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ABSTRACT

The research study was to the factors affectingpgsdormance of importing and
exporting small and medium enterprises in Mombasan®/, Kenya. The research
looked at various factors cited as regulatory awoticp framework, technology,
marketing information, finances, high tax costs amhagement skills. The study was
guided by the research objective: to determindabtmrs affecting the performance of
importing and exporting small and medium entergriseMombasa County, Kenya.
The research adopted descriptive survey designoliect quantitative by use of
primary data questionnaires, this was preferredt asuld enable the researcher to
obtain complete and possible accurate informafldre population was 50 firms and
the response rate was 64% of the small and Medintargrises. The data collected
was then analyzed by use of SPSS. The presentafialata was by tables with
frequencies, mean and percentages to show themstaterate under study.The
findings indicated factors affecting the performarad SMEs are policy and legal
framework and market information are most influahtfollowed by high tax costs,
technology, finances and management skills andiwithe long run determine their
survival and the firms cannot operate without sitloey affect the importing and
exporting of the firms the this in effect the firmannot operate without and they
affect the importing and exporting of the Small aMedium Enterprises. The overall
study recommendation should be that the firms shaat fast and ensure the factors
affecting performance are mitigated since there potential factors to the

performance of the firms.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

International trade is the performance of trade amgestment activities across
national boundaries (Voerman, 2011). Companiesop®rivarious activities in more
than one country such as manufacturing, sellingven sourcing. They further argue
that the main force behind the development of ii@gonal trade is the concept of
globalization. Technology has made it possibleceas various markets in the globe
within a very short time. This has largely influedccompanies to expand their
market share to other countries other than thenpauntry. Cavusgil (2010) further
indicate that companies can do international ttadeugh methods such as exporting,
foreign direct investment, franchising or evenrisag.

The study was anchored on the institutional thetgghnological gap theory and
market imperfection theory. Institutional theorysmadvanced by Meyer and Rowan
(1977) who assert that the institutional environtnean strongly influence the

development of formal structures in an organizatioften more profoundly than

market pressures. Innovative structures that imgr@chnical efficiency in early-

adopting organizations are legitimized in the emwnent. Technological gap theory
was advanced by Posner (1961) who describes temjydheory as advantage
enjoyed by the country that introduces new gooda market. As a consequence of
research activity and entrepreneurship, new gooelpeoduced and the innovating
country enjoys a monopoly until the other countliesrn to produce these goods,
while market imperfection theory Market imperfectiovas advanced by several
people including (Hymer, 1976). These researchefsh@ market imperfection as

anything that interferes with trade. Market impeti@ns include two dimensions of
imperfection. First imperfections cause a ratiomalrket participant to deviate from
holding the market portfolio. Second, imperfectiosause a rational market
participant to deviate from his preferred risk levdarket imperfections generate
costs which interfere with trades that rationalividiials make or would make in the

absence of imperfections.



Small and Medium Enterprises (SMEs) are now viewsdmportant in even and
equitable economic development. Rok, (2005) clestnlyw that the sector is not only
a provider of goods and services but also a drimepromoting competition,

innovation and enhancing the enterprise cultureclvie necessary for private sector
development and industrialization. Small and medienterprises (SMEs) play a
major role in economic development in every coun8tudies indicate that in both
advanced economies and developing countries SMidrilmate on average 60
percent of total formal employment in the manufaomw sector. For African

economies, the contribution of the SME sector to gpportunities is even more
important. Taking into account the contributiontleé informal sector, SMEs account

for about three quarters of total employment in ofacturing (Ayyagari et al, 2007).

1.1.1 International Trade

International trade is the exchange of goods amdces between countries (Heakal
2011). This type of trade gives rise to the worddreomy, in which prices, or supply
and demand, affect and are affected by global evenhtading globally gives
consumers and countries the opportunity to be e@ads goods and services not
available in their own countries. Almost every kioflproduct can be found on the
international market: food, clothes, spare parils,j@velry, wine, stocks, currencies
and water. Services are also traded: tourism, bgnkionsulting and transportation. A
product that is sold to the global market is ancetgpand a product that is bought
from the global market is an import.

According to Husted (2007), all countries partitgpan international trade, meaning
some goods and services produced within every cpamné sold to economic agents
(industries, firms, governments etc.) in other d¢aas, these products are known as
exports. Some goods and services consumed witlkeimuatry have been purchased
from economic agents in other countries; these g@aoe known as imports. Countries
differ in how much they participate in internatibn@ade. A measure of this
participation (crude measure) is given by the ratioexports to Gross Domestic
Product (GDP) (Gross National Product) multipligdll®0. This measure is known as
the index of openness. Generally this number vaitihzxbetween 0 — 100. Sometimes it
will go higher though very rare to more than 100@ugtries with high values of this

index trade a lot with the rest of the world and aaid to be relatively open, those



with low values are said to be relatively closedaaese international trade is only a
small part of their economic activity (Husted, 2D0lFhe extent of economic activity
in a country can be measured in many ways. Thermwest common measures are
GNP and GDP of a country. GNP, this is the valudirdl goods and services by
domestic faction of production. No matter whereytlage located, be it locally or
abroad. And, GDP which is the value of final goaasl services produced within a
country no matter whether the factors of productim@ domestic or foreign
(McDaniel, 2008).International Trade occurs wheffiran imports and or exports
goods or services to consumers in another coulmgrnational business is thus the
cornerstone of international trade, as it allowtenmational trade to come about.
International trade facilitates the buying and isgllof goods and services across
borders

1.1.2 Firm Performance

Organizational performance comprises the actugduiudr results of an organization
as measured against its intended outputs (or goalsobjectives). Organizational
performance is the concept of measuring the ougdut particular process or
procedure, then modifying the process or procetlunacrease the output, increase
efficiency, or increase the effectiveness of thecpss or procedure. The concept of
organizational performance can be applied to eitigividual performance such as an
athlete or organizational performance such as #@gateam or a commercial
enterprise. In performance improvement Organizatigerformance, is the concept
of organizational change in which the managers goderning body of an
organization put into place and manage a programimeh measures the current
level of performance of the organization and themegates ideas for modifying
organizational behavior and infrastructure whichrevput in place to achieve higher
output (Barsky, 1999).

A performance measurement system is a set of pesfoce measures that provides
useful information to help managing, controllinglaqnming and realizing the
company’s operations. Information gathered fronediggmance measurement system
must be complete, relevant, timely and easily asbbs by users. Moreover, these
measures must be designated so that they refleaitportant factors affecting the

productivity of different processes (Tangen, 200 performance has become an



important component of empirical research in theldfi of business policy.
Researchers frequently take the performance ofnargton’s into account when
investigating any organizational structure, strgtagd planning. Organizations use
performance measures for evaluating, controllind enproving their processes, as

they move toward realizing their goals and targ@tsalayini and Noble, 1996).

Tangen (2005) reviewed many academic and profesisionrnals of the past 30

years for publications on organisational perforneartée came to the conclusion that
performance is a compound variable embodying cathmeadvantage or excellence,
profitability and productivity. The assessment effprmance variables depends on
the position and interests of the various stakedrsicdand is therefore affected by
context variables such as legislation, market dgpmknts, social trends or
demographic developments. Profitability is defimadthe difference between benefits
and costs. Competitive advantage has been defmédea(developments in) market
share, and productivity as the ratio of output/mpuwoductivity is the most difficult to

guantify, especially if the organization concerngd centre of expertise, a service

provider or an educational institute.

