree, 3- moderate, 4-
disagree and 5-strongly disagree. The mean andathudeviations were generated from

SPSS and are as illustrated in Table 4.5 below

Table 4.5: Business Finance

Operational Strategies Mean Std. Deviation

Use of outside borrowed funds [1.2892 0.45613

Search for cheaper source

1.2410 0.48364
finance
Re-investment of earned profits |{1.2530 0.60169
Maintaining large cash balances |1.5301 0.84590

From the study findings majority of respondentseadr that maintaining large cash
balances was effective in business operations (re&301).Use of outside borrowed
funds (mean-1.2892). Re-investment of earned grdfitean-1.2530) and search for
cheaper source of finance (mean-1.2410) respegtiVéle findings indicate that most
SMEs tend to use maintain large cash balancesindperations as compared to search

for cheaper source of finance such as bank loanthe&g tend to have challenges
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accessing this loans. Thus there is less tendentake risk and leverage on the external

sources of finance.

4.3.2 Production Process

The researcher sought to know the level of agreemervarious strategies adopted in
their production process for effective businessraip@n. The responses were rated on a
five point Likert scale where: 1-strongly agreeadtee, 3-moderate, 4-disagree and 5-
strongly disagree. The mean and standard deviatiens generated from SPSS and are

as illustrated in Table 4.6 below.

Table 4.6 Production Process

Operational strategies Mean Std. Deviation
Changing or reaventing productio

1.8193 0.81367
methods
Improving the existing products

1.4337 0.60873
meet changing customer needs
Developing new products 1.2892 0.59531
Emphasizing product quality 1.2651 0.58611
Involving employees in decisi

1.2048 0.55785
making
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From the findings majority strongly agreed that rafing or re-inventing production

methods is important for effective business openati(mean-1.8193), improving the
existing products to meet changing customer neeusaif-1.4337), developing new
products (mean-1.2892), emphasizing on the produelity (mean-1.2651) and

involving employees in decision making (mean-1.20d&pectively. These illustrates
that changing or re-inventing production methodhs best strategy in the effective
business operation (especially in manufacturimgproving the existing products to meet
changing customer needs was agreed to be effesttaegy in business, developing new
products was moderately agreed to be good for bsasinvhile emphasizing product
guality and involving employees in decision makiwgs disagreed to be effective

strategies in business production process.

4.3.3 Human Resource Management

In order to further assess the effect of humanuesomanagement in business operation
strategy, respondents were requested to indicaie kkvel of agreement on relevant
strategies. The response were rated on a five pdiett scale where: 1-strongly agree,
2-agree, 3-moderate, 4-disagree and 5-strongly.nié@n and standard deviations were

generated from SPSS and are as illustrated in Hablbelow.
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Table 4.7: Human Resource Management

Operational Strategies Mean Std. Deviation
Using clear personal policy in reward :

1.3253 0.60704
punishment of employees
Emphasizing employees welfare 1.1446 0.44537
Assessing employees performance 1.1566 0.42718
Assessing employees job satisfaction |1.1687 0.48938
Emphasizing employees job satisfaction1.1084 0.34964
Emphasizing employees productivity |1.3976 0.71465

Findings as presented in table 4.7 reveals thaphasizing the employees productivity
was strongly agreed to be effective strategy in SMgeration (mean-1.3976),using clear
personal policy in reward and punishment of emptsydmean-1.3253), accessing
employees job satisfaction (mean-1.1687), assessingloyees performance (mean-
1.1566), emphasizing employees welfare (mean-1)1446 emphasizing employees job
satisfaction (mean-1.1084) respectively .These igspthat emphasis on employees
productivity in human resource management is thmatesy that enhances business
productivity among SMEs in Nairobi on the other thaamphasis on employees job

satisfaction has minimal impact on effectivenesbusiness operations.
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4.3.4 Marketing

