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ABSTRACT 

This study aimed at understanding the nature and effectiveness of strategies developed by 

Nairobi SMEs to expand their market and promote their business. Three objectives were 

formulated: to determine what growth strategies Nairobi SMEs employed to attract and 

maintain their customers, to examine their advertising techniques, and to determine the 

effectiveness of their growth strategies. The study employed a descriptive design as it 

sought to determine the state of growth strategies employed by Nairobi SMEs. A total 

number of 100 questionnaires were distributed to targeted respondents, and 78 were 

returned and processed for data analysis and report. Analysis of data was done through 

the Software Package for Social Sciences (SPSS) version 20, and Microsoft Excel 

2007.This study revealed that the seven most employed growth strategies by Nairobi 

SMEs were diversification, product development, differentiation, effective customer 

service, focus strategy, market development and geographic expansion.  Another key 

finding of this study was that SMEs employed different sets of advertising techniques 

depending on whether they were service-based, product-based or service and product-

based. On the basis of the findings yield by this survey, the researcher suggests the 

following three recommendations: Nairobi SMEs should consider building business 

partnership through international franchising which will enable them to build an 

advantageous competitive positioning. They should also focus their growth on intangible 

assets such as intellectual and human capital. Finally the use of television and radio 

advertisements should enable Nairobi product-based SMEs to effectively reach 

customers.  
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND TO THE STUDY 

Introduction 

 

Globally, it has been established that business has a critical role to play in economic, 

political and social development. Thus, economies in all countries take in many sectors 

including small and medium enterprise (SME) sector whose particular contribution to 

national and international development is no longer questionable. In Kenya, the 

importance of this sector has been clearly demonstrated by several attempts by the 

government to unlock the potential of SME sector. In 2006, the government launched a 

five-year plan the “Private Sector Development Strategy” whose goals among others 

were to create a healthy business environment, smoothen the progress of economic 

growth through trade and expansion, and sustain entrepreneurship and indigenous 

enterprise development (Government of Kenya , 2008).  

In 2008, the Ministry of Industrialisation issued its five-year strategic plan with special 

attention to the goals stated above, particularly the promotion of the development of 

micro, small, medium and large enterprises (Ministry of Industrialisation, 2008). This 

confirms the fact that SME sector plays a vital role in the Kenyan economy. However, 

despite the variety of initiatives undertaken so far and some perceptible positive 

outcomes, Kenyan SMEs are still experiencing difficulty to grow and move from the 

start-up stage. Several empirical studies have pointed out a set of reasons that could 

explain the lack of effectiveness in the sector. However, the bottom line is that the failure 

of SMEs in Kenya is caused by external factors such as competition, insecurity, and 
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unfavourable tax system as well as internal factors such as lack of capital, lack of 

management skills to meet customer needs and innovate (Economic Commission for 

Africa, 2000). Consequently in order to promote a ground for success of SMEs, this 

paper sought to assess the effectiveness of growth strategies employed by SMEs, 

particularly in Nairobi City. 

Background to the Study 

 

The growth of SMEs has become a subject of great attention for the last decade by the 

Kenyan Government. There has been increased awareness on the potential of SMEs to 

foster “growth, employment creation, income generation; poverty reduction and 

industrialisation” (Wanjohi, 2011, p. 2). As SMEs grow in expanding their business and 

exploiting new market opportunities, they become key players in the economic 

transformation of the country (Onugu, 2005). There are several successful experiences 

that have contributed to giving special focus on the development of SMEs.   

In 2010, International Finance Corporation (2010, p. 6) reported that “in high-income 

countries and some middle-income countries, the SME sector accounts for over half of 

the national output”. For instance, in Ghana, SMEs are believed to contribute up to 70 % 

of the GDP; in South Africa they represent 52% to 57% of the GDP (Abor & Quartey, 

2010). To increase their business performance, SMEs in these middle income countries 

have employed several growth strategies. Reporting on Success Stories of  Malaysian 

SMEs, Sin (2010) notes the following strategies which enabled Malaysian manufacturing 

SMEs to successfully penetrate global markets: rapid expansion in production in 

responding to the strong demand and higher prices for iron and steel products in the 
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export market; high investments in new machinery such as precision machining and 

tooling, process and product engineering, and automation which increased their 

production  capabilities to meet global market requirements;  promotion of the company, 

its products and services as well as understanding market needs and customer feedback 

(Sin, 2010). Studies have shown that, “with a growth strategy a business seeks to expand 

its market”, (Burges, Sellitto & Karanasios, 2009, p. 92). Apart from entering new 

countries’ markets or building strategic alliances, SMEs in these middle-income countries 

have stressed on developing new products to serve new specific market segments 

(Cherunilam, 2007).  

In order to promote a strong and growing enterprise sector in 2006, the Government of 

Kenya formulated the Private Sector Development Strategy (PSDS) and its 

Implementation Plan (PIP) which are both five-year national plans whose objectives 

among others were to facilitate graduation and evolution of enterprises and to broaden 

MSME representation in business associations (Government of Kenya , 2008).  Several 

positive repercussions were noted at the end of the PSDS implementation in 2010 such as 

a dynamic, growing and financially sound private banking sector which has recognised 

the importance of SME banking for their future expansion (Guitard, 2008); improvement 

in electricity supply and road infrastructures.  