1.1.3 Small and Medium Enterprises in Kenya

Definition for SMEs is often considered to be arstable for business studies and
market research. Definitions in use today defimregholds in terms of employment,
turnover and assets. They also incorporate a reaslenamount of flexibility around
year-to-year changes in these measures so thaireebs qualifying as an SME in one
year can have a reasonable expectation of rema@amd@EME in the next. The
thresholds themselves, however, vary substanti@lyveen countries. As the SME
thresholds dictate to some extent the provisiogafernment support, countries in
which manufacturing and labour intensive industeaes prioritised politically tend to
opt for more relaxed thresholds. Breaking down3ME definition, Kenya defines a
small business as one that has fewer than 50 eegdogr revenue less than 50
million Kenya shillings. A firm that has more empées than these cut-offs but fewer

than 500 employees is classified as a medium &iasohess.

In Kenya, the Small and medium Enterprises (SMEs)as plays a pivotal role in the

overall industrial economy of the country. Furtharrecent years the SME sector has



consistently registered higher growth rate compaecethe overall industrial sector.
The major advantage of the sector is its employrpetgntial at low capital cost. As
per available statistics, this sector employs amased 11 million persons spread
over 2.2 million enterprises and the labour intgnsi the SME sector is estimated to
be almost 4 times higher than the large enterpri§ggategic business advisors africa
Itd-SME banking sector report 2007)

The SME sector is recognized as an integral comgooeeconomic development
and a crucial element in the effort to lift couagriout of poverty (Wolfenson, 2001).
SMEs are the driving force for economic growth, gsbation, and poverty reduction
in developing countries. They have been the meansugh which accelerated
economic growth and rapid industrialization haverbachieved. Furthermore SMEs
have been recognized as a feeder service to lagme industries. While the
contributions of SMEs to development are generatlynowledged, entrepreneurs in
this sector face many obstacles that limit themglderm survival and development.
Scholars have indicated that starting a businessrisky venture and warn that the
chances of small-business owners making it pasfiileeyear mark are very slim

(ILO, 2005).

1.2 Research Problem

International trade is the exchange of capital,dgp@nd services across international
borders or territories, which could involve the iates of the government and
individual.In most countries, such trade represemtsignificant share of gross
domestic product (GDP). It is the presuppositiomtdrnational trade that a sufficient
level of geopolitical peace and stability are piwvg in order to allow for the
peaceful exchange of trade and commerce to takee pietween nations, while
performance is a measure of how well a mechanisiodss achieves its purpose. In
enterprise management, Moullin (2003) defines agamrzation’s performance as
“how well the organization is managed” and “theweathe organization delivers for

customers and other stakeholders.”

SMEs have now embraced international trade desp#estiff competition from
established firms. Wignaraja (2003) observes tiIMES have played an increasingly

role in the process of export-led industrializationthe developing world. This has



been as a result of progressive globalization twetast two decades or so creating a
new international environment for SMEs exports figveloping countries. In
addition, the process of world economic integrath@s involved a broadening and
deepening inter-relationship between internatitwra@ale and foreign investment flows.
Several influences — falling trade barriers, insme@ technological progress,
migration of technical and professional manpowett highly mobile multinational
corporations seeking out new investments — havebowd to drive globalization.
The end result is an international market placegoods and services that seems

indifferent to national boarders and state regoihati

Related studies have been done on performance atl amd medium enterprises.
Rajesh (2008) on a study of Strategic developmgnSKRIE’'s for competitiveness
found out that Small and medium enterprises areidered backbone of economic
growth in all countries. They contribute in providijob opportunities, act as supplier
of goods and services to large organizations. FEB10) on a study of factors
affecting the performance of Small and Medium Sé&aeltry farming Enterprises in
Karuri, Kenya established that, small and mediumtppenterprises interact with the
business environment which affect their growth @nafitability and hence, overall
performance as an organization. Some of the enviemtal factors impacting on the
performance of these enterprises are: entrepretdraining and experience, access
to credit facilities, national policy and regulata@nvironment, technological change,
country infrastructure and markets information. Whhe issue of performance on
Small and medium Enterprises has been examined litdrature is scarce and
therefore the need to explore the SMEs within Masab@ounty. This study sought to
answer the following research question: What aeefdlstors affecting performance of

small and Medium Enterprises within Mombasa County?

1.3 Research Objective
I.  To determine the factors affecting the performasfaenporting and exporting

small and Medium Enterprises in Mombasa County,yiéen

1.4 Value of the Study
Performance of small and Medium Enterprises in keogntributes to the economic

development in the country and the world at laff®e study results will document



the factors that affect the performance by SME®Iwved in international trade in
Kenya today. This will provide a source of inforioatand largely contribute to the

theoretical view of performance of SMEs in Momb&saunty.

The study findings will provide the policy makersthe government of Kenya with
insights on the critical factors they need to basidered when formulating policies
meant to enhance implementation of strategies wilit enable SMEs perform

effectively in the international market.

The academic fraternity will find the report impamt in helping them understand the
factors affecting performance of importing and exipg small and Medium

Enterprises. In effect it will open up research atady opportunities in areas not
adequately covered in the report. The study wilalsource of reference material for
future researchers on other related topics. It aldb help other academicians who

undertake the same topics in their studies.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction
This chapter presents the literature and theomestieg related to the studies and

reviews on performance of SMEs in the internatiomarketing Mombasa County.

This is in line with giving the study and problemduestion a theoretical perspective
and conceptualization that would aid in carrying ¢lie study. The study also

develops a comprehensive conceptual framework tp imeunderstanding of the

variables under study.

2.2Theoretical Foundation

This study is anchored on three organizational rikep Institutional Theory,
Technological gap theory and Market imperfectioredity. This is because theories
explain the factors affecting the performance o@mnd Medium Scale enterprises.
These theories are as discussed below:

2.2.1 Institutional Theory

This theory was advanced by Meyer and Rowan (19¥f) assert that the
institutional environment can strongly influence ttevelopment of formal structures
in an organization, often more profoundly than nearkpressures. Innovative
structures that improve technical efficiency in lgadopting organizations are
legitimized in the environment. Ultimately thesenawations reach a level of
legitimization where failure to adopt them is seen"irrational and negligent” (or
they become legal mandates). At this point newexisting organizations will adopt
the structural form even if the form doesn't immg@fficiency.

Meyer and Rowan argue that often these "institafionyths" are merely accepted
ceremoniously in order for the organization to gammaintain legitimacy in the
institutional environment. Organizations adopt theocabularies of structure”
prevalent in their environment such as specific jotbes, procedures, and
organizational roles. The adoption and promineispldy of these institutionally-
acceptable "trappings of legitimacy" help preseaweaura of organizational action
based on "good faith". Legitimacy in the institum# environment helps ensure

organizational survival.



However, these formal structures of legitimacy caguce efficiency and hinder the
organization's competitive position in their tedati environment. To reduce this
negative effect, organizations often will decougheir technical core from these
legitimizing structures. Organizations will miningior ceremonialism evaluation and
neglect program implementation to maintain exter@ad internal) confidence in

formal structures while reducing their efficienegpgact. In the context of this study,
institutions are the rules of the game in a soaetymore formally, are the humanly
devised constraints such as rules that human belegse and informal constraints
such as convections and codes of behavior. The hiyndavised constraints in this
study include government policies and regulationpdsed upon small and medium
enterprises which hinder them from operating effety in the international market.

The argument is that if the regulatory and polignfework was not too stringent,
small and medium enterprises could be able to tedfitively in the international

market.