In order to further asses the marketing strategidepted by small and medium
enterprises in Nairobi Kenya, respondents were asiga to indicate their level of
agreement on various strategies effective in hglpihe business operations. The
responses were rated on a five point Likert scabere: 1-strongly agree, 2-agree. 3-
moderate, 4-disagree and 5-strongly disagree. Té@nnand standard deviations were

generated from SPSS and are as illustrated in #a8lbelow

Table 4.8: Marketing

Operational Strategies Mean Std. Deviation
Using brand names 1.4578 0.70367
Advertising products 1.5542 0.84468
Expanding customer credits 1.6867 0.89617
Pricing products at market price 1.3976 0.64278
Emphasizing customer service 1.1951 0.50769
Selling products direct to end user 1.3976 0.79541
selling through distribution channels |2.1687 1.29558

The findings reveal that majority of respondertergly agreed that selling through
distribution channels is the best marketing stratémean-2.1687), expanding on
customer credits (mean-1.6877), advertising pradyotean -1.5542), use of brand

names (mean-1.4578), pricing products at the mamke¢ and selling products direct to
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end user had the same impact on business operdtioeen-1.3976), emphasizing on
customer service had the least impact on businesstons (mean-1.1951) respectively.
This implies that selling through distribution chats as marketing strategy impact
positively on the performance of SMEs while empéiasi customer service has least

impact on SMEs in Nairobi.

4.3.5 Research and Development

In order to further asses the marketing strategidepted by small and medium
enterprises in Nairobi Kenya, respondents were asiga to indicate their level of
agreement on various strategies effective in hglpine business operations. The
responses were rated on a five point Likert scabere: 1-strongly agree, 2-agree, 3-
moderate, 4-disagree and 5-strongly disagree. Té@nnand standard deviations were

generated from SPSS and are as illustrated in Ha8lbelow.

Table 4.9: Research and Development (R& D)

Operational Strategies Mean Std. Deviation

Consulting technical experts 1.9880 1.10976

Takingpart in activities related to trade
1.9157 0.93970
industry associations

Attempting to predict industry trends &
1.9639 0.99322
acquiring knowledge of competitor
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From the findings the study reveals that majoritySEs in Nairobi strongly agree on
consulting technical experts (mean 1.9880), attemgptio predict industry trends and
acquiring knowledge of competitor (mean-1.9639kirtg part in activities related to
trade or industry associations (mean-1.9157) résqgdg. This goes to show that most
entrepreneurs tend to seek expert knowledge andceadwefore and during their
operations, however there is less involvement inmbership in professional
memberships and in trade industry activities whotluld also be important to their

development.

4.4Business Performance
In order to assess SMEs performance, financial areasannual sales, annual profits,
market share and re-investment in business and fimamcial measure (number of

employees) were used and the results are as shelown:b

Table 4.10: Business Performance

Business Performance yee

(2010-2013) Mean Std. Deviation
Annual sales 3.9759 73212
Annual profits 4.0120 .78855
Number of employees 45181 .84231
Market share 4.2530 .65970
Re-investment in business |4.2289 .70409
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From the findings majority agreed that number of plryees had increased
(mean=4.5181), market share (mean=4.2530), Re{imeed in business (mean=4.2289),
annual profits (mean=4.0120), and annual sales (#%®8759) respectively. From the
respondent results it is shown that there is alleféusiness performance measure
amongst SMEs in Nairobi Kenya. The emphasize isenwor the number of employees

indicator and least on the annual sales indicat@ measure of performance.

38



CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction
This chapter presents summary of findings, consluaind recommendations of the study
in line with the objectives of the study. The reshasought to establish the strategies

adopted by small and medium enterprises in Nai&niya to improve performance.