In Kenya, generally four criteria have been used to define SMEs in accordance with the 

Micro, Small and Medium Enterprise bill (2009): number of employees, the company’s 

annual turnover, investment in plant and machinery, and registered capital particularly for 

manufacturing SMEs (International Monetary Fund (IMF), 2007). SMEs in Kenya have 

hindering characteristics which are similar to those faced by SMEs in other regions of the 
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world, though at different levels of intensity. The literature about the Kenyan SMEs 

reveals the following persistent issues: lack of managerial capability to develop 

appropriate proposal that would make it possible for the SME’s to get sound financial 

grants from both the government and banks; difficulty to identify special niches that yield 

amazing profits; unfavourable taxation system (IMF, 2007),  weak SME associations and 

dubious SME-support programmes such as Kazi kwa Vijana, Youth Enterprise 

Development Fund, Women Enterprise Development Fund with questioning funds 

disbursement modalities (Parliamentary Service Commission, 2010). 

Writing on SME Policy in Kenya: “issues and efforts in progress,” Wanjohi (2011) notes 

that Kenyan SMEs still have a long way to go in order to become stable and fully 

supported by the government. Despite some noticeable changes in the Kenyan business 

environment, there are still many challenges that undermine the success of Kenyan SMEs 

and compromise their chances to grow and become sustainable. According to the Kenya 

Institute of Management (2011) SMEs only contribute 18% to the Kenya GDP. A survey 

conducted by the Kenya Bureau of Statistics in 2007 reports that three out of five 

businesses started in the country collapse in the first few months (Bowen, Morara, 

&Muriithi, 2009). 

Nairobi, the Kenyan capital city is one of the five most economically active cities of the 

country along with Mombasa, Kisumu, Nakuru and Eldoret (Kenya-Advisory.com, n.d).  

The following are the main business industries in Nairobi as classified by the City 

Council of Nairobi: (1) General Trade, Wholesale, Retail, Stores, Shops, Personal 

Services, (2) Transport, Storage and Communications, (3) Agriculture, Forestry and 

Natural Resources Extraction, (4) Accommodation and Catering, (5) Professional and 
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Technical Services, (6) Private Education, Health and Entertainment Services, (7) 

Industrial Plants, Factories, Workshops, Contractors (Bowen et al., 2009). 

In its efforts of achieving the development private sector, the government of Kenya has 

made a noticeable move towards supporting small businesses. According to the 

Parliamentary Service Commission (2010), this sector with immense financial needs 

which are far greater than the allocated budgetary funds, has been largely ignored in 

favour of formal sector, but in the 2010/2011 budget, the sector has seen Kshs.3.8 billion 

being allocated to support growth of SMEs (Parliamentary Service Commission, 2010). 

By all means, this amount is regarded as a drop of water in the ocean in comparison with 

the persistent investment needs experienced by SMEs.   

Problem Statement 

 

Analysing the 2010/2011 budgetary fund allocated for SMEs, Wanjohi (2011, p. 2) states 

that “as if to fill the much-felt SME gaps” the government has initiated other programmes 

such as Jitihada Business Plan Competition in order to “seek to identify growth oriented 

and innovative business ideas that can be nurtured into vibrant and sustainable business 

enterprises”. Business plan competition and other scrutinizing procedures of support 

programs to small businesses, as well as the industrial challenges that SMEs were facing, 

confirmed the need for them to have a clear growth focus as it became critical for their 

survival both in raising funds, expanding their market, and escaping from the high failure 

trend of Kenyan SMEs. Clear growth strategies were also used by Kenyan commercial 

banks as part of credit scoring model to assess whether or not small or medium 

enterprises would be granted a loan (The SME Report, 2011). 
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Several studies focused on identifying the challenges faced by Nairobi SMEs, but little 

was published about the effectiveness of growth strategies they employed. This study 

sought thus to cover this gap by identifying the strategies SMEs in Nairobi employed in 

expanding their market and promoting their business. Thus strategies of both successful 

and unsuccessful SMEs were highlighted. 

Purpose of the Study 

 

The main purpose of this study was to understand the nature and effectiveness of 

strategies developed by Nairobi SMEs to expand their market and promote their 

businesses. It also sought to identify the type of financial instruments mostly employed 

by SMEs in Nairobi as they financed their operating and investment activities. 

Objectives of the Study 

 

This study aimed at three critical objectives:  

1. To determine what growth strategies Nairobi SMEs used to attract and maintain their 

customers; 

2. To examine advertising techniques Nairobi SMEs employed to promote their       

businesses. 

3. To determine the effectiveness of growth strategies applied by SMEs in Nairobi. 

Research Questions 

 

This study was guided by three research questions as follows: 

1. What strategies did SMEs in Nairobi use to attract and maintain their customers? 

2. What advertising techniques did SMEs in Nairobi use to promote their business? 
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3. How effective were the growth strategies employed by SMEs in Nairobi? 

Justification of the Study 

 

Growth strategies employed by SMEs had to be studied for at least a couple of reasons. 

First, the knowledge obtained by the SMEs on the strategies they were employing as a 

means for expanding their market, and/or increasing their profit, enabled them to evaluate 

their effectiveness and evaluate their practices across the country. Second, studying 

growth strategies in Nairobi was justified by the fact it is the largest Kenyan city and as 

the capital city it represented all categories of SMEs which existed in the country with 

their specific characteristics. This eased inference of the findings of the research to all 

Kenyan SMEs.  

