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ABSTRACT
The general objective of the study was to assess the contribution of the top executive on
the performance of SME’s. The study was guided by the following specific objectives, to
identify management practices that impede the performance of SME’s, to identify the
management practices that drive the performance of SME’s and to assess strategic
elements that determine the performance of SME’s.
The target population for this study was 5311 SME’s located in Machakos County in
Kenya. The population included members of the management team and employees of the
companies. Stratified Sampling method was used to select a sample from the statistical
population. The sample size was 372. The data collection method that used was
questionnaire. SPSS software was used to analyze the data. The researcher used
descriptive methods such as mean, standard deviation, percentages, tables and frequency
distributions to analyze data
The findings on management practices that impede the performance of SME’s revealed
that respondents could not reach an agreement on the organization is currently serving
loans for this business, employees have the skills required for this business, the business
is mostly suitable for the local market and employees participate in trainings to improve
their skills appropriately towards the expansion of this business. However, respondents
disagreed on organization has invested in technology and internet, organization does a
research on their competitors, organization seeks finance in bank loans and government
loans to expand the business.
The findings based on determine the management practices that propel the performance
of SME’s revealed that respondents could not reach an agreement on companies that
engage in research have more success in business, engaging in international business
enhances growth of an SME, collaboration with an international company could
significantly increase success of an SME, the organization take time before responding to
changing customer needs which sometimes weigh heavily on the business, competitors
who often introduce new exciting products have a better market presence than their
competitors, the organization has sufficient customer support system to keep our clients
engaged and meet our customers’ needs, lack of adequate customer relationship
department has on some occasions made us lose clients, SME owners with experience
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from overseas tend to run more successful enterprises and groups of companies have an
advantage in local market.
The findings based on to explore strategic factors that determine the performance of
SME’s. Findings showed that respondents could not reach an agreement on there is
competence in project management and implementation, high standards of customer
service, technical skills matching the demand of specific functions in the work place,
flexibility in embracing change, a clear organizational structure reflecting clear functions
and responsibilities of each individual, creating an environment where employees are
allowed to find solutions to problems during difficult situations, engaging in tailor made
training that suits the business, employee empowerment, training and talent nurturing, an
attractive reward system for human resource, and access to customized financial products.
In conclusion, employees do not have the required skills, SME’s have not invented the
use of technology to operate their business, SME’s do not seeks finance in bank loans and
government loans to expand the business, are not serving markets outside the county.
SME’s also lack sustaining good customer relations and also do not participate in
research and development. There is lack of clear organization structure that states clearly
employees function and responsibilities and enable employees embrace change easily and
know their goals.
The study recommends that SME’s should invest in technology. develop good customer
relations strategy that will enable them respond quickly to customers tastes and
preference thus, create customer loyalty and attract new customer, develop an
organizational structure and ensure that employees have technical knowledge and skills
that they can use to perform their duties.
This study focused on contribution of the executive on the performance of SME’s.
However, the study was not exhaustive therefore; another research should be done in
another organization to determine other contribution of the executive on the performance
of SME’s.
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CHAPTER ONE
1.0

INTRODUCTION

1.1

Background of the Study

There is a universal consensus that the growth and performance of small and medium
enterprises (SME’s) is vital for both economic and social development of a nation. From
the economic perspective, small and medium enterprises provide a number of benefits
that contribute to the accelerated and sustained growth of economies and more especially
those of developing nations (Qureshi & Herani, 2011). Small and Medium enterprise
(SME’s) have been recognized as the engines that drive growth in small economies a
significant source of employment and income generating platform for many developing
countries. These enterprises have an advantage over large-scale businesses due to their
ability to adapt easily to shifting market conditions, making them a strategic investment
for a country. Their flexible nature makes them withstand adverse economic challenges
(Blackburn, 2016).

SMEs being more labor intensive in comparison to larger firms incur lower capital costs
when creating job opportunities (Qureshi & Herani, 2011). These firms play a critical role
in ensuring income stability, growth and employment. SMEs also possess the ability to
succeed in various localities from major cities to sprouting urban centers, communities
and rural areas, encouraging wide spread economic activity hence providing a solution to
the challenge of excessive population in cities and uneven development (Blackburn,
2016). Due to their regional dispersion and their labor intensity, it is argued, small-scale
production units can promote a more equitable distribution of income than large firms.
SME’s improve efficiency of domestic markets and ensure productive use of scarce
resources, hence facilitating long-term economic growth (Abor, & Quartey, 2010). SMEs
hence stimulate growth, generate employment, lower poverty and boast economic growth
in both developed and developing economies.
Pandya (2012) states that the contribution of SME’s to developed economies is central to
increasing the GDP and in creating employment opportunities. Japan and the United
States (US) of America are some of the developed economies that boast much of their
success and steady growth on a strong SME sector. SME’s in the US are often referred to
as foundation enterprises following their nature of being the industrial base of the

country. The US SME’s first Commission’s report in 2010 said that SME’s account for
over 99% of businesses in the US (Pandya, 2012). A similar scenario presents itself in the
economy of Japan in which 99% of businesses are SME’s which not only employ a
majority of the population but also account for a larger percentage of the GDP than the
multinational enterprises (Economist Intelligence Unit, 2010). Developing countries like
India and Indonesia also credit much of their growth as an economy to the SME sector
having been largely driven by the manufacturing and export sectors. The SME sector
counts for 45 per cent of the manufacturing output and 40 percent of the total exports and
employs close to 42 million people (Ghatak, (n.d.). According to Padmadinata (2007),
SMEs in Indonesia employ about 79 million people and contribute to 19.4% of the
country’s export market. The contribution of SME’s to the Indonesian economy is nearly
99.985 %.

SMEs represent over 90% of private business and contribute to more than 50% of
employment and of GDP in most African countries. Development, and the constraints to
SME development in developing countries with particular reference to Ghana and South
Africa. SMEs in Ghana have been noted to provide about 85% of manufacturing
employment of Ghana. They are also believed to contribute about 70% to Ghana’s GDP
and account for about 92% of businesses in Ghana. In the Republic of South Africa, it is
estimated that 91% of the formal business entities are SMEs (Fening, 2012). They also
contribute between 52 to 57% to GDP and provide about 61% to employment.
Notwithstanding the recognition of the important roles SMEs play in these countries, their
development is largely constrained by a number of factors, such as lack of access to
appropriate technology; limited access to international markets, the existence of laws,
regulations and rules that impede the development of the sector; weak institutional
capacity, lack of management skills and training, and most importantly finance. SMEs are
also believed to contribute about 70% to Ghana’s GDP and account for about 92% of
businesses in Ghana. Similarly, in the Republic of South Africa, it is estimated that 91%
of the formal business entities are Small, Medium and Micro Enterprises (Fening, 2012).

Moving to developing countries in East Africa the government of Tanzania has been
Keen on monitoring developments in the SME sector owing to the significant
contribution it gives in providing a solution to the challenge of unemployment in the
country. With 700,000 job seekers rolled out into the labor market each year, only 40,000
2

new jobs are created annually. Tanzania indicate that more than 90% of properties and
business activities in the country (Kira & He, 2012) A similar scenario is replicated in
Kenya, where the informal sector accounts for 34.3% of the economy and employees
77% of the labor force in comparison to other sectors of the economy SME’s have been
growing at a high of 13.8% in 1993 increasing to 18% growth rate by 1999. By 2012, the
growth was estimated to be above 25% (Economic Survey, 2012).

Generally, the SME sector of the economy is very important to any economy developed
or developing. The growth and survival of Small and Medium Businesses is hence very
critical to a nation. This growth is however frequently challenged by limited resources,
low expertise, operational challenges, and a leadership and management gap who play a
critical role in the growth of an enterprise (Kinyua, 2014). Performance and quality of
growth includes the composition of growth, the spread of growth, its distribution and the
degree of sustainability. It therefore becomes important to understand the various factors
that drive quality growth (Pandya, 2012).

Performance is a widely used concept which measures how well a mechanism or process
fulfills its purpose. As concerning the evaluation of an enterprise, its performance will be
measured based on how well the enterprise is managed, the value the organization
delivers to its stakeholders, including customers, shareholders and the community. Five
key areas are taken into consideration when assessing the performance of a business
including quality, speed of delivery, reliability, cost and flexibility. Considering all these
factors, performance becomes multi-dimensional such that it reflects stockholder interest
(Zairi, 2012). Before the 80’s financial data was considered the main factor that measured
the performance of businesses. Scholars however discovered that financial data, alone,
does not give a comprehensive view of the performance of a business since it could not
essentially predict the future of an enterprise. This led to scholars coming up with a more
balanced approach of evaluating performance (Zairi, 2012).
.
Performance measurement is comprised of various functions including checking the
position of a firm, communicating the position, confirming priorities and compelling
progress. Making it a for stage process. On examining the position one ought to be able to
establish the current status of a firm and monitor its progress against acceptable
benchmarks. The next step is to communicate the position of the firm in relation to
3

shareholders, clientele and employees based on reports (Austin, 2013). This step is
followed by confirming priorities through data to provide insight on the factors which are
important to a business, which allows room for exposure of shortfalls and enables
organizations identify its priorities. The final stage is to compel progress through
identifying measures that can help an organization focus on specific issues and encourage
people to search for ways to improve performance. Many SME’s ascribe to this format
which is mainly used through the quality management process (Ankrah, & Mensah,
2015). These points could be simplified into tracking progress against organizational
goals, identifying opportunities for improvement and Comparing performance against
internal standards.
With all the above measures in place, the possibility of the success of most SME’s is said
to be largely dictated by an entrepreneur. The Nature of an SME as being a small or
medium sized business entrepreneurs have nearly complete control over the business’s
affairs. International entrepreneurship research emphasizes that firms with strong
entrepreneurial orientations expand to international markets. Findings further indicate that
SME’s have high international performance when they possess great entrepreneurial
orientation (EO) (Brouthers, Nakos & Dimitratos, 2015). Tehseen, & Ramayah, (2015).
Argues that integration determines the influence of entrepreneurial competencies on the
success of a SMEs business. Entrepreneurs are hence expected to be competent enough to
manage their relations with, customers and suppliers in the value chain in order to get
competitive advantage. Only sustainable competitive advantage leads to the survival and
eventual success of a business. Entrepreneurial competencies hence become valuable and
intangible resources that spell the direction of a business (Tehseen, & Ramayah, 2015).