5.2 Summary

From the findings 50.6% of the SMEs in Nairobi pegtnership kind of ownership, 28%
are sole proprietorship owned, 19.3% are limiteshganies, and only 1.2% of firms are
operating as joint stock. This implies that majoot SMEs in Nairobi have partnership
ownership, these can be due large sum of moneyreelgto start and run businesses. It
also reveals that joint stock market has not begho#ed in Nairobi SMEs these could
be due to large sums of money required in stocketarFindings revealed that a vast
majority (62 %) of the respondents had been inatper for period of (6-10) years, 24%
had operated for less than (0-5) years, 14% weezatipnal for a period of (11-20)
years, the remaining less than 1% were in operatifmm a period of (21-30) years. The
study therefore reveals majority of SMEs in Nair@munty were upcoming businesses

and only 1% of the businesses had operated foelopegriod of time (21-30) years.
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On operational strategies adopted by SMEs, majooityrespondents agreed that
maintaining large cash balances was effective sinass operations (mean -1.5301), use
of outside borrowed funds (mean-1.2892). Re-investmof earned profits (mean-
1.2530) and search for cheaper source of finaneaifrd.2410) respectively. This is an
indication that their best strategy in the effegtrunning of the business is maintain large
cash balances, use of outside borrowed funds,vessimg of earned profits and search
for cheaper source of finance respectively. Majosttongly agreed that changing or re-
investing production methods is important for efifex business operations (mean-
1.8193), improving the existing products to meearding customer needs (mean-
1.4337), developing new products (mean-1.2892), hasiging on the product quality
(mean-1.2651) and involving employees in decisi@kimg (mean-1.2048) respectively.
This implies that changing or re-investing prodoictmethod is the best strategy in the
effective business operation, improving the exg{imoducts to meet changing customer
needs was agreed to be effective in business, @@ngl new products was moderately
agreed to be good for business while emphasizimymt quality and involving
employees in decision making was disagreed to lbectefe strategies in business

production process.

Emphasizing the employees productivity was stiypagreed to be effective strategy in
SMEs operation (mean-1.3976), using clear pergpolaty in reward and punishment of
employees (mean-1.3253), accessing employees jdisfasion (mean-1.1687),
assessing employees performance (mean-1.1566),simipiggemployees welfare (mean-

1.1446), and emphasizing employees job satisfa¢treean-1.1084) respectively. This is
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an indication that emphasis on employees produgtivihuman resource management is
the strategy that enhances business productivigngn&MEs in Nairobi on the other
hand emphasis on employee’s job satisfaction hasnmal impact on effectiveness of
business operations. Majority of respondents styoragreed that selling through
distribution channels is the best marketing stratémean-2.1687), expanding on
customer credits (mean-1.6877), advertising pradyotean -1.5542), use of brand
names (mean-1.4578), pricing products at the mamie¢ and selling products direct to
end user had the same impact on business operdtioeen-1.3976), emphasizing on
customer service had the least impact on businesstons (mean-1.1951) respectively.
This implies that selling through distribution chats as marketing strategy impact
positively on the success of SMEs operation, therohand emphasis on customer
service has least impact on SMEs in Nairobi, Kenyae study reveals that majority of
SMEs in Nairobi strongly agree on consulting techhiexperts (mean 1.9880),
attempting to predict industry trends and acquirkmpwledge of competitor (mean-

1.9639).

On business performance trends, from the findingperformance, majority agreed that
number of employees had increased (mean=5.518l)kemahare (mean=4.2530),
investment in business (mean=4.2289), annual pr@fitean=4.0120), and annual sales
(mean=3.9759) respectively. This indicates a pasifperformance generally among
SMEs in Nairobi, Kenya; however higher rate of eage in employees as compared to

other performance measures means that is an indicatstly used to measure growth.
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5.3 Conclusion

The study concludes that most SMEs in Nairobi aghtty dominated by women at 52%
as compared to men at 48%.The age prevalent fdmstand operating SMEs is skewed
towards younger generation, however, education whesy have at least a tertiary
education, and the higher the education, the lesdenhcy towards interest in SMEs
ownership and operation of the people in Nairobnyae Most of the SMEs are jointly
owned or sole proprietorship as compared to jdotks and limited companies and most

of the enterprises have in operation between (6)-ydars.