Significance of the Study 

 

This study is important to various constituencies: future entrepreneurs, SMEs’ owners, 

consulting firms, and the ministry of trade. Future entrepreneurs can learn about 

shortcomings of their predecessors and what strategies best suit the Kenyan environment 

in order to build high profit businesses. Business owners can get better understanding of 

their venture and the challenges they face as well as the courses of action they need to 

implement in order to manage these challenges. Consulting firms can gain more insight 

about management practices employed by Nairobi SMEs which in turn, will improve 

their effectiveness in providing Nairobi SMEs with business guidance. 

Assumptions 
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Nutens and Rubinson (2002; as cited in Cottrell & McKenzie, 2005, p. 85) state that “an 

assumption is a condition that is taken for granted and without which the research will be 

impossible”.  

Assumptions are based either on particular beliefs or findings of previous studies. In this 

study, the researcher identified three assumptions:  

1. Growth strategies employed by Nairobi SMEs were not customer-oriented which led to 

their failure. 

2. Nairobi city SMEs did not seek further market opportunities beyond their business 

locality. 

3. Nairobi high growth SMEs were those which served niche markets.  

Limitations and Delimitations 

 

According to Berg and Latin (2007, p. 42) “limitations are events that may interfere with 

the results of the study and that the researcher cannot control”.  In this study, the 

researcher identified three limitations as follows: lack of knowledge of Kiswahili, 

personal bias of respondents and negative responses from accessible enterprises 

(Gacheru, 2003). 

Lack of knowledge of Kiswahili: the administration of questionnaires and interviews 

required the knowledge of Kiswahili in order to effectively interact with SMEs’ owners 

or managers. It is not rare to meet a Kenyan who feels uncomfortable communicating in 

English, particularly in the context of SMEs. This became a matter of great concern since 

the researcher did not know Kiswahili. The researcher employed four research assistants 
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who could effectively communicate in English and Kiswahili. To avoid translation error 

when communicating with respondents, a translated questionnaire was made available to 

the research assistants. This way, the researcher was able to get the views of the target 

respondents despite their level of education. 

Personal bias of respondents: generally, respondents tend not to be fully honest in 

responding the questionnaires especially when they assume that the information being 

asked is very personal or confidential for the enterprise. To cope with this limitation, the 

researcher ensured the respondents that the information was strictly used for research 

purposes and they would be kept confidential and presented in collective forms. 

Negative responses from accessible enterprises: researches have shown that it is difficult 

to get 100% response rate since no research is perfect (Marlow, 2010). The researcher 

expected some enterprises to turn down the questionnaire. However the researcher 

ensured to use follow-up techniques such as follow-up letters and calls to obtain an 

acceptable response rate.  

Definition of Terms 

 

According to Berg and Latin (2007, p. 42) “certain terms because they have multiple 

meanings, should be defined as they will be used in a particular study”. In general terms 

which are operationally defined are considered as variables which are in the research 

purpose statement, research questions or hypotheses (Cottrell & McKenzie, 2011, p. 85). 

Thus the researcher defined the following key terms: assessment, growth, strategy, SME, 

market and challenges 
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Assessment: Systematic process of gathering and analyzing information about the 

performance of a program (Brent & Nolfi, 2010).  

Growth: An increase in magnitude of tangible and intangible assets of a business (Pearce 

II & Robinson, 2009).  

Strategy: The means used to achieve business objectives (Witcher & Chau, 2010). 

SMEs: Small and Medium Enterprises whose number of employees was less than 100 

and which were formally registered as an enterprise and had an apparent potential to 

grow (Spence, 2010).   

Market: total number of actual and potential customers of an enterprise which were 

willing and able to continuously buy the product or services of the enterprise (Armstrong 

& Kotler, 2008). 

Challenges: These were problems or situations which compromised the sound ongoing 

activities of the business or enterprise. They could be either from external or internal 

sources (Jerome & Easy, 2003).  

Summary 

 

This chapter introduced the state of the business situation in which Kenyan SMEs 

operated, particularly those located in Nairobi. The problem under investigation in this 

study was spelt out as SMEs were forced to have clear growth strategies to cope with 

their industry challenges and benefit from the government and banks’ financial support. 

Guiding questions and assumptions were formulated to understand the growth strategies 

employed by Nairobi SMEs in expanding their market and attempting to get loans from 
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the government and banks. Consequently this chapter explained how useful the findings 

of the investigation would be to future investors, small business owners, consulting firms 

as well as the ministry of industrialisation.  
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CHAPTER TWO 

LITERATURE REVIEW 

Introduction 

 

The need for well performing companies has been experienced by numerous stakeholders 

who have engaged in empirical and normative research in order to discover and derive 

best ideas and practices to successfully start, manage, lead and transform enterprises. In 

this adventure, researches have resulted in enriched and abundant series of frameworks 

which facilitate the analysis of enterprises, their external and internal environment, their 

contribution to the fulfilment of the owner’s vision and dream, the provision of problem-

solving guidance as well as enrichment and reconfiguration of existing frameworks. In 

this respect there are a number of models which have been developed for both small and 

large enterprises with various areas of interest, which all together address specific aspects 

of management of large and small enterprises.  