1.2

Statement of the Problem

In line with the above mentioned performance measures used for tracking the
performance of an SME’s, it is clear that the performance is dependent on both internal
and external factors which are typically mediated by people who include the entrepreneur
and management of a company. Abor & Quartey, (2010) highlight that SME’s are largely
driven by an entrepreneurial spirit. A lack of effective management through processes
impacts on an SME’s ability to grow and could lead to the ultimate failure of a business.
An entrepreneur’s core strengths and supply chain relations are the paramount factors that
determine the success of a business venture. They further emphasize the importance of an
4

entrepreneur putting in place management expertise in the organization to take charge of
the core focus of the business and drive the company's growth avenues. They note that a
lack of management will threaten the sustainability of the business. While SME’s are
opened every year only 80% make it through the first year of operation, 66% make it
through the 2nd year 50% manage the fifth year and only 30% make it to the 10th year no
matter the year USA Bureau of Labor Statistics. The Kenyan environment presents an
alarming situation where 400,000 SME’s fail every year without making it to the first
anniversary, 2.2 million SME’s have been closed in between 2011 and 2016 due to
operational challenges in costs, financing, management and a lack of innovation.

This study will look into the leadership and management gap that has led to the ill
performance of SME’s. It will assess the strategic factors affecting performance and
highlight the specific management practices that affect the growth or failure of these
SME’s. while previous studies have been done assessing factors influencing performance
in general like Kinyua (2014), Factors affecting the performance of Small and Medium
Enterprises in the Jua kali sector in Nakuru Town, Kenya, there are no studies evaluating
the specific practices of the executive and how they impacting on the sustainability
SME’s.

1.3

General Objective

An assessment of the contribution of the top executive to the performance of SME’S: a
case study of small and medium retail stores in Nairobi
1.4

Specific Objectives

1.4.1 To determine management practices that impede the performance of SME’s
1.4.2 To determine the management practices that propel the performance of SME’s
1.4.3 To explore strategic factors that determine the performance of SME’s

1.5 Significance of the Study.
1.5.1 Policy Makers
Due to the significance of SMEs to local economies, it is necessary to study and evaluate
their performance. Such study helps to design governmental and nongovernmental SME
support programs. Therefore, it is important that the performance evaluation methods
5

used can deliver a thorough understanding of SME efficiency Due to the significance of
SMEs to local economies, it is necessary to study and evaluate their performance
(Abouzeedan, 2011).. Such study helps to design governmental and nongovernmental
SME support programs. Therefore, it is important that the performance evaluation
methods used can deliver a thorough understanding of SME efficiency. This study will be
significant for enabling policy makers to analyze major factors contributing to the
performance of SME’s in order to put in place the right support structures to enable the
survival of this industry which is critical to the success of any economy especially in
developing countries (Abouzeedan, 2011)..

1.5.2 Development Agencies and Researchers
This study will also be resourceful in providing information for development agencies
and researchers who may use it in educating, equipping and training entrepreneurs and
executive management teams in companies to give room for the growth of this sector
(Durst, & Wilhelm, 2012).

1.5.3 Entrepreneurs and SME Managers
Entrepreneurs and SME managers will also benefit significantly from this study which
they can use as a tool to improve on their practices and make it possible for them to excel
in their small and medium business ventures (Wee, & Chua, 2013)..

1.6

Scope of the Study

The main purpose of this research was to assess the contribution of the top executive on
the performance of SME’S. It focused on the specific objectives; determine management
practices hindering the performance of SME’s, determine the management practices that
propel the performance of SME’s and the strategic factors that determine the performance
of SME’s. The study will comprise a case study of small and medium retail stores in
Machakos County. The respondents will include entrepreneurs and manages of SME’s.
The research study starts in May 2017 and ended in April 2018. The limited time frame
of conducting this study may limit the depth of the study. With few studies done on
management practices of SME’s, there may be limited scholarly literature on the subject.

6

1.7

Definition of Terms

1.7.1 Small and Medium Enterprises
The term “SME” incorporates a wide range of definitions. The definitions are however
based on guidelines surrounding headcount of personnel, sales or assets. For instance
Dalberg (2011), Egypt defines SMEs as having more than five personnel but less than
fifty employees. Whereas Vietnam on the other hand defines SMEs as having between 10
and 300 employees. The Inter-American Development Bank however defines SMEs as
having a maximum of 100 employees and less than $3 million revenue. Europe defines
SME’s as having manpower of under 250 employees. World Bank defines SMEs as
businesses with a maximum of 300 employees and $15 million annual revenue (Pandya,
2012)
1.7.2 Performance
Performance is defined as the extent to which proposed objectives are achieved while
paying attention to the internal and external factors influencing these prospects (Kinyua,
2014).

1.8

Chapter summary

This chapter presented the background information of the research problem, outlines the
problem statement, states the purpose of the study, gives the significance of the study and
lists the research questions for project. The next chapter covered literature review of
previous documented evidence the influence of the executive team on the performance of
SME’s. Chapter three analyzed research Methodology, it presented research design,
population and sampling design, data collection methods, research procedures and data
analysis methods used in the study. Chapter four analyzed of the data obtained in the field
while Chapter five summarizes and discusses the findings of the data and gives
recommendations on the findings.
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CHAPTER TWO
LITERATURE REVIEW
2.1

Introduction

This chapter covers literature review of the existing research literature on the influence of
a company’s executive team on the performance of an SME. It discusses in depth how
management practices hinder the performance of SME’s, how management practice
propel the performance of SME’s, and the strategic factors influencing the performance
of SME’s by exploring previous literature on related studies.
2.2

Determine Management Practices that Impede the Performance of SME’s

Previous models assessing the performance of SME’s have been relying on the business
ratio approach, which is criticized by scholars for being inadequate in that it focuses on
the financial performance of an organization (Klofsten 2010). Beyond traditional
accountancy reports other factors like technological input, firm size, and age, skill of
employees, employee turnover and management which contribute significantly to the
success of a firm (Abouzeedan, 2011). Conducting a more broad study on SMEs will
increase an understanding of their specific needs. Concerning growth and development.
Which will be resourceful to scientists, practitioners, and policy-makers in formulating
comprehensive support strategies for SMEs (Scarboroug, Norrman & Douglas, 2008).
Efficiency is said to have been achieved when a firm is able to optimize and maximize
output in line with the input investment at this point the firm is said to have performed.
Various factors may hinder the performance of an SME but the nature of the business as
being small has it course influenced mainly by the management of the company, these
section will discuss some of these factors (Abouzeedan, 2011).

2.2.1 Internal Operational Focus and Lack of External Orientation
According to United States international trade commission (2010), the size of a firm
affects its survival, smaller firms are less likely to survive compared to larger firms, for
the obvious fact that they operate on a smaller scale, may have shorter term priorities and
have little influence on their growth. A study carried out on firms in the US in 2006,
showed that nearly 600,000 firms went out of business in the United States that year. of
the failed businesses 96 percent had less than 20 employees with many under the category
of SME’s. The study established that large firms are likely to perform better than smaller
firms. The study included the aspect exports where larger firms were seen as more likely
8

to export compared small firms because firms they attracted bigger sales and resultant
higher revenues from by entering foreign markets. Exporting plants were observed to
have 1.9 times more revenue than none exporting plants. Similarly, SMEs that had
ventured into the export market were on average company was making 1.8 to 2.6 times
more than none exporting SME’s. In addition, SME’s that had larger teams of personnel
and had ventured into bigger markets were more likely to excel as opposed to smaller
SME’s focusing on the local market (United States international trade commission 2010).

Abouzeedan, (2011) notes that SME models need to incorporate different phases of the
SME’s from the start-up phase, stability and maturity phase, further growth phase, and
eventual decline and possible closure noting that having a clearly defined bigger picture
of the expansion of the company increases its chances of survival. Current SME models
are closed and neglect the impact of networking on the firm activities. It is critical to
incorporate the influence of a firm’s external environment when measuring the
performance of a firm. Exporters, regardless of the size of the firm, were seen to have
more skill were more capital-intensive, more productive, and paid better wages than none
exporting firms. Labor productivity of the SME’ Exporters was seen to be 12 to 24
percent higher than that of none exporters. Studies on SME’s in Europe confirmed similar
results. Internationally active firms had higher revenues relative to local SMEs for the
period 2005 and 2009 (Abouzeedan, 2011).

Exporting in itself potentially improved performance, since the need to serve additional
markets required consistent expansion on production and more efficiency. Selling to
several markets also requires a firm to diversify risks if these markets in order to perform
differently. Firms that stopped exporting often experienced declines in performance
(United States international trade commission 2010). Having an expansion strategy and
networking mechanisms in place, such as increasing the scope of operations venturing
into new markets enhances the performance of SME’s by impacting on their innovation
activities and affecting growth. (Abouzeedan, 2011).

2.2.2 Technology
In the early years of computing, senior management lacked technical knowledge and
much effort was required in training and changing attitudes. Technology has advanced
9

significantly and having personal computers and the Internet, has increased the uses of IT
for SMEs and larger companies alike. Barriers to widespread adoption however remain
the lack of technical knowledge and a resources constraints in time and finance to get the
right expertise remains a challenge to many SME executive (Scheepers, 2009).
The recent technology weave has given SME’s leverage in taking advantage of social
media for selling their businesses (Bulearca & Bulearca, 2010). Economist (2010) it was
noted that the potential of social media platforms such as Twitter have been instrumental
in promoting businesses growth. Despite its immense benefits many SME’s are still yet to
take up online networks to use to the advantage of their businesses. The key Causes of the
shortfall in technical skills and knowledge of IT are linked to the nature of many SME’s
operational style where employees are assigned several roles and have little chance to
specialize. The lack of technical expertise is often coupled up with a lack of managerial
expertise resulting in inefficient e-business initiatives that affect the growth of the
company negatively (Economist, 2010).

Harris, Patten, Regan, and Fjermestad (2012) assert that business mobility is quickly
gaining ground in the SME sector. Mobile technologies, like smartphones and connected
devices, are making this evolution possible. This wave has however created new security
concerns for SME’s and their employees. While security experts are studying these
increased security concerns to develop more secure practices and policies for the next
generation mobile technologies to reduce business risk SME’s are unable to pay for these
security systems and may also be unable to adopt them due to a lack of IT resources and
capabilities in their practices making it an SME dilemma where they are forced to invest
in the required security technology, or give up their mobile business to protect their
enterprises and customer data (Harris et al, 2012).

2.2.3 Performance Management Systems.
According to Harris, Patten, Regan and Fjermestad (2012), concerning performance
management systems SME’s have no clear structures in place to manage the performance
of their businesses. In today’s dynamic business environment, mobile capabilities are
being integrated in enterprise’s day to day functions to allow collaboration and efficiency
such that the management employees and clientele are able to handle communications on
the go and have access to the right information at the right time. These devices allow
10

management and their employees to spend less time on their desks and more time
interacting with clientel and vendors. Customers today expect immediate responses to
queries, which requires improved customer support services. As enterprises incorporate
business mobility in their business strategy to boost flexibility and productivity they are
forced to adjust to new policies of addressing people and processes, as well as deal with
new technological implications. When management fail to adopt to these new challenges
they may find themselves overwhelmed with a mish-mash of various employee-owned
mobile devices (referred to as bring your own devices, BYOD) and services. In this case,
the enterprise employees also probably lack systematic access to enterprise information,
which impedes their ability to collaborate with each other because of incompatible
services and technologies (Harris et al, 2012).