For most SMEs as literature supports, their strasegre formed at the operational level
and results suggest that as financial strategy, téved to maintain large cash balances
and to some degree, utilising outside borrowed $ut production level their major

strategy is changing and re-inventing productiorthmés and product improvement to
meet changing customer needs. Human Resource Mapagetrategies, emphasize is
on employee productivity and using clear policyeward and punishment of employees.
Whereas, in Marketing and R&D, they prefer thetstyees of selling through distribution

channels and consulting technical experts respaygtiv

However based on the mean scores, which was ausobre of 5, this indicates that the
strategies are reactive more than proactive. Basetusiness performance indicators
there is a level of positive business performamead amongst SMEs in Nairobi and
entrepreneurs between the years 2010 to 2013 andveare and measure or at least

understand the business performance trends.
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5.4 Recommendations
The study recommends that government should creatt make available more
revolving fund to young people in SMEs to help therploit the opportunities in the

stock market.

The study recommends that government and relevgangsations should provide more
training to young people on the best strategiesatiopt in marketing, finance
management and production process in order link thygeration to the customers to

improve performance in SMEs.

The study also recommends that government shoold® an enabling environment by
improving infrastructure, security and an enabloadfure where entrepreneurship is not
looked down upon as a domain for less educatedi@@ophe society and where failure

is not stigmatised but rather an avenue for furtb@ming and improvement.

5.5 Areas of further studies

Since this study explored the strategies adoptedrbgll and medium enterprises to
improve performance in Nairobi Kenya. The studyoramends that similar study should
be done in other Counties for comparison purposesta allow for generalization of

findings on the strategies adopted to improve perémce in SMEs in Kenya.
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Similarly the research should be undertaken to SMB&rious categories separately in
manufacturing, construction, bar and restaurant @ade in order to establish the

strategies adopted for a more conclusive resuiteghey are oriented differently.

5.6 Limitation of Study

The researcher encountered quite a number of cigademost particularly during data
collection given the number of respondent and theaitingness to cooperate with
information. Time for the study was insufficienvgn that the researcher had to make a
follow up on respondents and sometimes guide amdifyclto the respondent on
answering the questionnaires. Some respondents Wwised while giving their
information especially relating to their financeer ffear of victimization by the
government officials. At the same time it was h&dprove the accuracy of the data

given due to lack of proper documented managenfdnt SMES owner.

Lack of honesty from some respondents especialgnimg information relating to their

performance activities and trends for fear thatitth@rmation could be used against them

with their rivals or to be used in exposing thenthi® taxation
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APPENDICES

Appendix |: Authorization Letter

UNIVERSITY OF NAIROB|
SCHOOL OF BUSINEss
MBA PROGRAMME

Telephone: 020-2059162
Telegrams: “Varsity”, Nairobi
Telex: 22095 Varsity

7

The bearer of this letter ... A5 EK 1\ . F&SEE
Registration No.......... ... DQ\/ SOl T?//Z/@HD

is a bona fide continuing student in the Master of Business Administration (MBA) degree
program in this University.

The results of the report will be used solely for academic purposes and a copy of the same
will be availed to the interviewed organizations on request.

Thank you,
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Appendix Il: Questionnaires

Introduction

This questionnaire is for soliciting informatioroim selected SMEs. The objectives is to
assess the various strategies the firms have atldptemprove their performances.
Would appreciate if you could answer the followigpgestionnaire and return to me by

today. Your cooperation in the exercise would lghlyi appreciated.

Instructions
Please answer all questions as honestly as possilby ticking (X) in boxes where

appropriate.