2.2.2 Technological Gap Theory

This theory was advanced by Posner (2000) who itesctechnology theory as
advantage enjoyed by the country that introduces geods in a market. As a
consequence of research activity and entreprenpunséw goods are produced and
the innovating country enjoys a monopoly until titber countries learn to produce
these goods: in the meantime they have to impernthin the context of this study,
this theory can be related to small and mediumdsezgerprises inability to produce
goods that are competitive in the market due tk Gcappropriate technology. This
implies that the SMEs are unable to export suchld kih goods and thus other

countries continue to enjoy internal trade at tkge@se of small firms in Kenya.

The technology gap approach, following Schumpei&47), analyses economic
growth as the combined result of two conflictingcies; innovation which tends to
increase technological gaps, and imitation or diffn which tends to reduce them.
Countries on a comparatively low economic and tetdgical level may realize
higher growth rates than other countries by expigithe potential for imitation. But
this is certainly no "law”. It depends both on thewn efforts and the innovative

efforts of the more advanced countries in increptie "gap”.



Under the label of ‘technology gap theory’ PosnE96(1) introduced the idea that
temporary monopoly profits can be appropriatedefam a technological lead, in an
international trade context. Given the assumptlmat technology is not a free and
universally available good, Posner argued thatevteathnology might be important
for trade in some sectors, and not in others, iations made in one country (in
technology intensive sectors) would benefit thatntoy as long as the lead could be
kept. That is, a country will have ample first-mpaevantages in a given sector, until
other countries have imitated the innovation. Hemeethe original formulation of

Posner, once imitation has taken place, more toadit factors of adjustment and
specialisation would take over and determine trihols. However, as argued by
Dosi and Soete (1988), there is not necessarilyhanmy impermanent about the
importance of technology in determining trade flpwsice static and dynamic scale
economies flowing from the initial break through & prolong the lead. Coupled
with new product innovations, these scale economiight well secure a continuous

trade flow.

A formalised neoclassical treatment of aspectshef ilea is found in Krugman
(1985). Metcalfe and Soete (1984)also observettade can be due to the difference
between national rates of diffusion of demand aaquhcity growth and to time lags in
technology transfer with respect both to demand @nodiuction. While this type of
trade should be transitory, it is possible thatedént diffusion patterns may result in
different patterns of development within a techgglathus affecting countries’ long-
run comparative advantages. Overall studies udiegtéchnology gap approach to
trade emphasise inter-country differences in temdinichange as the basis of
international trade flows. In this framework it isriation across countries in
innovation capabilities within each sector, ratltfegin inter-industry differences in

endowments, which matters in explaining the dioecdf trade.
2.2.3 Market Imperfection Theory

Market imperfection was advanced by several pemgleding (Hymer, 1976). These
researchers define market imperfection as anyttiiaginterferes with trade. Market
imperfections include two dimensions of imperfegtid-irst imperfections cause a
rational market participant to deviate from holditige market portfolio. Second,
imperfections cause a rational market participantiéviate from his preferred risk

10



level. Market imperfections generate costs whiderfere with trades that rational

individuals make or would make in the absence gfarfections.

These researchers argue that market imperfectioasstuctural, arising from
structural deviations from perfect competition hme tfinal product market due to
exclusive and permanent control of proprietary tedbgy, privileged access to
inputs, scale economies, control distribution systeand product differentiation, but
in their absence markets are perfectly efficiete Argument developed in this study
is that the success or failure of importing andagtipg small and medium enterprises
in Kenya is pegged on the factors that influensepgrformance. These factors are
discussed at length below.

2.4 Factors affecting the Performance of Small anMedium Enterprises
Performance can be defined as the accomplishmemtgofen task measured against
preset standards of accuracy, completeness, cubtseed. Belso-Martinez (2006)
observes that SMEs involved in internal trade ha@inued to perform badly due to
various factors. Theoretical and empirical resediratings published in the last 10 to
20 years on the factors that explain SMEs involv@nie exporting all agree on one
point: the limited ability to acquire informatiomé knowledge about foreign markets
and to manage foreign activities is largely resgdador their relatively low level of

exporting commitment and poor performance (JulieRa&nangalahy, 2003).

Most SMEs in the country lack the capacity in tewhgualified personnel to manage
their activities. As a result, they are unable tblsh the same quality of financial
information as those big firms and as such areaht# to provide audited financial
statement, which is one of the essential requirésnanaccessing credit from the
financial institution. This is buttressed by thatement that privately held firms do
not publish the same quantity or quality of finahdnformation that publicly held

firms are required to produce. As a result, infaioraon their financial condition,

earnings, and earnings prospect may be incompteteocurate. Faced with this type
of uncertainty, a lender may deny credit, sometitodbe firms that are credit worthy

but unable to report their result s (Coleman, 2000)

Another issue has to do with the inadequate capésé of most SMEs in the country

to meet the collateral requirement by the bank®reetredit is given out. In the

11



situation where some SMEs are able to provide tawlif they often end up being
inadequate for the amount they needed to embartha&in projects as SMEs assets
backed collateral are usually rated at ‘carcassievalo ensure that the loan is
realistically covered in the case of default duetite uncertainty surrounding the
survival and growth of SMEs (Binks et al., 1992).

In relation to developing countries, the lacks aitess to investment capital,
technology know how and commercial linkages are ragnthhe broader challenges
facing established SMEs. Also, local firms that aamprivately held may still resist
raising the functional importance of finance (Mayt2008). In fact, some countries
have turned to higher education to solve most esehbarriers. Swift and Lawrence
(2003) showed that foreign language skills and latkultural understanding have
become one of the main problems to solve, and hewSMEs have turned to higher
education to overcome these difficulties. As Maf2008) observes that the secret of
success for winning in the new economy is to manegkural diversity with
information, intelligence, a critical and demandeitjtude, patience and, above all,
with much respect for and understanding of theucelf others. However despite
this growth in Microfinance, recent studies likatttof Bowen and Makarius (2009)
shows that over 50% SMEs continue to have a dettimg performance with 3 in
every 5 SMEs falling within the months of estahimsnt.

2.4.1 Regulatory and Policy Framework

According to Siringoringo, Prihandoka, Tintri andwanda (2009) in a study on
problems faced by small and medium businessespargrg products in India, it was
found that one of the most cited obstacles witlareédgo exporting concerned the time
and paperwork required to comply with foreign ammthestic market regulations. The
government did not solely impose those procedwsesdependent organizations such
as banks, shipping organizations, and insurancepanias, also had their own
procedures. A firm that wished to enter the expoatket or intended to increase its
export activities had to acquire the knowledge skitls to deal with administrative
procedures which many small and medium sized emtegplacked. The upshot was
that the mere perception of inability to process tfraperwork, either because of

cumbersomeness or due to lack of time, constitat&errier to exporting for these
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enterprises. Often, the documents were not propssiypleted, causing delay in

payments and thus creating cash flow problemsi®ekporter.

Ekpenyong and Nyong (1920) in a study on the charatics, problems and sources
of finance of small and medium enterprises involiredxport and imports in Nigeria
found that government policies seemed to have itotest a serious problem area for
the enterprises. He observed that since 1982, dlkergment of Nigeria had began
harsh government policies towards the small and iumedenterprises. The
government introduced ‘stabilization measures’ Whiesulted in import controls and
drastic budget cuts for SMEs. These, in turn, redsersely affected the subvention
to the financial institutions established to previthancial assistance to the SMEs. In
additional, with the implementation of the strategjliberalization and deregulation
of interest rates, the interests rates have coatiria rise gradually, and SMEs have
had great difficulties obtaining credit. In condtus the study found that all the
enterprises that failed blamed their failure on gaeernment policy or another.