2.2.4 Human Resource
Richma (2015) states that human resource development investment and organizational
and business performance are directly linked. From the HRD perspective, it encompasses
activities that improve the performance of individuals and the organizations. The central
notion is that HRD may include training and development, organizational development
and career development. Training involves the learning and education activities designed
to improve the overall competence of an employee. Therefore at its most basic, HRD
increases workforce competence, skills development and quality, motivation,
commitment and development of the organization which many company executives and
manages are unable to incorporate due to resource constraints.
Siti and Arokiasamy (2009) propose that Studies of SMEs have witnessed a major
contribution to the developing economics. From the Human Resource development
(HRD) point of view, SMEs need to improve in order to be competitive in the market and
to continue their survival. Several dimensions of HRD initiations are investment in
human resource capabilities, change in both organizational and individual concern on
enhancing the core Competencies, organizational and individual learning, and
enhancement of human resource competencies. Girish and Sameer (2015) asserts that
HRD is essential for organizational strategy, external labor market strategies, and changes
in internal labor market needs and the value system within an organization. Generally
investment in employees enhances learning and performance and propels the growth of a
firm. Small firms are however facing difficulties in creating appropriate systems in the
11

organization due to financial constraints. If the SMEs can overcome this hurdles therefore
small firm also can be outperform
HRD strategies has linked training and development to organizational objectives and able
to respond to the changes in the environment and technology. Therefore, HRD is a
strategic tool that managers can use for ensuring the firms and long term survival. SMEs
are however worried about the costs, poor strategic planning and lack of managerial
support (Wan‐Jing &Tung, 2005). Management in small organizations however fail to see
the greater benefit in facilitating a learning and development of individuals in the firm.
And tend to see it as an expense that only improves the value of an individual who they
may not be able to keep in the company long enough to recover their costs. In today’s
organization learning and development go well beyond the individual who attended the
course and formal HRD investment is undermined by organization processes that prevent
learning. Arhan (2010) states that Managers in small organization have hence failed to
realize the importance for organizational learning. Learning is about developing the
organization or its individual, and therefore it is closely connected to the HRD processes
which are very important for the sake of the survival of the small firms. Competencies
and learning in organizations are ways to overcome some of the problems and HRD are
the solutions provider for the firms. Poor administrative skills in SME’s also cause high
employee turnover issues which affect the performance of a firm.

2.3

Management Practices that Propel the Performance of SME’s

2.3.1 International Business and Collaboration
A report by the U.S. International Trade Commission examining the domestic and global
operations of small and medium-sized enterprises in the US found that exporting SMEs
outperformed their none exporting SME counterparts by several measures. Exporting
SMEs reflected higher total revenues, faster total revenues, more consistent growth and
higher labor productivity compared to non-exporting SME’s. (United States international
trade commission 2010). The Trade Commission established that despite facing numerous
trade barriers and trading impediments, SMEs in the US that exported goods and services
reflected high productivity.
A management team with international experience is able to internationalize their
structures, products, and develop global marketing strategies such as internationalization
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of software product firms. A management team with an international experience has a
greater ability to develop foreign strategic partnerships and make faster and more sales in
the international scene. Internationalization attracts faster growth. The growth Agenda of
growth oriented managers is usually to venture beyond domestic markets. In an effort to
grow the economy, governments also support SME’s by encouraging exports (Reuber, &
Fischer, 2010).
Business networks are general entities, in which information is shared without any kind
of specific interactions or relationship. Groups of firms, for instance, represent the weaker
form of a business network where entrepreneurs build ties and inter-firm linkages for
supporting sharing cooperation and innovation. They are networks that bring
entrepreneurs together with an aim of sharing information and experiences for mutual
advantage. (Cisi, Devicienti, Manello & Vannoni, 2016). Networking has the ability of
sustaining the performance of a company while reducing overall transaction costs, (Lin
and Lin, 2016): it can also make it possible for firms to supply resources within flexible
arrangements and at a reduced cost while facilitating knowledge flow and technological
improvements that eventually propel the growth of a firm (Li et al., 2015), can facilitate
knowledge flows, stimulate product processes, innovations and stir technological
improvements (Schott & Jensen, 2016; Mazzola et al., 2016).

Watson (2011) Managers however have to be very watchful of the networks they invest
in since certain networks may be weak and unproductive. Only specific types of formal
networks linked to business consultants create significant effects on a firms’ survival and
growth by increasing their sales (Park et al.,2010), Abouzeedan (2011) emphasizes that
networking has a positive impact on a company’s innovation activities, enhancing them
by a the absorption of new technologies and exchanging resources and ideas through the
open innovation paradigm (Wincent and Westerberg 2005, Wincent et al. 2009,

Empirical evidence shows that firms with high R&D activities boost higher levels of total
productivity growth (Coe & Helpman 1995). The sense of importance in innovation is as
a result of investing in the external environment of the firm. The advantages of
networking are greater for smaller SMEs, operating within traditional turbulent markets,
in less developed areas. Network characteristics, like size, geographical spread and
diversity, impact on performance (Cisi, et al., 2016) Networking increases a forms
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competitive advantage and allows one to gain access to knowledge and other resources at
lower costs (Jack, 2010).

2.3.2 Innovativeness
Mazzarol and Reboud (2008) state that several studies have shown that there is a clear
connection between innovation and the creation of an entrepreneurial economy.
Performance being a broad concept incorporating qualitative and quantitative aspects,
innovation in a firm is reflective of that fact. Innovation can be related to new products or
services, new production processes, new marketing techniques, and new organizational or
managerial structures. It also involves new technology, intellectual property, business,
and physical activity (Mazzarol & Reboud 2008). Managers of SME’s behind small firms
enjoy the advantage of flexibility and responsiveness and if able to respond quickly to
innovative ideas could easily stir the progress of the company. Research supports the idea
that SMEs which engage in innovation perform better (Mazzarol & Reboud 2008.

According to Laforet (2011) innovation for SMEs innovation is driven by a vision to be
successful, and improve on working conditions for a particular organization. Innovation
creates positive outcomes for SME’s of such as an improved reputation, a credible image,
increased operational efficiency , lower costs upon growth benefits, better business
financial performance, attracting a more skilled workforce, better in‐house expertise and
further openings for innovation. Innovation in an SME however need to be approached
systematically by the management of a company to manage the possibility of incurring
operational issues, having financial on costs, uncontrollable business growth, loss of a
good image and reputation due to poor innovations, employee and clientele issues, as well
as negative impacts in health, safety, and environmental impacts (Laforet, 2011).

Golovko and Valentini (2011) suggests that innovation and export have been proven to be
complementary strategies for SMEs’ growth. The two positively reinforce each other in a
dynamic circle. Participating in export markets promotes learning, and eventual enhanced
innovation performance. Through innovation, firms venture into new geographical
markets usually with novel products making, more successful impacting on a firm’s quest
for improved quality and eventual increased sales of the firm’s products domestically.
Innovation activity on firms’ growth rate is greater for firms that engage in exports, and a
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further benefits of improved innovation and practices within the firm. Innovativeness is
hence a growth strategy that is relative to successful managers. Murat and Baki (2011)
further emphasize that both product and process innovation reflect a strong and positive
association with firm performance which also adds value to R&D, improves management
systems and general processes. They note that SME managers should take advantage of
innovation processes for growth.

2.3.3 Customer Orientation and High Level Commitment
Stockdale, Ahmed and Scheepers (2012) posits that business value lies primarily in the
domain of customer engagement and the realization of benefits it is strongly influenced
by the ability of the SME to identify with their customer base. This can be achieved
through total quality managerial practices in implementation, to improve operational
performance. Brockman, Jones and Becherer, (2012) notes that Customer orientation is
an essential element for small firm success. In their research examining customer
orientation and performance relationship among 180 SME’s, they observe overall positive
influence of customer orientation on performance of the firm indicating that stronger risktaking, innovativeness, and opportunity focus in relation to customers enhances the
success of an enterprise. Interestingly, customer orientation under low risk levels are
however seen to not positively influence small firm performance.
According to a study done by Gaur, Vasudevan and Gaur (2011) found a positive link
between two sub‐dimensions of market orientation and customer orientation and their
inter-functional coordination on manufacturing and performance. It was found that firm
resources and competitive intensity moderate the relationship between some of the
dimensions of market orientation and firm performance. It is emphasized that managers
need to realize the value of market forces align production processes to be responsive to
market needs and demands.
With heavy market competition in the hotel industry, it is essential that hotels have an
extensive resources and more flexibility in meeting the needs of their customers in a
dynamic business environment. The relationship between quality management (TQM),
market orientation, and performance are seen to be equivocal. TQM in line with customer
demands is seen to impact positively on the performance of hotels. External environment
factors relating to the customer changing needs when taken advantage of help to build
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relationship with the customer, and enhance hotel performance and further to enhance the
hotels chances of survival, they hence act as a moderator in building on the relationship
of a company to its customers through investing in total Quality management (Wang,
Chen, & Chen 2012).
2.3.4 Training and Growth
In a research by Kisaka and Mwewa (2014) on factors affecting the growth of SME’s the
enterprises studied were seen to have increased their training expenditure budget from an
average of 11% in 2009 to an average 24% by 2012. The study demonstrated that
SME’s are increasingly realizing the potential of relevant training in contributing to the
growth of the business. Training was seen to not only increase the quantity and quality of
output but also increased the companies’ chances of survival. The studies inferential
analysis also showed that there was a positive correlation between training and company
expansion in terms of opening new branches. Trained employees would be groomed to be
the managers in the new branches and departments that the SME’s in the study opened.
An analysis of variance on predictors of company growth, results revealed that there was
a significant correlation between predictor variables Micro- savings, Credit finance and
training to the response variable growth in annual turnover. The study in general showed
that relevant training provided to employee’s coupled with factors such as finance
contributed positively to company growth (Kisaka & Mwewa, 2014).
2.4