SECTION A: GENERAL INFORMATION AND FIRMS CHARACTERI STICS

Details Please type or tick (X) in the box where gpopriate

1.| Name of your,

organization

2.| Core of business activity

3.| Your job designation

4.| Gender Male { } Female { }

5. Your Age 20-30 { } 31-40 { } 4150 { }

51-60{ } 61-70 { } > 7D }

6.| Your education level Secondary { } Tertiary College { } Gimate {
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}

Postgraduate { } Others { }

7.| Total no of Employees <9 { } 10- 19 {} 20- 29 { } 3039 {
}
40- 50 { }

8.| Legal Form Sole Proprietorship { } Partnershfp } Limited

Company{ }Jointstock { } Corporation{ }
Others .......cccevenenn.
9./No of Years in 0-5{ }6-10{ }11-20{ }2130{ } >
Operation 41 { }

SECTION B: BUSINESS STRATEGIES
Show your level of agreement on the extent to wriloh tabulated list of business
strategies have been effective in helping your ajpan: 1= strongly agree, 2= agree, 3=

moderate, 4= disagree and 5= strongly disagree

1.0 | Finance

1.2 | Use of outside borrowed funds

1.3 | Search for cheaper source of finance

1.4 | Re- investment of earned profits

1.5| Maintaining large cash balances

2.0 | Production
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2.1

Changing or re-inventing production methods

2.2

Improving the existing products to meet changingt@mer needs

2.3

Developing new products

2.4

Emphasizing products quality

2.5

Emphasizing cost reduction in all areas of theress

3.0

HRM

3.1

Involving employees in decision making

3.2

Using clear personal policy in reward and punishmei

employees

3.3

Emphasizing employees welfare

3.4

Assessing employees performance

3.5

Assessing employees job satisfaction

3.6

Emphasizing employees job satisfaction

3.7

Emphasizing employees productivity

4.0

Marketing

4.1

Using brand names

4.2

Advertising products

4.3

Expanding customer credit

4.4

Pricing products at market price

4.5

Emphasizing customer service

4.6

Selling products direct to end user

4.7

Selling through distribution channels

5.0

R&D
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5.1| Consulting technical experts

5.2| Taking part in activities related to trade or inlygssociations

5.3 | Attempting to predict industry trends and acquirkmpwledge of

competitor activities

3. SECTION D: BUSINESS PERFORMANCES 2010 — 2013

Please tick in the table below, how the trendshef following performance indicators
have been experienced from 2010 to 2013 in youarorgtion.

1: Highly decreased 2: Slightly decreased 3: No increase

4: Slight increase 5: Highly increased

6.0 Annual Sales

6.1 Annual Profits

6.2 Number of Employees

6.3 Market Share

6.4 Investment in the Business

THANK YOU FOR YOUR COOPERATION IN THE EXERCISE
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Appendix Ill: National Baseline Survey 1999

NATIONAL BASELINE SURVEY 1999

SECTROL AND URBAN - RURAL DISTRIBUTION OF MSE TABLE

Sector Urban Rural Total
No Col | Row | No Col |Row | No %
% % % %

Manufacturing 45,01910.2 | 26.1| 127,74515.1 | 73.9| 172,764 | 13.4
Trade 273,73861.5 | 33.1| 552,41065.0 | 66.9| 826,149 | 64.1
Bars/Hotel/ 24,888 5.9 | 32.5| 51,789 6.5 | 67.5| 76,677 6.0
Restaurants

Services 92,93Y21.0 | 48.6| 98,39811.6 | 51.4| 191,335| 14.8
Construction 6,561 1.5 | 29.7] 1553y 1.8 | 70.3| 22,097 1.7
TOTAL 443,133 | 100.0| 34.4 | 845,879 100.0| 65.6| 1,289.012100.0

Source: National MSE Baseline Survey 1999 (CBSREp and ICEG)
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Appendix IV: Table illustrating the sampling process

Stratum Col % No of samples
Manufacturing 10.2 10

Trade 61.5 60
Bars/Hotel/ Restaurants 5.9 6
Services 21.0 21
Construction 15 3

TOTAL 100.0 100
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