The purpose of this chapter was first, to gather and analyze in a comprehensive manner, a 

significant amount of available theoretical and empirical information which tackles every 

aspect of organisational growth and related theories as applied by small and medium 

enterprises; second, to identify areas of ambiguity, uncertainty and imprecision which 

should be researched on with reference to the three research objectives of this study. 

Consequently, the researcher zeroed-in on the following seven points: (1) definition and 

significance of the concept of growth, (2) growth strategies, (3) adverting techniques for 

growth (4) Nairobi SMEs going regional, (5) lessons drawn from the wide African 
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region, (6) Kenyan business environment, (7) key facts and institutions on behalf of the 

Kenyan SME sector, (8) assessment of growth strategies and (9) conceptual framework. 

Definition and significance of the concept of growth 

 

Melfi, Alley, and Permar (2000, p. 24) define growth as an “increase in the weight and 

spatial dimensions of an organism or organ”. This definition describes the concept of 

growth from anatomical perspective of a living being, and emphasizes on the 

development of the physical structure of his/her/its organism.   In this case, growth is an 

observation or a consequence. This consequential perspective of defining growth has 

been employed widely regardless of the field of consideration. For instance Jones (2006, 

p. 72) defines economic growth as “a positive change in the level of production of goods 

and services over a period of time”. Economic growth is also defined as “the long-term 

increase in income or output” (Jain, Khanna, & Sen, p. 2).  

Bermont (2006) describes business growth as a result of summing together ‘you’ and the 

‘customer’ through marketing activities. Bermont defines these marketing activities as a 

series of planned and unplanned positive connections with the customers. Positive 

connections are thus considered as any communication you make with someone outside 

your business that could lead to a sale (Bermont, 2006). However when a communication 

with an existing or new customer actually weakens your relationship with them, such a 

communication is considered a negative connection.  According to Bermont 

(2006)examples of planned connections include advertising, promotional marketing, 

internet marketing, direct email and direct sales calls, while unplanned connections are 

responses you make unexpectedly “when someone else contact you through the mail, 

Daystar University Repository

Archives Copy



 

14 
 

internet, by phone or fax”. Thus for the author, business growth is the increase of sales’ 

volumes as a result of increase of positive connections i.e. communications with outsiders 

which turn into sales.  

The consequential perspective of defining growth leads to the identification of several 

forms of growth, where growth is interpreted as a result, an outcome or output of 

previous efforts and synergies which have been processed through courses of action. In 

this context, Pearce II and Robinson (2009) state that there are several forms of growth 

which are growth in market share, in the variety of products offered, in number of 

markets served, and in technologies that are used to produce goods or services. Other 

forms of growth include development of new retailing strategies, acquisition of other 

internal retailing companies via integration, diversification or joint-ventures (Pearce II & 

Robinson, 2009). 

Growth and intangible assets 

 

The above definitions of growth emphasize the increase of tangible assets of a company. 

These tangible or hard assets refer to “the firm’s financial assets and physical assets such 

as plant and equipment, land and location” (Doyle, 2008, p. 229). However, Fisk (2008) 

in his investigation on ‘Business Genius’, states: 

Today’s business is based on its brain rather than its brawn. The most valuable 

assets in a business are no longer hard things but the softer attributes, the more 

subtle or intellectual aspects of business that are hard to copy (p. 378). 

Thus business growth concept should refer to further aspects rather than the hard 

(perceptible) dimensions of the business.  Therefore, if the most valuable wealth of a 
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business resides on its intangible part today, then business growth should be defined from 

a new perspective, a perspective which defines growth as an intangible asset.  

According to Salojarvi et al. (2005), intangible assets and intellectual capital are 

synonymous. There are three main types of intangible assets or intellectual capital 

(Thomas Stewart, as cited in Fisk, 2008): human capital, customer capital and structural 

capital, where human capital represents “the talent that lays in your employees- the 

knowledge, skills, experience and ideas inside people’s heads”; customer capital 

describes “the relationship you have with your customer- and the positive reputation and 

advocacy they have for you”; and structural capital refers to “the retained knowledge in 

the organisation in its databases and manuals-technical data, process maps, products 

patents and publications.”  

Bozbura (2007, p. 209) surveyed on Knowledge management practices in Turkish SMEs” 

and found that “Turkish SMEs do not like to share knowledge even within the company. 

The managers are afraid of losing the control of knowledge”. Since SMEs managers 

“close the information channels, they also prevent the incoming knowledge” (Bozbura, 

2007, p. 209). According Desouza and Awazu(2006, p. 32)“SMEs do not manage 

knowledge the same way as larger organisations”. Nunes, Annansingh and Eaglestone 

(2004) state: 

While SMEs, including knowledge intensive ones, acknowledge that adequately 

capturing, storing, sharing and disseminating knowledge can lead to greater 

innovation and productivity, their managers are not prepared to invest the 

relatively high effort on long term knowledge management goals for which they 

have difficulty in establishing the added value. Thus, knowledge management 
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activities within SMEs tend to happen in an informal way, rarely supported by 

purposely designed ICT systems (p. 101). 