Strategic Factors that Determine the Performance of SME’s

This section analyzes the critical elements responsible for the sustainable development of
SMEs in ensuring their sustainability.
2.4.1 Approach to Product and Market Development
Financial institution have started to understand the market segment constituted by SME’s
hence requiring financial products that meet their own needs. The needs differ from
corporate products since their transaction sizes are smaller but also the more sophisticated
and customization needed also makes them distinct from retail products (Miller & Chege
2015).
Memba, Gakure and Karanja (2012) asserts that the major characteristics of SME products
are that they are; Comprehensive-offer complementary products which suggests preference
of “one stop shop” banking, cost effective-standardized products are acceptable by smaller
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businesses as long as they are at low costs, majorly their products are easy and have low
costs for banks to process and administer. Their products are also offered in volumes to
many of their customers. Due to the above, SME’s have formulated growth strategies in
order to attain high market share, high productivity and gain more profit as a result of
attracting more customers. SME’s are now viewed as important players in even and
equitable development process. This has been realized throughout the world since attempts
to promote economic progress by establishing large corporations have failed to improve the
livelihoods of the concerned populations (Memba et al, 2012).
In Kenya, like any other growing economies, SME’s play a significant role that could be
emphasized. Enterprises in this sector grow from 910,000 in 1993 to 1.3 million in 1999
and this is according to the Micro and small enterprises baseline survey (1999). The survey
also points out that SME’s contributed a significant of 30% of GDP in terms of output
products and services in job creation 1999 (GOK, 1999). They have also been on the
forefront in absorbing ever increasing number of young unskilled school leavers and the
unemployed in the country. The sector had employed 2.4 million persons in 1999 which
increased to 4.2 million in 2000 and 5.1 million in 2002, accounting for 74.2% of the total
persons who received the golden handshake in 2002 started their own SMEs (Wachira &
Musyok, 2015). The percentage grew 19.2% in the years 2003 and 2004 respectively.
However, due to lack of incentives, most SME’s remain as they initially started while
others grow horizontally by starting other similar venture or change to other unrelated
activities (Ng’ang’a, 2003).
2.4.2 Management and Leadership
Mulandi (2013) states that high growth can be achieved by firms with a variety of size,
sector and age characteristic. Such firm’s functions are distinguished more by the
strategies and actions of managers than by their profile characteristics with this SME
sector in Kenya contributing up to over 50% job opportunities, past statistics indicates
that three out of every five startups fail within the first few months. Some of the
challenges that an SME is likely to face are competitions amongst themselves and from
large firms, lack of access to credit, cheap imports, insecurity and debt collection. But
with good management they are likely to overcome most of the challenges that would
lead to their failures through measures such as fail pricing, discounts and special offers,
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offering a variety of services and products, superior customer service and improving
quality of service delivery (Mulandi, 2013).
Another key factor that leads to the success of SME’s is leadership. Good leadership is one
of an organizations long term strategic plan for success in competitive and profitability
(Hashim, 2008). The capability of the management team and the leadership styles
employed by managers also has a major impact on the morale of staff and the organization
culture. Most forms of management involve workers in decision making and although
managers will have different viewpoints from workers they largely benefit from working
together to achieve business objective (Wang, Walker & Redmond, 2007).
Abor and Quartey, (2010) in their study on issues in development of SME’s in South
Africa and Ghana observe that finance, a general lack of managerial skills, regulatory
issues and a lack of the right equipment and technology were identified as major hampers
to the growth and development of SME’s. A lack of ;leadership having the right
managerial know how and an influential network to facilitate regulatory issues and attract
investors in necessary equipment to advance an SME, constrained heavily on the growth of
this business sector. While SME’s generally attracted highly motivated managers, it
became very hard to compete in the level of larger firms who attracted management who
possessed world class know how and had a strong network (Abor & Quartey, 2010).
A scarcity in managerial talent observed in several regions in Ghana and South Africa
impacted negatively on the chances of growth and survival of SME’s. SME’s were also
seen to be unable to afford the necessary support services that would help improve their
management. Consulting firms offering business development services that were
important in equipping businesses did not seem to have packages fashioned to suit the
small budget of SME’s. Getting help is not cost effective for SME’s. While there are
many available advisory institutions there still remains a gap that would sufficiently cater
to the large number of SME’s springing up daily. Entrepreneurs reported to be unable
meet the high cost of advisory services. On the other hand however many small
entrepreneurs did not seem to recognize the need to upgrade their own skills or those of
their managerial team. The complacency of these entrepreneurs worked negatively in
influencing the transition of SME’s to bigger businesses (Abor & Quartey, 2010).
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2.4.3 Internal Organizational Structure
This is the way an organization is aligned in order to achieve its goals. It may be arrived
at in an SME as a result of internal or external factors. Developing an internal
organizational structure enables the leader of the firm to delegate responsibilities for
operational tasks to become more focused on strategic level. It begins from leadership,
management, employees and the production of the enterprise. Positive attitudes of staff
and volunteers will not only make the management task easier but will also be noticed
and appreciated by customer of the business or members of the organization (O’Regan &
Ghobadian, 2004). Businesses and organizations may be impeded by their structure,
constitution and/or forms of governance.
Organization structure is essentially the way that the work needed to carry out the mission
of the organization is divided among its workforce (Reschke, 2004). Different
organizations have different structures e.g. in a non-profit organization, we would only
require the management board or committee (i.e. president, secretary treasurer and
ordinary committee members), and the salaried staff that would include the cocoordinators (e.g. events coordinator, promotions coordinator and coaching coordinator).
In the case of a profit making organization, the ability of the organization to react to
change may be hindered or helped by the size of structure it has. When the organization
has many structures decision making may be slowed down hence the need to flatten the
organizational structure. Unlike in the profit business, volunteers are a normal part of the
non-profit making organizations but still their organizational structure remains flexible by
appointing them as needed (Stonehouse & Pemberton, 2002).
According to United States international trade commission (2010), an executive team
that upholds the value of team work and natured the culture of sharing ideas were
observed to have an edge over competitor SME’s. Proactive teams tended to be more
open to taking risks and creating and seizing opportunities of growth. Strong teams
seemed to offer the current crop of employees the job flexibility they needed to function
at their best. Minimal status differentiation that rose out of working in teams seemed to
encourage millennials to contribute their problem solving skills and abilities in their
departments. Teams created an urgency to plan towards achieving certain specific goals
and every member was motivated to contribute positively towards a cause. This planning
and team work is seen to potentially stir growth, profitability and survival of firms.
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Interactive teams made cohesive through proper planning hence form considerable
strategic entrepreneurship options towards growth.
2.4.4 Skills and Expertise
Hysong (2008) suggests that technical skills are critical to the growth and success of any
organization. They equip one with practical and specific guidelines to help one perform a
particular task and they may be acquired through training in a given field or education.
These skills may include accuracy, analyzing data, adaptability, ability to work under
pressure, analyzing problems, advising people, attention to detail, assembling equipment
etc. Some skills refer to personal qualities, behaviors and attributes needed to succeed in
the workplace. These are called soft skills which business owners should not overlook
their values in the management and performance of their businesses. These skills enable
individuals to relate effectively with their peers, make wise decisions and also be able to
manage time at their workplace. Employers should consider equipping their employees
with the skills as a part of the recruitment process in order to place equal importance in
gaining hard and soft skills. Training and development sessions should be organized by
SME’s to enable employees use their technical expertise to their full advantage (Hysong,
2008)
According to Osman and Izet (2012), competence in project management and
implementation is another skill employees are required to possess to a certain level
depending on the job position being held. Good communication skills is another
important skill at the work level in that an employee is required to interact verbally with
fellow employees and also customers. They should also be able to resolve conflicts
amicable and be flexible to changes in their areas of work. Also due to technological
advancement employees should be ready to change with time and not be stuck in
traditional approaches to work. Adoption of new ideas is a huge step towards remaining
relevant in the workforce.
2.5

Chapter Summary

This chapter entails the literature review of previous documented evidence the influence
of the executive team on the performance of SME’s it discussed literature on management
practices hindering performance of SME’, management practices that propel the
performance of SME’s and strategic factors that determine the performance of SME’. The
next chapter is the research Methodology, it presents the research design, population and
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sampling design, data collection methods, research procedures and data analysis methods
used in the study. Chapter four is an analysis of the data obtained in the field while
Chapter five summarizes and discusses the findings of the data and gives
recommendations on the findings.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1

Introduction

This chapter delved into details on the research design of the study. It looked at the
suitable research methodology, the population involved in the study, the sample selected
to participate in the study, the criteria used in selecting the sample, relevant data
collection methods and procedures, as well as the data analysis methods that enabled the
researcher find answer on the objective of the study. In addition there are issues discussed
in regards to the effects of performance management practices on employee productivity.

3.2

Research Design

Descriptive research design was used for this research. It involves the use of relative
variables and scientific methods to describe and analyze behavior. The intention of the
researcher is purely to observe and describe the subject being studied without exerting
any form of influence on the subjects. It is achieved by creating a profile describing the
group’s events, practices and challenges. The profile was then used for data collection
and frequencies decoded against each of the variables in the profile to answer the
questions when, where, why, how much and what (Saunders, Lewis & Thornhill, 2000).
A standard questionnaire will be used to collect data to fulfill the objectives of this study.
Malhotra and Birks (2007) define a questionnaire as a data collection tool that describes
who people are, what they are about, their motivations and behavior within a certain
context. Therefore, the study adopted a quantitative approach to study the effect of the
executive on the performance of SME’s. The independent variables will be performance
while management practices and strategic factors affecting the performance of SME’s
was the independent variables.
3.3

Population and Sampling Design

3.3.1 Population
Frankel and Wallen (2003) define a population as the vast group of individuals a research
intends to apply to. These individuals usually share characteristics similar to those fitting
the description of those defined in the research study. Kumekpor (2002) simply refers to
population as the census of the units fitting the phenomenon under investigation. They are
“all possible observations of the same kind”. Population can also be defined as the total
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group of people or entities from which research information is intended to be obtained.
The total population of our study comprised 5,311 SME businesses located in Machakos
County. This population of interest has the potential of providing the relevant information
regarding the effect executive teams have on the performance of SME’s.

3.3.2 Sampling Design and Sample Size
3.3.2.1 Sampling Frame
A research sampling design is a segment of the research plan that indicates the method by
which cases are to be selected for observation. The design hence maps out the procedures
to be followed in drawing the study’s sample. A sampling frame is a list of elements from
which the sample is actually drawn and is closely related to the population under study
(Cooper & Schindler, 2003). In this study, the sampling frame constituted of executive
team members of various SME’s in Machakos County. The list of the teams was obtained
from specific companies.

3.3.2.2 Sampling Techniques
Stratified sampling was used to divide the population into two strata. These strata were on
the basis of geographical location. This was done to enable the researcher to draw
inferences about both sub groups. This method also leads to more efficient statistical
estimates. Both management and non-management staff, the respondents will be
randomly chosen from different sections. The researcher ensured that all the cadre of
employee relevant for the study are effectively represented. This is the process of
selecting the number of individuals from the population so that the population contains
elements representative of the characteristics found in the entire group (Orodho &
Kombo, 2002).
3.3.1.1 Sample Size
The sample size is a smaller set of the larger population (Cooper and Schindler, 2003).
Cooper and Schindler emphasize that the sample ought to be carefully selected to be as
accurately representative of the population fitting the researcher’s description of study,
ensuring that the subdivisions expected by the analysis are catered for. In this case, the
sample size was based on a fraction of 5,311 calculated bellow obtained using Yamane
(1967:886) formula with 95% confidence level of and P=.05 giving us a sample size of
372 respondents. The total number of respondents who were sampled is believed to be
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large enough for the study given the purpose and goals of the research. The population
details also appear in table 3.1 bellow.

n

5311

=

1 + 5311 (0.052)

This gives n = 371.9 => Therefore 372
Table 3.1. Sample Size
Population

3.4

Frequency

Percentage

Owners

50

13

Managers

322

87

Total

372

100

Data Collection Method

The data collection techniques that were employed for the research include the use of
structured questionnaires. Questionnaires were used for the collection of data. The
questionnaire comprised both open and closed-ended questions suitable for selected
participants. A survey questionnaire will be designed to apply to a heterogeneous sample
selected from the larger population of respondents (Burns, 2000). A questionnaire is a
form, encompassing an assembly of carefully, communicated enquiries designed for
information gathering (Wong, 2014).