In Mozambique, Nathan Associates (2002) in a stuaynainstream trade observed
that export procedures for SMEs are very cumbersdroe example, exporters
needed to obtain a certificate of origin, a cexéife of quality, a sanitary and
phytosanitary certificate and an export license,ictvhwas needed for each
transaction, before exporting. The certificate famitary and phytosanitary both
required inspections. These cumbersome proceduirederh many SMEs from

carrying out effective internal trade give theirnmal capacity capability and some

end up collapsing.

In a study on promoting SME exports from developoogintries, Wignaraja (2003)
observed that the most constraining factor hinde8MEs from effectively carrying

out international trade was the application of gowgent policies, regulations and
procedures relating to macroeconomic conditiongerimational trade, domestic
competition, taxes, bureaucratic procedures anoulaliHe observed that lengthy and
cumbersome procedures to process imports and exglmdugh customs were a

disincentive to business and exporting.
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2.4.2 Technology

According to Wignaraja (2002) in a study on firraesitechnological capabilities and
market-oriented policies in Mauritius, a study thaas based on a sample 40
Mauritian garment enterprises including 19 SMEs atdarge firms, it was found
that firm-level export performance was closely agsed with the acquisition of
firm-level technological capabilities. The data gested that average technological
capabilities in large firms were significantly haghthat in SMEs. In part, this
reflected the fact that large firms had much befigality management capabilities.
Furthermore, more large firms than SMEs had movetb imodern quality
management systems by adopting ISO 9000 standardsldrge firms had been
certified to ISO 9000 standards and another fouewethe process of being certified
while no SME had been certified and only SMEs weseg certified. Large firms

also had better maintenance capabilities than SMEs.

Nearly all the large firms had a regular routime €quipment maintenance and a
maintenance shop with specialized maintenance megpdome large firms also
brought in foreign maintenance staff where requiffed instance, for major repair
work on computer-aided design systems). With a éaaeptions, the SMEs did not
do regular maintenance and tended to only under@gbairs when equipment broke
down. SMEs also tended to rely on contract maimteaastaff and lacked in-house
maintenance shops and specialized manpower. Tipketinthat SMEs were not in a
position to compete internationally with large fsrm terms of production of quality

goods to the export market.

Research work on low and middle income countrieEunope and Asia had shown
that manufacturing enterprises that were connecidide internet exported more than
those non connected enterprises (Clarke, 2005motny to Clarke (2005), a similar
relationship appeared to hold for the African gmtises where enterprises that used
the internet to communicate with customers and lgnspwere considerably were
likely to export that other enterprise. The poistimate of the coefficient suggested
that average enterprises would export about 1lep&xge points more of its output if

it had an internet connection than if it did not.

According to Ngahu (1992) in his study on choiceezhnology in small and medium
industries observed that small and medium ente&priaced unique constraints that
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hindered the effective choice of technology. Mamah scale enterprises owners or
managers lacked managerial training and experiérte typical owner or managers
of small businesses developed their own approachatwagement, through a process
of trial and error. Lack of information was a keyoplem affecting small scale
enterprises in developing countries because tlngice of technology was based on
insufficient information and ineffective evaluatiofgnorance was cited as a key
constraint affecting the choice of technology byalirscale enterprises. In addition,
lack of access to credit was almost universallycagd as a key problem for small
businesses. This affected technology by limiting tkmber of alternatives that could
be considered. Many small scale businesses use@d@propriate technology because
it was the only one they could afford. In some sasgen where credit was available,
the entrepreneur might lack freedom of choice bseabe lending conditions may

force the purchase of heavy, immovable equipmeitdbuld serve as collateral loan.

2.4.3 Marketing Information

According to Siringoringo (2010) in a study on deshs faced by small and medium
businesses in exporting products in India, entsepproblems indentified in research
concerned, primarily, the organizational capacitly the enterprise to execute
marketing function. Product problems were related quality and technical
requirements of the targeted export market segnseict)y as export product design,
style, quality, packaging and labeling requiremeatsd product adaptation or
modification. Marketing knowledge and informatiavere two export problems
which revolved around lack of knowledge of foreigarkets, business practices, and
competition; and lack of management to generatidarsales. Lack of knowledge to
locate foreign opportunities and promising marke&s perceived to be a major

barrier in exporting of SMEs in India.

2.4.4. Finances

Nothard, Ortmann & Meyer, (2004) revealed that $naald medium enterprises
operators had limited access to medium-term finambes is because formal lending
institutions viewed them as temporary entities.sTinas because there was no
guarantee that the businesses would be in operfdrolong. In addition, cash flow
problems due to payment delays amplified an alrgadgarious monetary problem.

Wiseman (2003) stated that the entrepreneurs rhige to wait up to two months to
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receive payment for their services. This affecteeirtquality of goods and services

they offer and thus were not able to compete effelgtin the market place.

Holland (2004) in his analysis of Chinese SMEs #rar access to credit facilities
found that as much as 56% of the companies fundse weom personal

savings/sources while 20% came from the banks ameéra 1% from equity. State
banks in China traditionally preferred lending targe state owned enterprises,
however, with the economic restructuring in plapdyate small scale businesses
were finding their access to credit increasingiyited as a result of new credit
restrictions. Analysts in China estimate that aangj of small businesses owners in
China were now forced to resort to the undergromadket in order to gain access to
much needed finances. A shortage of capital affectsll scale businesses in
particular, as they do not have the ability to abgbe risk of experimenting in new

markets.

In a study carried out by ECA (2001) on enhancheydompetitiveness of small and
medium enterprises in Africa, the mission found that shortage and inadequacy of
financial institutions for small businesses suppaas a major obstacle for small scale
business development, especially in the internatianarket. For example, the
Senegalese private sector was found to remain teppied by the fact that most
financial institutions were ill equipped to serye tsmall business enterprises. Such
institutions appeared to have serious internal pamal weaknesses and unqualified

staff, which explained poor quality of the servrevided.

The mission further reported that commercial baoken discriminated against
SMEs because they were considered high risk clieitts little or no resources to
provide collateral. They quoted Gabon and Camenabere they found out that
interest rates could go up to 25%, and althougteldpment banks existed, they
operated like commercial banks with the same loanditions. In countries like
Nigeria, it was observed that small enterprisesessdo capital was in the form of
short-term loans and overdraft facilities were highimited. Banks and other
financial institutions had no confidence in SMEstlasy were perceived as high-risk
ventures with high rate of failure. They also ekshed prohibitive collateral

conditions that most small scale enterprises coatdafford (ECA, 2001).
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A study carried out by OECD (2005) on challengesnig SMEs in Kenya established
that limited access to financing was a problem Wes experienced across the board.
In spite of Kenya'’s relatively large financial sees sector, only about 10 per cent of
the population was estimated to have access tarmaskrvices. The bulk of the poor
had no access to formal financial services. Coreatyy small entrepreneurs’ start
their business by investing their own savings andising funds obtained from
relatives or friends and supplemented by loans fioformal lenders or by credit
from suppliers. The report indicated that the nraason why commercial banks were
reluctant to lend to the small scale enterprises that this type of business seldom

had any credit history or marketable assets tcaasmllateral.