 
Based in the intangible asset perspective, Pearce II and Robinson (2009)define the 

concept of growth as ‘ability to do’ with respect to five of the main functions of the 

modern company i.e. marketing, production, finance, human resource (personnel), and 

research and development. Consequently, from a marketing viewpoint they state that 

growth is the “ability to establish brand recognition, find niche, reduce price, solidify 

strong distribution relation, and develop new channels”; from production viewpoint, 

growth is defined as the “ability to add products variants, centralize production, or 

otherwise lower cost; ability to improve product quality; seasonal subcontracting 

capacity”; from finance viewpoint, the “ability to finance rapid change, to have net cash 

outflows, but increasing profits; resources to support product improvements”; from 

personnel  viewpoint, it is defined as the “existence of an ability to add skilled personnel; 

motivated and loyal workforce”; and finally from engineering and research and 

development viewpoint, it is defined as “skill in quality and new feature development; 

ability to start developing successor product” (Pearce II & Robinson, 2009).  

Growth and structure 

 

Ferrell, Hint, and Ferrell state that “a suitable structure can minimize a business cost and 

maximize its efficiency” (2009, p. 234). Now, efficiency has to do with cost or time 

reduction in designing a product, manufacturing it, distributing it and selling it. 

Consequently, efficiency improvement is positively related to growth in general and 

specifically to the increase of revenue and profitability improvement. Reason why, with 
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reference to this contribution of structure to efficiency, the authors furthermore state that 

“growth requires organizing” that is structuring by hiring people, adequate people who 

have specialized skills (Ferrell, Hirt, & Ferrell, 2009).From this argument, it appears that 

when an enterprise grows it needs an adequate structure to accommodate its growth and 

sustain it. Moore, Petty, Palich, and Longenecker (2010) in their book “Managing Small 

Business: An entrepreneurial Emphasis” suggest a four-stage model for small business 

growth: one-person operation (stage 1), player-coach (stage 2), intermediate supervision 

(stage 3), formal organisation (stage 4) as shown in figure 2.1. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. 1 Organizational stages of Small Business Growth 
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The authors advocate that most businesses follow the above four stages in the growth 

process, though some businesses directly start from stage 2 or 3. There are several 

strengths which could be identified in this model. First, the model describes the person or 

business founder as the epicentre of the business. During the three first stages, the 

business cannot go on without the founder (Moore et al., 2010). The founder engages his 

knowledge, energy and know-out continuously to ensure the business ongoing.  

Second, the model alerts business owners on the types of skills needed as the business 

grows. According to the authors, founder’s doing skills are extensively required in the 

two first stages (one-person operation and player-coach) (Moore et al., 2010). As the 

growth goes on, doing skills are less needed to the profit of managing skills (stage 3 and 

4). However, Moore et al.(2010, p. 503) argue that “managers who have strong doing 

skills often have weak managing skills”. In his book “leadership: theory and practice”, 

Northouse (2007) identifies three types of skills: technical skills, human skills and 

conceptual skills; where technical skills refer to “the knowledge about and proficiency in 

a specific type of work or activity”; human skills refer to the “knowledge about and 

ability to work with people” and conceptual skills refer to “abilities to work with ideas 

and concepts” (Northouse, 2007, pp. 40). 

The third strength to be noted is that this model shows that as the enterprise grows, its 

management becomes more complex due to the increase of management layers 

(specifically at stage 3 and 4). This confirms the author’s assumption that business 

founders are usually not good managers when it comes to formalisation of their 

businesses (Mooreet al., 2010). However there are also several weaknesses to the model. 

The first one is that the model limits the concept of growth to the physical size of the 
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enterprise i.e. the number of employees. This would imply that organisations which do 

not increase in number of employees do not grow.  

The second weakness of the model is that Moore et al. (2010) do not explain how a 

business do to move from stage one to stage four. Consequently, there is a need to 

research on what are the growth drivers of small businesses, particularly Nairobi city 

SMEs through this growth model and how they do to go through the entire process. For 

the same purpose, it becomes essential to investigate whether small businesses do also 

use other forms of growth (intangible perspective).  

Pearce II and Robison (2009) identify five main organisational structures which are 

simple organisational structure, functional organisational structure, divisional structure, 

matrix structure and product team structure. The analysis of the authors’ work reveals 

that the following are the main drivers for creating an organisational structure: the scope 

of the firm’s activities, increased demand for the company’s products or services, need 

for specialisation to build competitive advantage; diversification of products/services 

lines, utilisation of unrelated market channels or service to heterogeneous customer 

groups; need for efficiency in time and resource allocation for large companies; and 

needs to avoid deficiencies of permanently established matrix structure .  

The authors’ description of the above model shows that organisational structures are 

naturally inspired by the situational and technical constraints which require a company to 

structure itself accordingly. In order to illustrate this, the authors employ an example of a 

micro business which successfully reaches an increased demand for its products or 

services, and employs 15 to 25 people to work for it. Then it will “experience a need to 
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have some people handle sales, some operations, and a financial accounting person” 

(Pearce II & Robinson, 2009, p. 341); thus, it will need more focus on different functions. 

Therefore, it will require more than a simple organisational structure. Hence, the 

approach used by Pearce II and Robison about structure of an organisation, suggests that 

as a company grows, it also moves through the five organisational structures. However 

the authors do not conclude whether some of these structures cannot be used by particular 

companies specifically SMEs. 

Finally in his article “organisational theory and behaviour” Walonick (1993) reviews 

several organisation life cycle models and finds out that they concern birth, growth, 

maturity and decline. Consequently, he argues that “organisational growth does not 

continue indefinitely” (Walonick, 1993, p. 6). Though Walonick proposes the reason for 

this upper growth limit, he does not provide the answer on ‘when’ this occurs. It is 

therefore necessary to investigate ‘when’ SMEs life growth reaches the turning point.  