The questionnaire will be structured in three broad areas that include general information,
a rating on the influence of the executive team on the performance, a section on
management practices hindering performance of SME’s in Machakos county, a section on
management practices that propel the performance of SME’s and strategic factors that
determine the performance of SME’s. The variables on the key objectives of the study
was measured in interval scales on a five point Likert scale (1-representing strongly
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disagree to 5– strongly agree) to determine respondents’ agreement on the influence of
the executive team on the performance, a section on management practices hindering
performance of SME’s of SME’s in Machakos.
3.5

Research Procedures

The respondents were requested for their time prior to distributing the questionnaire. A
pilot test was done involving 20 respondents to evaluate the completeness, precision,
accuracy and clarity of the questionnaire. This ensured the reliability of the data
collection instrument to be used. After the amendment of the questionnaire, the researcher
sleeked permission from the companies to carry out the actual research. The final
questionnaires were distributed to the respondents with the help of research assistants.
This will enhance the speed of data collection. Each completed questionnaire was treated,
as a unique case and a sequential number given to each. Filling the questionnaire will take
approximately 10 minutes. The collected data was edited and entered into the Statistical
Package tool for Social Sciences (SPSS) software to enable the carrying out of the
analysis.

3.6

Data Analysis Methods

The questionnaires were pre coded and the coded answers from each individual
questionnaire entered into the SPSS data sheet which was used for data capture.
Descriptive analysis begins with summaries of continuous variables in form of means.
Tables of percentage frequencies were created for the definite variables and presented
using graphs or charts appropriately. Correlation analysis was carried out to assess for
relationships among the dependent and independent variables, reporting the coefficients
and respective P-values.
Univariate analyses was done using the regression model to assess the aggregated
contribution of executive on performance of SMEs, in relation to management practices
and strategic factors that influence the performance of SME’s. The coefficients and their
95% confidence interval will be reported as well as their P-values. The regression model
was presented as follows.
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Translated into a statistical model below:

Y = a + B X1 + B X2 + B X3 + e

Where Y
a

= Performance,
= Constant (Regression coefficient)

BX1 = Management practices impeding performance,
BX2 = Management practices propelling performance,
BX3 = Strategic factors determining performance,
e= error term
3.7

Chapter Summary

This chapter presents the various methods and procedures that the researcher adopted in
conducting the study in order to answer the research questions raised in the first chapter.
The chapter is organized in the following ways: the research design, population and
sample, data collection methods, sampling design and sample size, research procedures
and data analysis. The next chapter presents the results and findings of the study.
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CHAPTER FOUR
4.0 RESULTS AND FINDINGS
4.1 INTRODUCTION
This chapter covers findings and interpretations based on data collected from the field. It
has also presented results on demographics; type of business, location of business, years
of operation, position in the company, type of business ownership, gender, age, level of
education, professional training, full time business, capital investment, and number of
employees. The chapter further present’s results based on specific objectives.
4.1.1 Response Rate
The response rate of a test measures the statistical power of a research and the higher the
rate the better. In this study, the researcher distributed 372 questionnaires and only 104
were filled and returned. This represents a response rate of 28% as shown in Table 4.1
below.
Table 4.1: Response Rate
Questionnaires

Number

Percentage

Filled and collected

104

28

Non Responded

268

72

Total

372

100

4.2 Demographic Information
This section gives an analysis on demographic factors of the respondents who
participated in the study.
4.2.1 Type of Business
To investigate type of business findings revealed that 16% were retail shops, 8% clothing
and textile, 8% electrical and hardware supplies, 7% are in the tourism industry, 7% deal
with beauty shop, 6% wholesale shop, 5% financial, 4% wines and Spirits Retail Outlet,
4% garbage Collection 4% education, 3% technology, 3% manufacturing, 2% agriculture,
2% Building Services, 2% Butchery, Optical 2%, Hospital 2%, Movie Shop 2%, Food
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and beverage 2%, 1% betin shop agent, 1% chemist shop, 1% consultancy, 1%
illustrator/visual artist, 1% housekeeping agent, 1% printing and design,1% ram tech
studio, 1% workshop, 1% security firm, 1% sports bar, 1% stationeries, 1% supplies and
1% water company as shown in Table 4.3.
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Table 4.2: Type of Business
Frequency
3
4
5
7
8
3
16
2
2

Percentage
3
4
5
7
8
3
16
2
2

Tourism
Betin Shop Agent
Butchery
Chemist Shop

7
1
2
1

7
1
2
1

Consultancy

1

1

Electrical and Hardware Supplies

8

8

Food and beverage
Hospital
Housekeeping Agent
Illustrator/Visual Artist
Wholesale Shop

2
2
1
1
6

2
2
1
1
6

Garbage Collection
Movie Shop
Optical

4
2
2

4
2
2

Printing and Design

1

1

Ram Tech Studio

1

1

Security Firm
Sports Bar
Stationeries
Supplies
Water Company

1
1
1
1
1

1
1
1
1
1

Wines and Spirits Retail Outlet

4

4

Workshop

1

1

Manufacturing
Education
Financial
Beauty shop
Clothing and Textile
Technology
Retail
Agriculture
Building Services
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4.2.2 Location of Business
To investigate location of business findings revealed that 59% are located in Machakos,
10% in Kathiani, 10% in Kisooni , 5% in Mutituni, 4% in Kakuyuni, 4% in Manza, 2% in
Katumani, 2% in Ngelani and 1% each are located in Katoloni, Katelembo, Tumba,
Mumbuni, Masii and Mlolongo as shown in Table 4.3.
Table 4.3: Location of Business
Frequency

Percentage

Katoloni
Katelembo
Kakuyuni

59
1
1
4

59
1
1
4

Kathiani

10

10

Katumani
Masii
Manza

2
1
4

1
1
4

Mlolongo

1

1

Mumbuni
Mutituni

1
5

1
5

Ngelani

2

2

Kisooni
Tumba

10
1

10
1

Machakos

4.2.3 Years of Business
To investigate location of years of operation it was revealed that 33% of SMES’s have
been operating for 3-4 years, 24% of SME’s for 1-2 years, 19% for 5-6 years, 18% for
more than 7 years and 6% for less than l year as shown in Figure 4.1.

30

more than 7
years
18%

less than 1 year
6%
1-2 years
24%

5-6 years
19%
3-4 years
33%

Figure 4.1: Years of Business

4.2.4 Position in the Company
To investigate position in the company findings revealed that 37% of respondents are
owner manager, 24% are owners, 21% partners, 12% managers and 6% never responded
as shown in Figure 4.2.
Missing
6%
partner
21%

owner manager
37%

manager
12%
owner
24%

Figure 4.2: Position in the Company
4.2.5 Type of Business Ownership
To investigate type of business ownership it was revealed that 59 SME’s are sole
proprietorship this represents 57% of the total population, 26 SME’s were started as a
partnership business this represents 25% of the total population, 18 are private limited
companies this represents 17% of the total population as shown in Figure 4.3.
31

60

59 57%

50
40

26 25%

30
20

18 17%
Frequency

1 1%

10

Percentage

0

Figure 4.3: Type of Business Ownership
4.2.6 Gender
To investigate gender of the respondent’s findings revealed that 54% were male and 45%
were female. This shows that a lot of SME’s are being owned by male as compared to
female as shown in Figure 4.4.
male

female

missing

1%

45%
54%

Figure 4.4: Gender

32

4.2.7 Age
To investigate age of the respondent’s findings revealed that 37% of respondents are
between 25-29 years, 24% are between 30-34 years, 17% are between 21-24 years, 11%
are between 35-39 and 10% are over 40 years as shown in Figure 4.5.

1%
10%

17%

21-24

11%

25-29
30-34
24%

37%

35-39
40 and over
missing

Figure 4.5: Age
4.2.8 Level of Education
To investigate respondent’s level of education it was revealed that 36 respondents have a
university degree this represents 35% of the total population, 35 respondents have a
college degree this represents 34% of the population. 24 respondents have secondary
education this represents 23% of the total population, 4% have primary education
representing 4% of the population and 4 respondents have a master’s degree representing
4% of the total population as shown in Figure 4.6.
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Figure 4.6: Level of Education
4.2.9 Professional Training
To investigate if respondents have participated in any professional training findings
revealed that 36% respondents have attended training on marketing, 11% business
management, 7% computer packages, 4% each have attended training on accountant and
business administration, 3% doctor, Chef and shop keeper, 2% each have attended
training on teacher, clinical medicine, salonist and barber whereas 1% each have attended
training on tailoring, cabin crew, secretarial, procurement, self-taught, beauty therapist,
chef, electrician, HR, hair dressing, hospitality, journalist, librarian, LLB, mixologist,
pharmacist and security guard as shown in Table 4.4.
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Table 4.4: Professional Training
Frequency

Percent

Tailoring
Teacher
Barber
Engineering
Cabin Crew
Chef
Salonist
Secretarial
Security Guard

1
2
2
4
1
3
2
1
1

1
2
2
4
1
3
2
1
1

Self-Taught

1

1

Business Administration

4

4

Beauty Therapist
Accountant

1
4

1
4

Business Management

11

11

Chef
Clinical Medicine

1
2

1
2

Computer Packages
Doctor

7
3

7
3

Electrician

1

1

H.R
Hair Dressing
Hospitality
Journalist

1
1
1
1

1
1
1
1

Librarian
LLB
Marketing
Mixologist
Pharmacist
Procurement
Shop Keeper

1
1
36
1
1
1
3

1
1
36
1
1
1
3

4.2.10 Business is Operated on a Full Time Basis
To investigate is business is operated on a full time basis, 77% of the respondents said yes
and 20% said no as shown in Figure 4.7. However, respondents who answered no said
that they operate their business for 16 hours, 8 hours, 2 days, 3 days, 3 hours, 3 times a
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week, 4 days, 45 hours, 5 days in a week, 5 hours, 6 days a week, 9 hours, weekends and
once a week.
Yes

No

Missing

3%
20%

77%

Figure 4.7: Business is Operated on a Full Time Basis
4.2.11 Amount of Capital Investment
To investigate amount of capital investment it was established that 30 respondents have
between 20,000-50,000 capital investment this represents 29% of the total population 26
respondents have Over 151,000 representing 25% of the total population, 20 respondents
have between51,000-80,000 this represents 19% of the total population, 15 respondents
have between 81,000-110,000 capital investment representing 14% of the population and
12 respondents have between 111,000-150,000 amount of capital investment representing
12 of the population as shown in Table 4.5.
Table 4. 5: Amount of Capital Investment
Variable
20,000-50,000