2.4.5 High Tax Costs

According to the Bureau of Economic Energy and Bess Affairs (2011) Kenyan
SMEs carry the heaviest taxation burden in EastcAfr Despite East African
Community states levying a uniform 30 percent coapon income tax across the
region, Kenyan firms have to contend with otheidsewvhose ultimate impact raises
the overall tax burden. Tax experts at Price Watesk Coopers say the total
corporate tax burden in Kenya is currently standagl9.7 per cent compared to
Tanzania’'s 45 percent, Uganda’'s 32 percent, andnBas 31 percent. This
additional burden has raised the cost of doing nass in the region’s biggest
economy and reduced the competitiveness of itssfiklenyan SMEs have to contend
with 41 different tax payments cutting across 16 riegimes, which take 417 man-
hours to file as compared to the world’s averag8lotax payments and 286 hours,
thus placing Kenya as one of the countries withrtiwst complicated tax system in
this part of the world. For this reason, most oé tBMEs find themselves at a

disadvantaged position when it comes to transabtirsiness across the region.

According to Mwapachu (2009) the cost of doing bass in the EAC region is
‘unnecessarily too high’ which undermines compegiiess of the region. He
observed that the partner states after joining EAStoms union experienced some
inevitable loss as a result of adopting the EAG el tariff. Though he argues that
this was a necessarily cost of integration and thatbenefits in the medium term
would be more than the short term costs, he coetetitat there were challenges over
harmonizing domestic taxes, a move that was inttoereate a level playing field
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for intra regional trade in goods. As a resultled ibove, he observes, some partners
have to rely more on VAT based import taxes andase duties for exchequers

revenues.

In a study by Abire and Doussy (2006) it was resegdhat tax compliance swallows
up resources that could be devoted to a more eféexinning of SMEs. The majority

of SMEs experience their tax liability as an incieg burden; they do not have
enough skilled staff to handle tax compliance issaled often have to incur ‘extra’

tax costs as a result. SMEs are also often unaefaitee tax incentives and services
available to them. In addition, they noted thatngjes in tax policies sometimes result
in an even more complex tax system. It was fourtdttat SMEs (and probably other
taxpayers as well) would prefer simple cuts in tates and penalties rather than
elaborate tax incentive schemes which require stipated systems and skilled staff

and often result in increasing compliance costserathan provide real tax relief.

2.4.6 Management Skills

According to Fjeldstad, Kilstad, Nygaard (2006) anstudy on bribes, taxes and
regulations as business constraints for SMEs irzdaia, the education attainment of
SMEs could determine the type of business thatraergrise was in. In the survey

established that more than 50% of the responddosgsreed that the education level
of the owners of the SMEs was a major constrairthéoperformance of the SMEs.

For example, it was observed that import and ex@gtlations matters were easier to
owners of SMEs with higher education than thosé wiimary and secondary levels
of education.Siringoringo et al. (2009) observeat tihe success of the SMEs export
marketing activities depended on the attitudes @matracteristics of the managers.
Export marketing knowledge would be attributed tdasge extent to the lack of

trained and experienced human resource.

According to Clarke (2005) observed that humantehpf management might affect
whether enterprises are able to deal in interaletreffectively or not. For example,
managers with university degrees might be morelylike have contacts abroad,
especially if they obtained their degrees outsliErthome countries, or might be
more willing to overcome bureaucratic barriers tapating. According to

Abdelrahim & Alasadi (2007) in a study on critiGahalysis and modeling of small

business performance in Syria through regressi@hcanrelation analysis revealed
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that there was a positive relationship between rttamager’s training and SMEs
performance. This implied that successful enteggriended to be managed by trained
owner/managers indicating that managerial traingdgyed an important role in
increasing the chance of success in small bussezder.

Education and skills are needed to small and meeint@rprises. Research shows that
majority of the lot carrying out SMEs in Kenya werat quite well equipped in terms
of education and skills. Study suggests that thvaile more education and training
were more likely to be successful in the small edalisiness sector (King and
McGrath 2002). As such, for small businesses tavelbin Kenya, people need to be

well informed in terms of skills and management.

2.5 Empirical Studies

Felix (2010) on a study of factors affecting thefgenance of small and Medium
Scale Poultry Farming Enterprises in Karuri, Keeyaminedthat small and medium
poultry enterprises interact with the business remvnent, which affect their growth and
profitability and hence, overall performance as arganization. Some of the
environmental factors impacting on the performancke these enterprises are:
entrepreneurial training and experience, accessrddit facilities, national policy and
regulatory environment, technological change, cgunbfrastructure and markets
information and that there are various factors caiffigg the performance of small and
medium scale poultry farming enterprises in Kenyehsas market, technology, capital

access entrepreneurial and social networking.

Donglin (2009) on a study of measuring performancanall and medium enterprises
in ICT Industries In the new economy, small and imedsized enterprises (SMES)
play a critical role.For example, in Australia, SMEepresent 97 percent of all private
sector businesses and provide 49 percent of alaferisector employment (ABS
2002). Among SMEs,the fastest growth in the lagess® decades has occurred in the
information and communication technology (ICT) isthes.

Larsen and Lewis (2007) noted that the majorityfadlures in SMEs performance
were due to multiple factors such as under cap#atbn, short-term liquidity
problems, insufficient working capital insufficiestart-up capital, and poor financial

management. Based on Foley and Green (1995) résedeveloping overseas
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markets is particularly difficult for SMEs with timelimited financial and human
resources. One option is to employ overseas agentepresent the company.
However, according to Larsen and Lewis (2007), tggeften work for a number of
businesses in the same sector and may not be teatit@ sell any particular SME’s

products in preference to those of another.

Research involving marketing techniques (Keh e2&l07), noted that information on
customers and competitors has significant effectmamketing decision-making and
that there is a need to continuously gather inftionaon customer needs and
competitor capabilities in order to deliver consmty high quality products and
services as well as to create superior customeevalfter acquiring information, it is
crucial that SMEs use the information to their adaege. Unless the collected

information is used, it does not provide any taleglienefit.

2.6 Summary of Reviewed Literature

An important involvement of the external impactsofiall and medium enterprises is
the fact that their contribution in the developmismot limited to the sector of SMEs
of the economy, but more than that, it is extenaedmpact on the enterprises not in
this sector, with significant influences. The ralesmall and medium enterprises is
worldwide acknowledged for their unique contribatiim the economic development.
Both the developed countries and the ones in cafrsievelopment realise that the
SMEs and the entrepreneurs play a vital role in ititustrial development of a
country. So there is no surprise that the politstedtegists have often thought that the
SMEs can become the “seed” of economic revivals Ihecessary that while the
observance of thresholds regarding the average euaofilemployees is compulsory, a
SME can choose between observing either the thigesbgarding the turnover in a
year or the one regarding the total assets. btisacessary to satisfy both criteria and

one of them can e exceeded without losing the s@tGSME.

20



CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction
This chapter presents the research design usedigbiop of study, sampling, data

collection and analysis.

3.2 Research Design

A cross sectional descriptive survey was adoptethinying out the study. It is used
when the purpose of the study is descriptive, iguadnducted to estimate the
prevalence of the outcome of interest for a gipepulation, this will be to determine
factors affecting performance of importing and exipg Small and Medium Scale
Enterprises in Mombasa County. The study was arigéise as its focus was on

finding out what, when and how much of phenomena.

The relevance of the cross sectional study, itwal@a researcher to compare many
different variables at the same time. The technigsed is practical and can yield
more comprehensive information; the survey makessipte the use of much larger
and much more varied populations than would beiblestr the same expenditure if

one were making a complete enumeration.