Growth and Financial Instruments 

 

In his study on “Challenges in Accessing Finance for Growth-Oriented Small and Micro 

Entrepreneurs in Tunisia”, Mansouri (2011) identified internal finance and capital 

structure among the determinants of growth of SMEs in Tunisia. According to Bhaird 

(2010, p. 166), “firm’s characteristic variables such as firm age, size, asset structure, 

profitability, risk ... are significant determinants of capital structure”. A survey of over 

1600 US manufacturing firms by Carpenter and Petersen revealed that that growth was 

constrained by lack of internal finance (Carpenter & Petersen, 2002; as cited in Watson, 

2010). This internal finance is generally generated by accumulated profits and is the main 
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source of two thirds of businesses in major capitalist economies (Grahl, 2009). However 

in the same study conducted by Carpenter and Petersen (2002; as cited in Watson, 2010), 

it was found that “ventures that received external capital achieved statistically 

significantly higher sales and employment growth (compared with ventures without 

external capital)”.  There seems thus to be a relationship between the type of financial 

instruments employed and the business growth.  

Growth Strategies 

 

A company which intends to growth has a wide range of alternatives which can be used 

for growth purposes. A survey conducted over 140 SMEs on growth and strategic focus, 

revealed that the following growth approaches were employed: involvement in 

acquisition (24/140), new markets (121/140), improving competitiveness (88/140) and 

new product development (90/140) (Oswald & Fiona, 2003). These strategies actually 

build on Ansoff product/market matrix which is one of the most popular business growth 

models as described below. 

Ansoff Product/Market Matrix 

 

Ansoff matrix helps analyse growth opportunities which come a business’ way. “Ansoff 

model works on the basis that to deliver growth, a company must decide how and where 

it needs to compete: in current or new markets and through existing or new products” 

(Lester, 2009, p. 51). The model comprises four growth major strategies as depicted in 

figure 2.2: market penetration, product development, market development, and 

diversification.  
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Existing products New products 

 

 

Existing 
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Intensifying market development, re-
launching products, imitation, cutting 
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(Market leadership) 

Product development 

New products, new product lines, 
new services and/or problem and 
system solutions. 

(extending the value chain) 

 

 

New 
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Market development 
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strata, new distribution channels, new 
uses for the products. 

(Realising economies of scales) 

Diversification 

New products for new markets 

 Vertical 

 Horizontal 

 Lateral  

(additional mainstay, risk 
balancing) 

 

Figure 2. 2 Ansoff product/market matrix  

Market Penetration 

Market penetration is a growth strategy which consists of seeking to “increase sales of 

existing products or services to existing markets” (Pizam, 2010, p. 426). According to 

Sinister(2011, p. 89)states that “market penetration strategy is the preferred route to grow 

for many businesses because it appears safe”. It focuses on selling more of the existing 

products or services to customers buying from the company and from rivals, and also 

focuses on future customers would need the product but still have not started consuming 

that product or service. When applying market penetration strategy, one should ensure 

that “only existing resources of the firm are used and no extra costs need to be incurred in 

setting up a new unit” (Bhasin, 2011, p. 78). 
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Market Development 

 

Market development strategy is a growth strategy in which a firm sells existing products 

or services in new markets. According to Berkowitz (2010, p. 57), “this strategy is 

followed when existing markets are stagnant in terms of growth and market share gains 

would be difficult to achieve because of strong, dominant competitors”.  

Product Development 

According to Khorowpour (2007, p. 246) “product development is selling new products 

in current market”.  Product development strategy is employed in circumstances where 

the existing market gets saturated; by developing new products for the same class of 

customer, the company encounters the falling or stagnant revenues and profit (Nielsen, 

2000).  

Diversification Strategies 

 

Diversification as a growth strategy refers to the development of new products or services 

for a new market. There are two basic forms of diversification strategies: related and 

unrelated diversification strategies (Hill & Gareth, 2007). In the Ansoff matrix 

terminology the two terms are called concentric and conglomerate diversifications 

respectively (Kazmi, 2008). 

Concentric or Related Diversification 

 

According to Hill and Gareth (2007, p. 344), concentric diversification “is the strategy of 

establishing a business unit in a new industry that is related to a company’s existing 

business units by some form of linkage or commonality. The relation with the current 
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company’s businesses is either in terms of customer groups, customers’ functions or 

alternative technologies (Kazmi, 2008). Concentric or related diversification helps 

expand business market by producing the same product or service for a completely 

different class of people (Flouris & Oswald, 2006).  

Conglomerate or Unrelated Diversification 

 

According to Zentes, Morschett, and Schramm-Klei (2011, p. 137) “conglomerate 

diversification refers to the offering of new products or services to new markets that are 

unrelated to the core business of the company”. Thompson and Martin (2010, p. 462) 

argues that “the strategy is regarded as a high risk, because the new technology, new 

market involved constitute unknowns and uncertainty”.  

Horizontal Diversification Strategies 

 

According to Helms, “horizontal integration occurs when a firm enters a new business 

(either related or unrelated) at the same stage of production as its current operations” 

(Helms, 2006). Thus horizontal diversification is a general term for both concentric and 

conglomerate diversifications.  