Frequency
30

Percent
29

51,000-80,000

20

19

81,000-110,000

15

14

111,000-150,000

12

12

Over 151,000

26

25

Missing

1

1

36

4.2.12 Number of Employees
To investigate number of employees in the organization finings revealed that 68% of
respondents have over 24 employees, 15% have 6 to 11 employees, 8% have 12 to 17
employees, 5% have 18 to 23 employees 1% have over 24 employee’s ash shown in
Figure 4.8.
1 to 5

6 to 11

12 to 17
5%

18 to 23

Over 24

Missing

1% 3%

8%
15%
68%

Figure 4.8: Number of Employees
4.3 Management Practices that Impede the Performance of SME’s
The first objective of the study sought to determine management practices that impede the
performance of SME’s. Respondents were asked several questions and were supposed to
rate them with the highest being strongly agree (5) and the least being strongly disagree
(1).
4.3.1 Descriptive Statistics of Management Practices that Impede the Performance
of SME’s.
It was established that respondents could not reach an agreement on the organization is
currently serving loans for this business 3.67, employees have the skills required for this
business 3.60, the business is mostly suitable for the local market 3.59, employees
participate in trainings to improve their skills appropriately towards the expansion of the
business 3.52, the organization monitors employees activities on a technological platform
3.50, the organization does a number of our business transactions virtually 3.48, the
organization is currently serving markets outside Kenya 3.46, organization rely on
internal inputs to inform our actions in business 3.46, the organization has competitive
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technical and computing skills 3.42, organization use social media as a marketing tool
3.39 and organization uses traditional media such as brochures, posters, handbills and
radio/TV 3.30. Respondents disagreed on organization has invested in technology and
internet 2.95, organization does a research on their competitors 2.88, organization seeks
finance in bank loans and government loans to expand the business 2.85, organization
collaborate with other related business 2.78, organization is currently serving markets
outside the county 2.63, the organization participate in trade fairs and exhibitions locally
and in the country 2.60, survival of business is threatened by bigger companies 2.17 as
shown in Table 4.6.
Table 4.6: Descriptive Statistics of Management Practices that Impede the
Performance of SME’s.
Variable
Survival of business is threatened by bigger companies
We research on our competitors
We have working strategies for staying ahead of competition
Our business mostly suitable for the local market along here
We rely on our profits for expansion
We are currently serving loans for this business
Seek finance in bank loans and government loans to expand the business
We rely on global information on business development
Rely on data on our local competition to inform our actions
We rely on our internal inputs to inform our actions in business
I am/we are members of business associations locally
We participate in trade fairs and exhibitions locally and in the country
We collaborate with other related business
We are currently serving markets outside Kenya
We are currently serving markets outside the county
We have invested in technology and internet
I have competitive technical and computing skills
We do a number of our business transactions virtually
We use social media as a marketing tool
We market our business using brochures, posters, handbills and radio/TV
Employees have background training in IT and computing skills
Security concerns in carrying out virtual transactions concern me
We monitor the activities of our employees on a technological platform
Our day to day operations in the business are scheduled
We keep records of company activates routinely
Our employees have the skills required for this business
Trainings to improve skills towards the expansion of business
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Mean
2.17
2.88
3.38
3.59
3.28
3.67
2.85
3.18
3.12
3.46
3.33
2.60
2.78
3.46
2.63
2.95
3.42
3.48
3.39
3.30
3.09
3.37
3.50
3.16
3.38
3.60
3.52

SD
1.184
1.213
1.227
1.216
1.323
1.213
1.367
1.299
1.292
1.186
1.269
1.299
1.390
1.191
1.289
1.487
1.356
1.257
1.367
1.337
1.35
1.289
1.249
1.340
1.320
1.295
1.339

4.4 Determine the Management Practices that Propel the Performance of SME’s
The second objective of the study sought to determine management practices that propel
performance of SME’s. Respondents were asked several questions and were supposed to
rate them with the highest being strongly agree (5) and the least being strongly disagree
(1).
4.4.1 Descriptive Statistics of Management Practices that Propel the Performance of
SME’s
It was revealed that respondents could not reach an agreement on companies that engage
in research have more success in business 3.81, engaging in international business
enhances growth of an SME 3.62, collaboration with an international company could
significantly increase success of an SME 3.52, the organization take time before
responding to changing customer needs which sometimes weigh heavily on the business
3.50, competitors who often introduce new exciting products have a better market
presence than their competitors 3.47, the organization has sufficient customer support
system to keep our clients engaged and meet our customers’ needs 3.41, lack of adequate
customer relationship department has on some occasions made us lose clients 3.37, SME
owners with experience from overseas tend to run more successful enterprises 3.36,
groups of companies have an advantage in local market 3.34, the organization sometimes
is unable to agree on customers high demand due to cost implications and risk involved
in sustaining small business 3.33, the organization studies and respond quickly to
changing customer needs 3.30, Being at a learning phase in the business the organization
sometimes have challenges in maintaining consistency 3.28, the organization sometimes
lose customers due to not being able to meet their expectations 3.19, quality of our
products/service delivery often fluctuates as a result of changes in personnel and other
factors in the supply chain 3.08. In addition respondents disagreed on sustaining good
customer relations is difficult for small business 2.78 as shown in Table 4.7.
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Table 4.7: Descriptive Statistics of Management Practices that Propel the
Performance of SME’s
VARIABLE
Engaging in international business enhances growth of an SME
Collaboration with an international company could significantly
increase our success as an SME
SME owners with experience from overseas tend to run more
successful enterprises
Groups of companies have an advantage in our local market
Companies that engage in research have more success in business
Competitors who often introduce nee exciting products have a better
market presence than we do
We have sufficient customer support system to keep our clients
engaged and meet our customers’ needs
Sustaining good customer relations is difficult for us as a small
business
Lack of adequate customer relationship department has on some
occasions made us lose clients
Sometimes we have lost customers for being unable to meet their
expectations
Sometimes we are unable to agree to customers high demand due to
the cost implications and risk involved in sustaining this small
business
Quality of our products/service delivery often fluctuates as a result
of changes in personnel and other factors in the supply chain
Being at a learning phase in the business we sometimes have
challenges in maintaining consistency
We study and respond quickly to changing customer needs
We prefer to take time before responding to changing customer
needs which sometimes weigh heavily on the business

MEAN
3.62
3.52

SD
1.207
1.353

3.36

1.217

3.34
3.81
3.47

1.316
1.257
1.246

3.41

1.277

2.78

1.369

3.37

1.193

3.19

1.208

3.33

1.163

3.08

1.256

3.28

1.269

3.30
3.50

1.184
1.208

4.5 To Explore Strategic Factors that Determine the Performance of SME’s
The second objective of the study sought to explore strategic factors that determine the
performance of SME’s. Respondents were asked several questions and were supposed to
rate them with the highest being Very important (5) and the least being Very unimportant
(1).
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4.5.1 Descriptive Statistics of Strategic Factors that Determine the Performance of
SME’s
Findings revealed that respondents could not reach an agreement on there is competence
in project management and implementation 3.92, high standards of customer service 3.86,
technical skills matching the demand of specific functions in the work place 3.80,
flexibility in embracing change 3.76, a clear organizational structure reflecting clear
functions and responsibilities of each individual 3.77, creating an environment where
employees are allowed to find solutions to problems during difficult situations 3.74,
engaging in tailor made training that suits the business 3.70, employee empowerment,
training and talent nurturing 3.70, an attractive reward system for human resource 3.62,
access to customized financial products 3.58 as shown in Table 4.8.
Table 4.8:

Descriptive Statistics of Strategic Factors that Determine the

Performance of SME’s
VARIABLE

MEAN

SD

Access to customized financial products

3.58

1.275

High standards of customer service

3.86

1.316

Creating an environment where employees are allowed to find
solutions to problems during difficult situations

3.74

1.433

Engaging in tailor made training that suits the business

3.70

1.300

Employee empowerment, training and talent nurturing

3.70

1.285

A clear organizational structure reflecting clear functions and
responsibilities of each individual

3.77

1.165

An attractive reward system for human resource

3.62

1.196

Flexibility in embracing change

3.76

1.150

Technical skills matching the demand of specific functions in the
work place

3.80

1.192

Competence in project management and implementation

3.92

1.163
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4.6 Effects of Performance of SME’s
The study sought to establish the effects of performance of SME’s. Respondents were
asked several questions and were expected to rate them with the highest being strongly
agree (5) and the least being strongly disagree (1).
4.6.1 Descriptive Statistics of Effects of Performance of SME’s
The respondents could not reach an agreement on participating in international business
enhances growth of SMS’s had a mean of 3.62 and access to customized financial
products 3.58. However respondents disagreed on survival of our business is threated by
bigger competitors 2.88 as shown in Table 4.9.
Table 4. 9: Descriptive Statistics of Effects of Performance of SME’s
VARIABLE

MEAN SD

Survival of our business is threated by bigger competitors.

2.88

1.213

Participating in international business enhances growth of SMS’s

3.62

1.207

Access to customized financial products

3.58

1.275

4.7. Correlation between Contribution of the Executive on Performance of SME’s
The study undertook a correlation analysis to investigate the relationship between
contribution of the executive on performance of SME’s. It was revealed that a strong
positive correlation between Impede performance (r=0.410, p<0.00), propel performance
(r=0.540, p<0.00), and strategic factors (0.372, p<0.00) as shown in Table 4.10.
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Table 4.10: Contribution of the Executive on Performance of SME’s

Performance

Pearson

Impede

Propel

Strategic

Performance

performance

performance

factors

1

.410**

.540**

.372**

.000

.000

.001

1

.614**

.443**

.000

.000

1

.412**

Correlation
Sig. (2-tailed)
Impede

Pearson

performance

Correlation
Sig. (2-tailed)

.410**
.000
.540**

.614**

Sig. (2-tailed)

.000

.000

Pearson

.372**

.443**

.412**

.001

.000

.000

Propel performance Pearson
Correlation
Strategic factors

.000
1

Correlation
Sig. (2-tailed)

**. Correlation is significant at the 0.01 level (2-tailed).
4.7.1 Regression Analysis of Contribution of the Executive on Performance of
SME’s
The study was set to analyze the contribution of the executive on the performance of
SME’s. A regression analysis was done to determine contribution of the executive on the
Performance of SME’s.
4.7.1.1 Model Summary
The results established that the R2 was 0. 331 which indicates that 33% of performance is
determined by contribution of the executive as shown in Table 4.11.
Table 4.11: Model Summary of Performance of SME’s and Other Variables
Model Summary
Change Statistics
R
Square

Adjusted
R Square

Std. Error of R Square
F
the Estimate Change Change df1

Sig. F
Chang
df2
e

Model R
1
.575a
.331
.302
.75054
.331 11.545
3
70
a. a. Predictors: (Constant), strategic factors, Impede performance, propel performance
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.000

4.7.1.2 ANOVA
An ANOVA analysis was done between of talent management practices on performance
of young professionals and at 95% confidence level, the F value=8.26, P<0.000) therefore
it is established that talent management has a significant effect on performance of young
professionals the results are shown in Table 4.12.
Table 4.12: Anova Contribution of the Executive on Performance of SME’s
Model

Sum of

df

Mean Square

F

Sig.