3.3 Population of the Study

The population of the study comprised all Smalllescanterprises in Kenya as
approved by the Kenya Chamber of Commerce (2018).Tdrget population
comprised 50 small and Medium Enterprises in Moral&2sunty (Appendix 2).

3.4 Sampling Technique and Sample Size

The sample size of the study was (50) respondertie. researcher used non
probability sampling techniques (mainly purposiangling) to select respondents
for administration of questionnaires (Kothari 200Fhis is supported by Sekaran
(2003), who points out that purposive sampling méghe allows the researcher to
select respondents he believes has informatioelipresolve the field problem being
studied.
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Simple random sampling was used in collecting daten the SMEs whereby
respondents were randomly picked. There are twestyf simple random sampling:
probability and the non-probability sampling metho®f the two sampling methods
mentioned, this study adopted the later (i.e. theprobability sampling method), the
reason for this choice being the limitation in n@®®s available to conduct this

research as the probability sampling method.

3.5 Data Collection

The main type of data used in the research wasapyihata which was collected by
use of questionnaires. The questionnaires contaiockded questions. The
guestionnaire was divided into three parts: par, omhich gathered general and
demographic data of the respondents while part ¢aatained measures of SME

performance and part three factors influencinggreréince of the firms.

Target respondents were the owners of managemeé&Mas in the study population
whom are familiar with the aspect of performancengborting and exporting small

and medium scale Enterprises in Mombasa County.

3.6 Data Analysis

After data collection, the questionnaires wereeztldnd coded for completeness and
accuracy to avoid errors. Descriptive statisticdgmf analysis that was used include
Tables, Frequencies, Mean and Standard Deviattonspresent the response rate

and information on the variables under study.

22



CHAPTER FOUR
DATA ANALYSIS, FINDINGS AND DISCUSSION

4.1 Introduction
This chapter presents the analysis of data findiogsthe factors affecting the
performance of importing and exporting small anddime scale enterprises in

Mombasa County.

4.2 Response Rate

The data collected was quantitative. Data was cilte regarding position of
respondent in the organisation, gender and agespbndent, level of education, type
of industry the SME operates in and number of eygss. This data was important
because all the subsets of demographic data reflemt the views and opinions of
export and import of SMEs performance. The respotsdeere a target of 50 SMEs.
Out of the (50), (32) responded to the questiomsaifhis was a response rate of 64%
which was a good representative of the populaBiographical data was collected to

establish the aspect of SME Performance. This wasijgulated in the table below:

4.2.1 Small Medium Enterprises Position
The study sought to find out the SME managemer |&he findings are as outlined

in Table 4.2.

TABLE 4.2: Small Medium Position

Frequency Percent Cumulative
Percent
Business Owner 4 12.5 12.5
Top Management 20 62.5 75.0
Middle Management 8 25 100
Total 32 100

Source: Primary Data
In Table 4.1, the respondents interviewed werenassi owners, top managers and

middle level managers in forms and were able te gdquired information with ease.
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4.2.2 Gender of Respondent
The respondents were requested to indicate thedegeacross all ranks and it was

observed that both the female and male respondaentecated in Table 4.3.

Table 4.3: Gender of Respondent

Frequency | Percent Cumulative
Percent
Male 10 31.3 31.3
Female 22 68.8 100
Total 32 100

Source: Primary Data

The results in Table 4.3 shows that female popaatvas represented by 68.8%
while male constituted of 31.3% of the entire rexpnts that returned their
guestionnaires’. According to this data the redsardelt that both genders represent
a trending scenario of gender involvement in Expod Import business in Mombasa
County. The main reason attributed to the highenlmer of women involvement in
SMEs in either Export or Import is due to the tregadcredit access programs availed

by the government for women compared to men.

4.2.3 Age of Respondent

The respondents were asked to state their agenarrdgults are indicated in Table
4.4.

Table 4.4: Age of Respondent

Frequency Percent Cumulative
Percent
21 - 30 Years 4 125 12.5
32 -40 Years 8 15.0 37.5
41 — 59 Years 14 43.8 81.3
Above 60 Years | 6 18.8 100
Total 32 100

Source: Primary Data

The results in Table 4.4 revealed that majoritythed respondents were in the age
between 41-50 with a rate of 43.8% .These wereviet by those in the age between
31-40 years with a rate of 25%. Those above 60syead a rate of 18.8%. Finally the

24



age with least rate of response was between 28 with 12.5% this implies that

the management and staff in the firms are youngelgpregneurs in the industry.

4.2 .4 Level of Education

The respondents were requested to give a briefgoackd of their education level in
the study. The respondent results are containédlote 4.5.

Table 4.5 Level of Education

Frequency Percent Cumulative
Percent
Diploma 8 25.0 25.0
Undergraduate 16 50.0 75.0
Postgraduate 6 18.8 93.8
PHD holders 2 6.3 100
Total 32 100

Source: Primary Data

In Table 4.5, the results indicate respondents aalbication qualification of Diploma
level were 8 with a percentage of 25%. The Undelggste made up the highest with
16 respondents which represented 50%. Postgradwedes represented by 6
respondents and constituted of 18.8%. The leasthefrespondents were PHD
gualification which were 2 and had 6.3F0om these results it can be inferred that the
bulk of respondents had undergraduate qualificatml the post graduate and
diploma were fairly represented therefore all resjgmts were better placed to give

the required information.
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4.2.5 Age of Organisation
The respondents were requested to give a randgeenfage group in the study. The

respondent results are contained in Table 4.6.

Table 4.6: Age of Organisation

Frequency Percent Cumulative
Percent
1-3 Years 18 56.3 56.3
4 -5 Years 10 31.3 87.5
More than 5 years 4 12.5 100
Total 32 100

Source: Primary Data

The results indicated in Table 4.6 show that ouhef32 respondents 18 have been in
existence betweenl-3 years and this constitutedeaof 56.3 %. This was followed
by 10 of the respondents firms that had been istexi for between 4-5 yeas with a
rate of 31.3 %. Those that had been in existentdeeiimport and Export business for
more than 5 years were only two. Therefore thislimspghe maturity rate of SMEs in
the industry. Those that had existence for less ttimee years constituted the
majority. This indicated the rate of entrance ari ef new players in the industry
due to their performance. The least representaifotine categories was those that
have been in existence for the past 5 years. These only 4 out of the 32
respondents. These represented SMEs that had editvie Growth stage and become
established. However period of existence in theidtry was not a clear cut indicator
of good performance since new and upcoming SMEsalgquproved high

performance in the other Performance indicatorofact
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4.2.6 Small Medium Enterprise Industry
The study sought to find out the category the SilEunder, the results are as shown

in Table 4.7.

Table 4.7: Small Medium Enterprise Industry

Frequency Percent Cumulative
Percent
Manufacturing 10 31.3 31.3
Service 14 43.8 75.0
Production 8 25.0 100
Total 32 100

Source: Primary Data

According to the results shown in Table 4.7 abonajority of the respondents firms
were from the Service industry with a representatd 14 firms that gave a rate of
43.8%. This was followed by 10 SMEs in manufactynindustry which gave a rate
of 31.3%. The least of the respondents were 8 Siifs the production industry

with 25%. This indicated that most of the SMEs weoen the Service sector.

4.2.7 Type of Employee
The study sought to determine the type of empl@ysgmged in the job. The study

found the following findings as shown in the Ta#l8.