 In their book “Strategic Management: Formulation, Implementation, and Control”, 

Pearce II and Robinson (2009) discuss fifteen grand strategies nine of which are growth-

related strategies. These growth strategies are concentrated growth, product development, 

market development, innovation, horizontal integration, vertical integration, concentric 

diversification, conglomerate diversification, and joint-ventures. Pearce II and Robinson 

advocate that these grand strategies are vital to the achievement of long-term objectives 

Daystar University Repository

Archives Copy



 

25 
 

of a business and that any of them could be used as a growth drive by a single firm, and 

firms involved in several industries could combine several of these grand strategies 

concurrently. 

Concentrated growth is a growth strategy in which a company adopts a one-sided 

orientation in favour of one product which serves profitably one dominant market, with 

dominant technology (2009). When applying concentrated growth strategy, the firm 

allocates all its critical financial, human, technical and time resources to the particular 

market in order to outperform its competitors which spread their efforts in trying to 

master at the same time, a great number of products and market combinations. 

Concentrated strategy is similar to Porter’s generic strategy of focus in that concentration 

evolves focus on one target. Some of the conditions in favour of concentrated strategies 

are firm’s industry is resistant to major technological progression, and product is at late 

growth or maturity stage.  

Horizontal integration also called horizontal merger, is a growth strategy in which a firm 

acquires one or more similar firms which have similar production and marketing chain. 

Some of the benefits of horizontal integration are that it enables a firm to expand 

geographically, to increase market share. Vertical integration, on the other hand is a 

merge in which a firm acquires its suppliers (backward) or customers (forward). Besides 

the nine grand growth strategies discussed above, there are international franchising and 

international strategic alliances which also enable a firm to achieve its growth. 

According to Moore et al. (2010, p. 720)“international franchising:  is selling a standard 

package of products, systems, and management services to a company in another 
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country” whereas international strategic alliance refers to “a combination of efforts 

and/or assets of companies in different countries for the sake of pulling and sharing the 

risk of an enterprise” (Moore et al., 2010, p. 721). 

In their book “International marketing strategy: analysis, development and 

implementation”, Doole and Lowe (2008, p. 170) state that “SMEs typically have limited 

resources and so need to make difficult decisions about how to use their limited resources 

to grow the business”.  The authors revised the following four growth strategies and to 

find out whether they could be used by SMEs: market penetration, market development, 

product development and diversification. These four strategies are also called Ansoff 

growth strategies. They argue that generally growth of SMEs is perceived through 

increasing geographical coverage of an enterprise (market development) and product 

development (Doole & Lowe, 2008). However these two strategies are resource 

consuming and SMEs must thoroughly think of which one of the four will generate 

greater returns.  

Porter’s Generic Strategies Model 

 

Michael Porter developed another model which enables an enterprise to successfully 

compete in an aggressive industry. This model is known as ‘generic strategies model’. 

According to Porter (1980; as cited in Botten, 2009, p. 275) “there are three potential 

successful generic strategic approaches to outperform other firms in an industry”.  These 

are cost leadership, differentiation and focus strategies. According to Lewis, Goodman, 

Fandt, and Michlitsch,(2006, p. 108), Cost leadership implies being the lowest cost 

producer relatively to competitors; differentiation refers to offering products or services 

Daystar University Repository

Archives Copy



 

27 
 

that are different from those of competitors and focus strategy consists of “competing by 

targeting a specific and narrow segment of the market.” Nieuwenhuizen et al. (2009, p. 

25) also state that “it is anchored in a low-cost leadership or differentiation strategy”. 

They argue that focus strategy consists of focusing “on a specific product line or segment 

of the market that gives an organisation a competitive edge.”  

According to Analoui and Karami (2003), cost leadership is not attractive for SMEs 

since. A survey of 1500 small enterprises across Europe revealed that the companies 

which saw their sales or profits grow in the 1990s are those enterprises were those which 

had better or different products or services from competitors (Burns & Harrison, 1996; as 

cited in Analoui & Karami, 2003). Hence differentiation and focus strategy can 

effectively help an enterprise in need for growth (Barrow, Brown, & Clarke, 2004).  

Advertising techniques for Growth 

 

Shimp(2008, p. 182) defines advertising as “a paid, mediated form of communication 

from an identifiable source, designed to persuade the receiver to take some actions, now 

or in the future”. According to Bogges (2009, p. 102) “advertising, although often 

misunderstood works to sell more products as well to garner more customers”. There are 

several benefits that are can be obtained from effective advertising of the company’s 

product or services. These include creating demand, supporting salespeople, creating 

good image, helping introducing new products and increasing the sales of the existing 

products (Tulsian & Tulsian, 2005).  

Effective advertising activities help support the companied growth objectives particularly 

in terms of sales (Hutt & Speh, 2012). There are several types of advertising techniques 
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that can be used to promote the company’s sales. These include Newspaper, magazine, 

periodical, brochures, television, radio, e-newsletter, billboard, internet sites or blogs and 

social networks such as Twitter and Facebook (Longenecker, Moore, Palich, & Petty, 

2005). 

Nairobi SMEs going Regional 

 

Regionalisation refers to the process of having the same economic and political 

exchanges, except in a regional context (Dixon, 2006, p. 69).It is also defined as “the 

setting up of geographically dispersed operating units or strategic business units (SBUs)” 

(Longford & Male, 2008, p. 222). Longford and Male further state that growth and 

expansion are the two main drivers for regionalisation of a company.  