11.545

.000b

Squares

1

Regression

19.511

3

6.504

Residual

39.432

70

.563

Total

58.943

73

a. Dependent Variable: performance of SME’s
b. Predictors: (Constant), strategic factors, Impede performance, propel performance,
4.7.1.3 Coefficients of Contribution of the Executive on Performance of SME’s
The findings in table 4.12 indicates that only Propel performance had a significant
positive effect on performances of SME’s (β= 0.615, p<0.004) whereas Impede
performance (β=0.415 p> 0.079) and strategic factors β= 0.180, p>0.246 had a positive
but insignificant relationship with performance of SME’s as shown in Table 4.13.
Table 4.13: Coefficients of Variables of Coefficients of Contribution of the Executive
on Performance of SME’s

Model
1

Unstandardized

Standardized

Coefficients

Coefficients

B

Std. Error

(Constant)

-.783

.685

Impede performance

.415

.233

Propel performance

.615

Strategic factors

.180
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Beta

t

Sig.

-1.143

.257

.215

1.783

.079

.208

.351

2.954

.004

.154

.131

1.170

.246

4.8 Chapter Summary
This chapter has discusses results and findings. The first section covered results based on
respondent’s demographic information, second section discussed management practices
that impede the performance of SME’s, third section determine the management practices
that propel the performance of SME’s, forth section to explore strategic factors that
determine the performance of SME’s and the fifth section discussed correlation and
regression analysis. Chapter five will cover findings, conclusions and recommendations.
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CHAPTER FIVE
5.0 DISCUSSION, CONCLUSION AND RECOMMENDATION
5.1 INTRODUCTION
This chapter gives a summary of findings collected from the field. Findings are discussed
based on literature review. The chapter also presents conclusion and recommendations
based on specific objectives.
5.2 Summary of the Study
The general objective of the study was to assess the contribution of the top executive on
the performance of SME’s. The study was guided by the following specific objectives, to
identify management practices that impede the performance of SME’s, to identify the
management practices that drive the performance of SME’s and to assess strategic
elements that determine the performance of SME’s.
The target population for this study was 5311 SME’s located in Machakos County in
Kenya. The population included members of the management team and employees of the
companies. Stratified Sampling method was used to select a sample from the statistical
population. The sample size was 372. The data collection method that used was
questionnaire. SPSS software was used to analyze the data. The researcher used
descriptive methods such as mean, standard deviation, percentages, tables and frequency
distributions to analyze data
The findings on management practices that impede the performance of SME’s revealed
that respondents could not reach an agreement on the organization is currently serving
loans for this business, employees have the skills required to run the this business, the
business is mostly suitable for local market, employees participate in trainings to improve
their skills appropriately towards the expansion of this business, the organization
monitors employees activities on a technological platform, the organization does a
number of their business transactions virtually, the organization is currently serving
markets outside Kenya, organization rely on internal inputs to inform our actions in
business, the organization has competitive technical and computing skills, organization
use social media as a marketing tool and organization uses traditional media such as
brochures, posters, handbills and radio/TV. However, respondents disagreed on
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organization has invested in technology and internet, organization does a research on their
competitors, organization seeks finance in bank loans and government loans to expand
the business, organization collaborate with other related business, organization is
currently serving markets outside the county, the organization participate in trade fairs
and exhibitions locally and in the country, survival of business is threatened by bigger
companies.
The findings based on determine the management practices that propel the performance
of SME’s revealed that respondents could not reach an agreement on companies that
engage in research have more success in business, engaging in international business
enhances growth of an SME, collaboration with an international company could
significantly increase success of an SME, the organization take time before responding to
changing customer needs which sometimes weigh heavily on the business, competitors
who often introduce new exciting products have a better market presence than their
competitors, the organization has sufficient customer support system to keep our clients
engaged and meet our customers’ needs, lack of adequate customer relationship
department has on some occasions made us lose clients, SME owners with experience
from overseas tend to run more successful enterprises, groups of companies have an
advantage in local market, the organization sometimes is unable to agree on customers
high demand due to cost implications and risk involved in sustaining small business, the
organization studies and respond quickly to changing customer needs,

Being at a

learning phase in the business the organization sometimes have challenges in maintaining
consistency, the organization sometimes lose customers due to not being able to meet
their expectations, quality of our products/service delivery often fluctuates as a result of
changes in personnel and other factors in the supply chain. In addition respondents
disagreed on sustaining good customer relations is difficult for small business.
The findings based on to explore strategic factors that determine the performance of
SME’s. Findings showed that respondents could not reach an agreement on there is
competence in project management and implementation, high standards of customer
service, technical skills matching the demand of specific functions in the work place,
flexibility in embracing change, a clear organizational structure reflecting clear functions
and responsibilities of each individual, creating an environment where employees are
allowed to find solutions to problems during difficult situations, engaging in tailor made
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training that suits the business, employee empowerment, training and talent nurturing, an
attractive reward system for human resource, and access to customized financial products.
5.3 Discussion
5.3.1 Management Practices that Impede the Performance of SME’s
Findings revealed that respondents could not reach an agreement on the organization is
currently serving markets outside Kenya and the business is mostly suitable for the local
market. According to United States international trade commission (2010), exporting in
itself potentially improved performance, since the need to serve additional markets
required consistent expansion on production and more efficiency. Selling to several
markets also requires a firm to diversify risks if these markets in order to perform
differently. Firms that stopped exporting often experienced declines in performance.
Having an expansion strategy and networking mechanisms in place, such as increasing
the scope of operations venturing into new markets enhances the performance of SME’s
by impacting on their innovation activities and affecting growth. (Abouzeedan, 2011).
Findings showed that respondents disagreed on organization use social media as
marketing. In line to this According to Bulearca and Bulearca (2010), the recent
technology weave has given SME’s leverage in taking advantage of social media for
selling their businesses. The potential of social media platforms such as Twitter have
been instrumental in promoting businesses growth. Despite its immense benefits many
SME’s are still yet to take up online networks to use to the advantage of their businesses
(Economist, 2010).
It was established that respondents could not reach an agreement on disagreed on the
organization monitors the employees activities on a technological platform, the
organization does a number of our business transactions virtually and organization rely on
our internal inputs to inform our actions in business. According to Harris, Patten, Regan
and Fjermestad, (2012), in today’s dynamic business environment, mobile capabilities are
being integrated in enterprise’s day to day functions to allow collaboration and efficiency
such that the management employees and clientele are able to handle communications on
the go and have access to the right information at the right time.
As enterprises incorporate business mobility in their business strategy to boost flexibility
and productivity they are forced to adjust to new policies of addressing people and
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processes, as well as deal with new technological implications. When management fail to
adapt to these new challenges they may find themselves overwhelmed with a mish-mash
of various employee-owned mobile devices (referred to as bring your own devices,
BYOD) and services. In this case, the enterprise employees also probably lack systematic
access to enterprise information, which impedes their ability to collaborate with each
other because of incompatible services and technologies (Harris, Patten, Regan &
Fjermestad, 2012).
It was revealed that respondents could not reach an agreement on employees participate
in trainings to improve their skills and employees have the skills required for this
business. According to study done by Kisaka and Mwewa (2014) on factors affecting the
growth of SME’s the enterprises. Findings revealed that there was a positive correlation
between training and company expansion and trained employees would be groomed to be
the managers in the new branches and departments that the SME’s in the study opened.
Training involves the learning and education activities designed to improve the overall
competence of an employee. Therefore at its most basic, HRD increases workforce
competence, skills development and quality, motivation, commitment and development
of the organization which many company executives and manages are unable to
incorporate due to resource constraints.
Findings revealed that respondents disagreed on survival of business is threatened by
bigger companies. In contrast according to a study done by United States international
trade commission (2010), it was revealed that the size of a firm affects its survival,
smaller firms are less likely to survive compared to larger firms, for the obvious fact that
they operate on a smaller scale, may have shorter term priorities and have little influence
on their growth. Firms in the US in 2006 showed that nearly 600,000 firms went out of
business in the United States that year of the failed businesses 96 percent had less than 20
employees with many under the category of SME’s.
It was revealed that respondents disagreed on organization seeks finance in bank loans
and government loans to expand the business. According to Girish and Sameer (2015),
Small firms are however facing difficulties in creating appropriate systems in the
organization due to financial constraints. If the SMEs can overcome this hurdles therefore
small firm also can be outperform.
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It was revealed that respondents disagreed on the organization has invested in technology
and internet. According to Scheepers (2012), barriers to widespread adoption however
remain the lack of technical knowledge and resources constraints in time and finance to
get the right expertise remains a challenge to many SME executive.
5.3.2 Determine the Management Practices that Propel the Performance of SME’s
It was revealed that respondents could not reach an agreement on companies that engage
in research have more success in business. Empirical evidence shows that firms with high
R&D activities boost higher levels of total productivity growth (Coe and Helpman 1995).
Research supports the idea that SMEs which engage in innovation perform better.
Findings revealed that respondents could not reach an agreement on engaging in
international business enhances growth of an SME. According to a report done by United
States international trade commission (2010) it was revealed that exporting SMEs
outperformed their none exporting SME counterparts by several measures. Exporting
SMEs reflected higher total revenues, faster total revenues, more consistent growth and
higher labor productivity compared to non-exporting SME’s.
Findings showed that respondents could not reach an agreement on SME owners with
experience from overseas tend to run more successful enterprises. According to Reuber
and Fischer (2010) a management team with international experience is able to
internationalize their structures, products, and develop global marketing strategies such as
internationalization of software product firms. A management team with an international
experience has a greater ability to develop foreign strategic partnerships and make faster
and more sales in the international scene. Internationalization attracts faster growth. The
growth Agenda of growth oriented managers is usually to venture beyond domestic
markets. In an effort to grow the economy, governments also support SME’s by
encouraging exports.
Findings established that respondents could not reach an agreement on groups of
companies have an advantage in local market. Cisi, Devicienti, Manello and Vannoni
(2016) states that groups of firms, for instance, represent the weaker form of a business
network where entrepreneurs build ties and inter-firm linkages for supporting sharing
cooperation and innovation. They are networks that bring entrepreneurs together with an
aim of sharing information and experiences for mutual advantage. (The organization
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sometimes is unable to agree on customer’s high demand due to cost implications and
risk involved in sustaining small business
It was revealed that competitors who often introduce new exciting products have a better
market presence than their competitors Golovko and Valentini (2011) asserts that
Through innovation, firms venture into new geographical markets usually with novel
products making, more successful impacting on a firm’s quest for improved quality and
eventual increased sales of the firm’s products domestically. Murat & Baki (2011) further
emphasize that both product and process innovation reflect a strong and positive
association with firm performance which also adds value to R&D, improves management
systems and general processes. They note that SME managers should take advantage of
innovation processes for growth.
It was revealed that being at a learning phase in the business the organization sometimes
has challenges in maintaining consistency. Abouzeedan, (2011) notes that SME models
need to incorporate different phases of the SME’s from the start-up phase, stability and
maturity phase, further growth phase, and eventual decline and possible closure noting
that having a clearly defined bigger picture of the expansion of the company increases its
chances of survival.
Findings revealed that respondents disagreed on the organization has sufficient customer
support system to keep our clients engaged and meet our customers’ needs. Brockman,
Jones and Becherer, (2012) notes that Customer orientation is an essential element for
small firm success. In Their study they also observe overall positive influence of
customer interestingly, customer orientation under low risk levels are however seen to not
positively influence small firm performance orientation on performance of the firm
indicating that stronger risk-taking, innovativeness, and opportunity focus in relation to
customers enhances the success of an enterprise.
5.3.3 To Explore Strategic Factors that Determine the Performance of SME’s
It was revealed that respondents disagreed on access to customized financial products.
Miller and Chege (2015) states that financial institution have started to understand the
market segment constituted by SME’s hence requiring financial products that meet their
own needs. The needs differ from corporate products since their transaction sizes are
smaller but also the more sophisticated and customization needed also makes them
distinct from retail products. Some of the challenges that an SME is likely to face are
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competitions amongst themselves and from large firms, lack of access to credit, cheap
imports, insecurity and debt collection.
Findings revealed that respondents could not reach an agreement on competence in
project management and implementation and creating an environment where employees
are allowed to find solutions to problems during difficult situations. According to Osman
and Izet (2012), competence in project management and implementation is another skill
employees are required to possess to a certain level depending on the job position being
held. Good communication skills is another important skill at the work level in that an
employee is required to interact verbally with fellow employees and also customers. They
should also be able to resolve conflicts amicable and be flexible to changes in their areas
of work. Also due to technological advancement employees should be ready to change
with time and not be stuck in traditional approaches to work. Adoption of new ideas is a
huge step towards remaining relevant in the workforce.
It was established that respondents could not reach an agreement on employee
empowerment, training and talent nurturing and engaging in tailor made training that suits
the business. According to United States international trade commission (2010), an
executive team that upholds the value of team work and natured the culture of sharing
ideas were observed to have an edge over competitor SME’s. Proactive teams tended to
be more open to taking risks and creating and seizing opportunities of growth. Strong
teams seemed to offer the current crop of employees the job flexibility they needed to
function at their best.
It was revealed that respondents could not reach an agreement on technical skills
matching the demand of specific functions in the work place. According to Hysong
(2008), technical skills are critical to the growth and success of any organization. They
equip one with practical and specific guidelines to help one perform a particular task and
they may be acquired through training in a given field or education. These skills may
include accuracy, analyzing data, adaptability, ability to work under pressure, analyzing
problems, advising people, attention to detail, assembling equipment.
Findings revealed that a clear organizational structure reflecting clear functions and
responsibilities of each individual. According to O’Regan and Ghobadian (2004),
developing an internal organizational structure enables the leader of the firm to delegate
responsibilities for operational tasks to become more focused on strategic level. When the
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organization has many structures decision making may be slowed down hence the need to
flatten the organizational structure. Unlike in the profit business, volunteers are a normal
part of the non-profit making organizations but still their organizational structure remains
flexible by appointing them as needed (Stonehouse & Pemberton, 2002).
5.4 Conclusions
5.4.1 Management Practices that Impede the Performance of SME’s
Based on the findings it can be concluded that employees do not have the required skills,
SME’s have not invented the use of technology to operate their business. Moreover,
SME’s do not seeks finance in bank loans and government loans to expand the business
and are not serving markets outside the county.
5.4.2 Determine the Management Practices that Propel the Performance of SME’s
SME’s lack sustaining good customer relations and also do not participate in research and
development thus; being unable to meet customers demand, provide customers with
quality product and service respond quickly to changing customer needs.
5.4.3 To Explore Strategic Factors that Determine the Performance of SME’s
There is lack of clear organization structure that states clearly employees function and
responsibilities and enable employees embrace change easily and know their goals.
Employees do not have required skills thus, not being able to implement and manage
projects. SME’s also do not have attractive reward systems that will motivate employees
to work harder.
5.5 Recommendations
5.5.1 Recommendation for Improvement
5.5.1.1 Management Practices that Impede the Performance of SME’s
The study recommends that SME’s should invest in technology. Through this, they will
be able to monitors the employees activities, do a number of our business transactions
virtually interact with their customers and promote their products. SME’s should also
offer training and development programs to their employees so that employees could be
able to increase their skills and knowledge hence, increase performance.
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5.5.1.2 Determine the Management Practices that Propel the Performance of SME’s
SME’s should develop good customer relations strategy that will enable them respond
quickly to customers tastes and preference thus, create customer loyalty and attract new
customer, In addition they should also invest in other areas and introduce new exciting
products and have a better market presence than their competitors.
5.5.1.3 To Explore Strategic Factors that Determine the Performance of SME’s
This study established that SME’s should develop an organizational structure that will
empower and encourage employees to participate in decision making and to resolve
conflicts. Additionally, they should also ensure that employees have technical knowledge
and skills that they can use to perform their duties.
5.5.2 Recommendations for Further Studies
This study focused on contribution of the executive on the performance of SME’s.
However, the study was not exhaustive therefore; another research should be done in
another organization to determine other contribution of the executive on the performance
of SME’s.
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APPENDIX 1
QUESTIONNAIRE
This questionnaire seeks to collect data on the CONTRIBUTION OF THE
EXECUTIVE ON THE PERFORMANCE OF SME’S. Your honest response to the
questions will be highly appreciated. All responses will be treated confidentially and will
only be used for the purpose of this research.
SECTION A: DEMOGRAPHICS
1. Type of business
_______________________________________________________________
2. Location of Business
_______________________________________________________________
3. Years of Operation
_______________________________________________________________
4. Position in the company
⃝ Owner Manager ⃝ Owner