Table 4.8: Type of Employee

Frequency Percent Cumulative
Percent
Permanent 20 62.5 62.5
Casual 12 37.5 100
Total 32 100

Source: Primary Data
According to Table 4.7 above out of the 32 respatsl20 were permanently
employed. Those in permanent employment constit628%. The other category

was those in casual employment. They gave a rad&.6£6. This categorisation was
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important to reflect the impact of labour force ®Es in the market. The study

established that majority of employees were permiynemployed.

4.3 Measure of Small Medium Enterprise Performance

The researcher sought to determine how the resptsdeeasure the performance of
the Business. Different variables were used ancewsatisfaction of SME Annual
Revenue, Business Growth, Market Share in the inguwd adequacy of firm’'s
resources. Business performance can be measurggl different yardsticks. Market
share represent the amount customer base thatr¢famization has been able to

satisfy for generation of revenue.

Table 4.9: Measure of SME Performance

Mean Standard Deviation
Annual Revenue 2.25 1.27
Business growth 1.81 0.931
Market Share 2.22 1.362
Adequate Firm resources 2.13 1.338

Source: Primary Data

According to the Table 4.9 above, in the organietithe small medium enterprises
key factor that influence performance is the anmexanue of the firm with a mean of
2.25 hence the key successful businesses in theetf@ave to report an increase in
profits yearly to indicate the growth of the firiarket share at mean 2.22 is the
second attribute, this is an important indicatat tieflects the SME level of growth in
customer base, the third attribute is adequate f@sources at mean 2.13 most of the
firms have resources that affect their performancierms of import and export and
lastly business growth 1.81 this is attributed lie growth of the firm in terms of

opening up branches in the market.
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4.4 Factors Influencing Performance of the firms

The study sought to establish the factors influegpcperformance of SMEs in
Mombasa County using the following measurements \ery adequately

2=adequately 3= Neutral 4 =inadequately 5=very éqaadtely as indicated in Table
4.4.1 below. The factors were divided into six miaictors: Finance, Technology, tax,
legal framework, marketing information and manageins&ill

Table 4.10 Factors Influencing Performance of the ifms

Statement Mean Standard
Deviation
Access to credit 1.44 0.504
Adequate finance for Effective operation 1.50 0.803
Often engaged in Ecommerce 1.44 0.504
Technologically Equipped 1.31 0.471
Tax Costs Effect on SME 1.69 0.471
Government Review on Tax System 1.38 0.492
Policy and Legal Framework Effects 2.34 0.428
Effect of Market information on SME1.97 0.897
Performance
Access to Market Information 2.34 1.428
Effect of management Skill on performance 1.38 P.49
Level of Training 1.81 0.965
Effect on increase on Level of education 1.61 0.751

Source: Primary Data

In Table 4.10 results indicate that most of th@oeslents, agreed that the policy and
legal framework of Kenya affected performance vatmean of 2.34. The same rate
of response was found for access to Market infaomaf his factor was followed by
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level of training with a mean of 1.81. There wdrede that agreed that increase to the
level of education would affect the performanceSMEs. This was an important
element because the study focused on a level diy dtetween Diploma and PHD
holders of the business owner, top management ddlenievel management of the
respondent firms. Some of the respondents alseddtat the Kenya Tax cost was
burdensome and required review. These responsesa hmdan of 1.69 and 1.38
respectively. The other factor of importance todf@@nance was adequate finance and
Access to credit with a mean of 1.50 and 1.33. l@atengagement in ecommerce
also had a mean of 1.44. Finally the response Hhdt the lowest response was
technologically equipped with a mean of 1.31. oa $tandard deviation since they
are more concentrated on the mean it is in thicatdn that they are smaller to the
mean meaning the factors are key in affecting tedopmance of the Small and

Medium Enterprises.

4.5 Trends in Performance of SMEs
The study sought to find out trend in performanéghe firms from 2010- 2014.

Findings are as outlined in Table 4.11.

Table 4.11 Trends in Performance

Mean Standard Deviation
Annual growth 4.06 1.343
Market Share 4.00 1.24
Annual Sale 4.56 0.801

Source: Primary Data

In table 4.11 the results reveal, the factors #figcthe trends in performance of
SME’s in the industry are in order of annual sals64annual growth 4.06 and lastly

market share 4.
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4.6 Discussion

In the small and medium Enterprises in Kenya tomagars are the key decision
makers in the organization since they understared abpect of importing and
exporting to performance of the firms and theyrareby female, while the major age
bracket is between 41- 59 years. In terms of etutdhe managers have at least a
Bachelors degree as compared to postgraduate ande®il and are on a permanent
contract base. Most of the organizations have beeperation for more than five
years and fall in the service industry. The fouy kactors that measure performance
in the organization are in order of annual reveBi&b, market share mean at 2.22,

adequate firm resources 2.13 and business gro@1h 1.

Small and Medium Enterprises key factor that inilcee performance is the annual
revenue with, hence the key successful businessdsei market have to report an
increase in profits yearly to indicate the growfhttee firm, Market share, this is an
important indicator that reflects the SME levelgobwth in customer base, adequate
firm resources most of the firms have resourcesdfiact their performance in terms
of import, export and business growth this is bittred to the growth of the firm in

terms of opening up branches in the market.

SMEs have been identified the world over as thppsitg stones for industrialization.

Robust economies like the United States of Ameaicd the United Kingdom trace

their development from growth and development @irtlsMEs. Studies by Hatega
(2007), Kauffmann (2005) attest that SMEs coverartban 95% of all firms in Sub-

saharan Africa and their importance cannot be cWenated. Small and Medium

Scale Enterprises are mostly found in the servemtos of various economies which
in most countries account for two -thirds of empi@nt levels. Therefore there has
been a growing concern and interest by the govenhared development agencies for
the improved performance and growth of the smallrmedium enterprises.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter summarizes the research findings dsw @resents conclusions and
recommendations of the study. The conclusions eard from the findings of the

study which sought to find out the factors affegtiperformance of Importing and

Exporting SMEs in Mombasa County. Data was coldieough questionnaires

which were dropped to the respondents and picked. [Rhe data was sorted, coded

and analysed.

5.1 Summary of the Findings

The study found out that there are various fadtoas affect Performance of SMESs in
Mombasa. Those interviewed were from job categofybosiness owner, top
management and middle level management. It was rimmoto establish three
important issues: demographical information of trespondents where 10 of
respondents were male and 22 were female trarglatn 31.3% and 68.8%
respectively. Out of the 32 respondents 25% wegkoatia, under graduate were 50%,
post graduates 18.8% and PHD holders, 6.3%. Tressdts reveal that Majority of
the respondents were therefore under graduate. [&hel minority of the category
constituted the PHD qualification which was onlyo@t of the total. This inferred
therefore that most of the respondents were undelugte education level and a few
of them PHD holders.

The study was conducted along Manufacturing, seraied production industry. It
was confirmed that majority SMEs in the county weesvice oriented with a rate
43.8% On additional, most of these SME firms hadleyed their employees on
permanent basis. The rate of 62.5% confirmed tHiswever, the age of most
respondents confirmed that most business owngeanemagement and middle level
management were in the age between 41-59 witheafréB.8%. This is because most
people enter into business at a later age in liferwthey have acquired stable

financial and social status.
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Majority of the respondents confirmed that SMEs laad increase rate of their
Growth, market share and sales volume. Howeveritgepis growth in SMEs recent
studies like that of Bowen and Makarius (2009) shtlmat over 50% SMEs continue
to have a deteriorating performance with 3 in edeeBMEs falling within the months
of establishment. This was established in the peoiexistence of the respondents
firms since start of business. Most of the firms l@en in existence for less than 3
years at a rate of 56.3%. Those that had beenisteexe for over 6 years were only 4
out of the total with 12.5%.