⃝ Manager

⃝ Partner

5. Type of business ownership
⃝ Sole proprietorship
company

⃝ Partnership

⃝ Private limited

⃝ Other Specify
___________________________________________________________
6. Gender of respondent
⃝ Male

⃝ Female

7. Age
⃝ 16-20
over

⃝ 21-24

⃝ 25-29

⃝30-34

⃝ 35-39

8. Level of education
⃝ Primary education
⃝University

⃝ Secondary education
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⃝ Collage

⃝ 40-

⃝ Masters
9. Professional training
_______________________________________________________________
___
10. We operate the business on a full-time basis?
⃝ Yes
⃝ No
b.) If no, how many days/hours a week do you operate your business?
_______________________________________________________________
___
11. What is the amount capital investment in your business?
⃝ 20,000- 50,000
⃝ 51,000 – 80,000
⃝ 81,000 – 110,000
⃝ 111,000- 150,000
⃝ Over 151,000
12. How many employees do you have in your business?
⃝ 1-5

⃝ 6-11

⃝ 12-17

⃝ 18-23

Over

SECTION B: Management Practices that Impede the Performance of SME’s
2.2 Kindly rate your level of agreement on the following statements strongly disagree,
Disagree, Neutral, Agree and strongly agree

Variable
2.2.1 The survival of our business is threatened by
bigger competitors
We research on our competitors
We have working strategies for staying ahead of
competition
Our business mostly suitable for the local market
alone here
We rely on our profits for expansion
We are currently servicing loans for this business
We intend to seek finance in bank loans and
government loans to expand the business
We mostly rely on global information on
business development to inform our actions in
business
We mostly rely on information on our local
competition to inform our actions in the business
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N

A
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We mostly rely on our internal input to inform
our actions in business
I am/We are members of business associations
locally
I am/We are members of business associations
internationally
We participate in trade fairs and exhibitions
locally and in the country
We collaborate with other related business
We are currently serving markets outside Kenya
We are currently servicing markets outside the
county
2.2.2 We have invested in technology and internet
I have competitive technical and computing skills
We do a number of our business transactions
virtually
We use social media as a marketing tool
We often market our business using traditional
media such as brochures, posters, hand bills and
radio/TV
Our employees have background training in
information technology and computing skills
Security concerns in carrying out virtual
transactions concern me
2.2.3 We are able to monitor the activities of our
employees on a technological platform
Our day to day operations in the business are
scheduled
We keep records of company activities routinely
2.2.4 Our employees have the skills required for this
business
I participate in trainings to improve my skills
appropriately towards the expansion of this
business
SECTION C: To Determine the Management Practices that Propel the Performance
of SME’s
2.3 Kindly rate your level of agreement on the following management practices from
strongly disagree, Disagree, Neutral, Agree and Strongly agree
Variable
SD

2.3.1 I think that engaging in international business
enhances the growth of an SME
Collaborating with an international company
could significantly increase our success as an
SME
SME owners with experience from overseas tend
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to run more successful enterprises
Groups of companies have an advantage in our
local market
2.3.2 Companies that engage in research have more
success in business.
Competitors who often introduce new exciting
products have a better market presence than we
do.
We have a sufficient customer support system to
keep our clients engaged and meet our customers’
needs
2.3.3 Sustaining good customer relations is difficult for
us as a small business
A lack of adequate customer relationship
department has on some occasions made us lose
clients
Sometimes we have lost customers or for being
unable to meet their expectations
Sometimes we are unable to agree to customers’
high demands due to the cost implications and
risk involved in sustaining this small business.
The quality of our products/ service delivery
often fluctuates as a result of changes in
personnel and other factors in the supply chain.
Being at a learning phase in the business, we
sometimes have challenges in maintaining
consistency
We study and respond quickly to changing
customer needs
We prefer to take time before responding to
changing customer needs which sometimes weigh
heavily on the business.
SECTION D: Explore Strategic Factors That Determine the Performance of SME’s
2.4 Kindly rate the level of importance on the following strategic factors that determine
the performance of SME’s. Tick appropriately from Very Unimportant, Unimportant,
Neutral, Important, Very Important.
Variable

Very
Unimportant

2.4.1 Access to customized financial products
High standards of customer service
Creating an environment where
employees are allowed to find solutions
to problems during difficult situations
2.4.2 Engaging in tailor made training that
suits the business
Employee empowerment, training and
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Very
Important
Unimportant

Neutral

Important

talent nurturing
2.4.3 A clear organizational structures
reflecting clear functions and
responsibilities of each individual
An attractive reward system for human
resource
Flexibility in embracing change
2.4.4 Technical skills matching the demand of
specific functions in the work place.
Competence in project management and
implementation
SECTION E: Effects of Performance of SME’s

Variable
SD
Survival of our business is threated by bigger
competitors
Access to customized financial products
Participating in international business
enhances growth of SMS’s

THANK YOU
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