Import and Export Small and Medium Enterprises (SM& Mombasa County have
been creditably playing a vital and vibrant role timee economic growth and
development of the County. This has been confirtmethe level of employment and
GDP contribution. Currently, Kenyan SMEs resporesikfior about 80% of
employment and contributes about 40% of the GDPR. sthidy confirms a majority of
permanently employed respondent at a rate of 62&%pared to casual employment
at a rate of 37.5%. However with the good perforceaalso comes the challenging
factor affecting SME performance. These includeuass of policy and legal
framework and access to Market information. Thisagion has been of great concern
to the Government, citizenry, operators, practérsnand the organized private sector

groups.

5.2 Conclusion

On the literature of the responses of the studys itrue of the way to increase
productivity of the SMEs was to improve on the Goweent taxation, policy and
legal framework both at the county and nationakleWajority of the respondents
agreed that time and paper work required complwiitly importation and exportation
was cumbersome and bureaucratic. The other fadteamportance was access to
market information. This inferred that many firmacked knowledge of foreign

markets which affected their competitiveness.

5.3 Recommendations

The government should evaluate and modify thastestem. Often, the governments
at various levels through budgetary allocationdics and pronouncements have
signified interest and acknowledgement of the @lumle of the SME sub-sector of

the economy and hence made policies for energitiagsame. While on the factors
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affecting the performance of the firms should beped and maintained as they are
the key factors affecting the performance of then$i. The institutional theory can
strongly influence the development of formal stawes in an organization more
profoundly than market pressures hence the firmsuldh efficiently adopt and
legitimize in the environment. Technology adoptisnan advantage as innovation
reduces imitation making firms to realize highevwth rates.The SMEs should strive
at ensuring the factors affecting the performantehe firms are implemented
effectively and any challenge that will make then not to perform to be mitigated

especially the fact that there are other intermatiplayers in the industry.

5.4 Limitations of the Study

The study was only carried out at Mombasa Countgragmmany other counties in
Kenya.. The findings of the study may not therefdre® adequate enough for
generalization, especially taking into account t8MEs performance is responsible
for about 80% of employment and contributes ab& 4f the GDP.

5.5 Suggestions for Further Research

Since this study was carried out in on the factdfscting performance of importing
and exporting in small and Medium Enterprises iwwth be carried also on large
enterprises in the country to determine the difieezin the factors affecting the

performance of the firms.
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APPENDICES

APPENDIX I: QUESTIONNAIRE

SECTION A: GENERAL INFORMATION
1. Please indicate your position in the SME

Business Owner...................... [ ]
Top Management.................... [ ]
Middle Management................. [ ]
2. Gender?

a)Male [ ]

b) Female [ ]
3. Age?

a)21-30 [ ]
b) 31 - 40 [ ]
c)41-50 [ ]
d) 51 -60 [ ]
e) Above 60 [ ]
4. Level of education?
a) Diploma [ ]
b) Undergraduate [ ]
c) Postgraduate [ ]
d) PHD holder [ ]
5. Age of organization?
a) Lessthanlyear [ |
b) 1-3 years [ ]
c)4-5years [ ]
d) More than five years [ |
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6. In which of the following industries is Your SNME
a) Wholesale [ ]
b) Manufacturing [ ]
c) Service [ ]

d) Production (Agriculture, Mining, ExtractionisRing) [ ]

7. Type of employees in the SME

i. Permanent

ii.Casual

SECTION B: PERFORMANCE OF SME’S

1. Does the annual revenue earned reflect your congpaeyformance?
Strongly agree [ ] Agree[ ] Neutral[ ] Rgree [ ] strongly disagree [ ]
2. To what extent has your business grown since yartest?

Very high extent [ ] High extent[ ] Low extgh ] Very low extent [ ]
Notatall [ ]
3. Do you think that your enterprise market shardaihdustry reflects
performance of the firm?
1= Very adequately 2=adequately 3= Neutrainadequately 5=very
inadequately
4. Do you think that the firm’s resources are adegeatmugh to be competitive
in the market?
1= Very adequately 2=adequately 3= Neutral 4 =iqadeely 5=very

inadequately
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SECTION C:Factors Influencing Performance of the fims

What is your view on the following factors affegithe performance of the organization?
1= Very adequately 2=adequately 3= Neutral 4 =iqadtely 5=very inadequately

Statements 1 2 31|14 5

Finance

Are you satisfied with the level of access to dresijoyed by your

firm?

174

According to you, does your business have adediratece to enable

it operate effectively in the market place?

Technology

How technologically equipped is your SME

How often does your enterprise engage in e-commerce

Are you satisfied with the level of access to drdaly your firm

Tax

According to you, to what extent does tax costsdfthe performance

of your enterprise?

In your own opinion, do you think its likely thdte Kenyan tax system
leads to tax burden to Kenyans compared to othantdes involved in

international trade ?

| think that the government should review the tgstam to make it

favourable for SMEs involved in international trade

Legal framework

According to you, to what extent do you think pgland legal

framework affects the performance of your enteg#is

According to you, how satisfactory is the policyddgramework

governing SMEs trade in international trade?
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According to you, how satisfactory is the polic\ddramework

governing SMEs trade in international trade?

Marketing information

According to you, to what extent do you think marikéormation

affects the performance of your SME?

According to you, how easily are you able to aceeasket

information necessarily for international trade?

Does lack of knowledge to locate foreign opporiesiand promising

markets affects SME performance?

Management skills

According to you, to what extent do you think tlyaur manageria

skills affect your enterprise performance in thieinational trade?

Do you think you are adequately trained to handlaryenterprises

affairs?

Do you think increasing your level of education Vebunfluences your

capacity to make decisions and manage your busaffesgively?

42




5. SECTION D: Trends in Performance of the firm 2009 -2014
Kindly tick in the table below, how the trends bétfollowing performance indicators

has influenced your firm from 2010 to 2013
1: Highly decreased 2: Slightly decreased
3: No increase

4: Slight increase 5: Highly increased
Statements 1123|4)|5
Annual growth
Market Share

Annual sales

Thank you for your time and co-operation

APPENDIX II: LIST OF FIRMS
1. Vehicle and Equipment Leasing Limited
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N

. Shade Systems E.A Ltd

3. North Star Cooling Systems Ltd
4. Lean Energy Solutions Ltd

5 .Pharmaken Limited

6. Synermedica (Kenya) Limited
7. Novel Technologies Ea Ltd

8. Aslan Adventure

9. Mega Pack K Ltd

10. East African Canvas Co Ltd
11. Pewin Cabs

12. Btb Insurance

13. Bluekey Software Solutions (K) Ltd
14. Ark Construction Digital City Ltd
15.Vivek Investments Ltd
16.Woodbridge Group Ltd

17. Onfon Media Ltd

18. Lanor Holdings Limited

19. Asl Credit

20. Spry Engineering Co. Ltd

21. Pwani Cellular Services Ltd
22.Pinnacle K Travel & Safaris
23.Powerpoint Systems Ea Ltd
24. Specicom Technologies Ltd
25. Allwin Packaging Intl Ltd

26. Africa Practice Ea Ltd

27. Cube Movers Limited

28.Machines Technologies (2006) Ltd
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29. Charleston Travel Limited
30. Africa Biosystems Limited
31.Impax Business Solutions

32. Elite Tools Ltd
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