There are several other variables which determine the enterprise decision of going 

regional. According Srinivasan and Archana (2009, p. 12) the main determinants are sunk 

costs, foreign ownership, size of the firm, research and development, wages, labour 

productivity, selling costs, energy intensity, capital intensity, profit intensity, import 

intensity. 

A variable such as sunk costs determine the decision for an enterprise to go regional in 

two ways at least: the scale of costs and static nature of costs. Such costs include “the 

cost of collecting information about demand conditions abroad or cost of establishing a 

distribution system and service network, and cover also the costs of launching product or 

brand advertising and any entry-related costs (Srinivasan & Archana, 2009). In regard to 

the fact that these costs cannot be recovered or refunded once incurred, they influence the 

enterprise decision to go regional. The greater the costs, the less motivated the decision 
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particularly when the company’s regionalisation strategy consists of expanding the 

production and selling facilities.   

A variable such as foreign ownership is also a determinant in the sense that when the 

company is owned by foreigners or has majority capital participation from foreigners, it 

has more proficiency about going regional or international because of the experience of 

the owners (Srinivasan & Archana, 2009). According to a research conducted by Indian 

Council for Research on International Economic Relations, the rate of foreign 

participation was 30.85 in exporters group, whereas in the group of non-exporters the rate 

was 16.22 (Srinivasan & Archana, 2009). 

Regional trade defers from international trade in several preferential treatments such as 

the possibility of inward investment flows, cross border investment, and removal of non-

tariffs barriers on intra-regional trade (Mugisa, Onyango, & Mugoya, 2009). 

The Protocol on the establishment of the East Africa Community Customs Union 

(EACCU), states in its article 3 the following objectives for the community: 

 Further liberalisation of intra-regional trade in goods, on the basis of mutually 
beneficial trade agreements among the Partner States; 

 Promotion of efficiency in production within the Community;  

 Enhancement of domestic, cross-border and foreign investment in the community; 
and, 

 Promotion of economic development and diversification in industrialisation in the 
community (Mugisa et al., 2009, p. 7). 
 

The above framework of objectives and preferential treatments of trade highlights several 

points which credit the strategy of going regional with promising returns. Besides the 

political and economic preferential treatments in regional trade, the physical and 

geographical constraints as well as the magnitude of start-up costs trim down the strategic 
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intent of going regional. Fortunately, today’s development of the Internet and ICT has 

created new opportunities within the business regionalisation strategies. These internal 

opportunities are driven by the Internet and the speed of actions, deliberations, and 

information. Pearce II and Robinson (2009) argue that there is a need to create virtual and 

agile organisational structures which make organisations ‘boundary less’.  The authors 

distinguish four types of boundaries which are horizontal boundaries, vertical boundaries, 

geographic boundaries and external interface boundaries (Pearce II & Robinson, 2009). 

Horizontal boundaries are “boundaries between different departments or function in a 

firm”; vertical boundaries refer to boundaries between operations and management, and 

level of management; geographical boundaries involve boundaries between different 

physical locations, between countries or regions of the world (even within a country) and 

between cultures; and finally internal interface boundaries are boundaries between a 

company and its customers, suppliers, partners, regulators and competitors (Pearce II & 

Robinson, 2009). The boundary less concept is not only based on the need for time and 

cost saving in task achievement, but also the need of transcending the traditional locally-

based business (Pearce II & Robinson, 2009). This is done by business-to-business (B2B) 

strategies and business-to-consumer (B2C) strategies.  

According to Ferrell, Hirt, and Ferrell (2009, p. 552) B2B is the “use of the Internet for 

transactions and communications between organisations”, whereas B2C is “delivery of 

products and services directly to individual consumers through the Internet”. Therefore, 

to avoid barriers related to entry and installation charges, companies thinking to employ 

regional growth strategies can use virtual platforms and webs-based business approach to 
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advertise themselves, attract clientele, make sales and  perform online payment and 

online service delivery (provide experience from other countries or other SMEs).   

In his book “Strategy, Organisational Effectiveness and Performance Management: From 

Basics to Practices” Dressler (2004, p. 186) states that “information technology over the 

last two decades has heavily impacted the way corporations do business and organize 

themselves internally”. He advocates three information technologies which have 

contributed to this organisational effectiveness improvement: enterprise resource 

planning systems (ERPSs), E-business (E-commerce and E-partnership) and Intranet 

solutions. He defines E-commerce as “reaching customers through Internet-based sales 

channels and purchase via the Internet goods and services more efficiently”; and E-

business as “the ability to use electronic means to connect with customers and suppliers 

along all steps of value chain” (Dressler, 2004, pp. 167-168). 

According to OECD (2008) the benefits of SMEs engaged in international trade are well 

documented.  Business regionalisation as a growth strategy can have immense positive 

implications for the company in question. It offers a competitive advantage over the local 

competitors, it creates newer and better conditions for high revenues and returns (in 

unexploited markets), and efficiently helps allocate the company’s resources (financial, 

human and technical) (OECD, 2008). The implications of regionalisation growth strategy 

discussed so far seem to assume that the strategy is suitable only to larger companies. 

However, Moore et al. (2010, p. 717) define the concept of ‘born-global firms’ which 

consists of “small companies launched with cross-border business activities in mind”. 

This implies that business regional strategies can still be employed by small companies, 

since the approach has been eased with the Net. It is in this respect that the United 
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Nations Economic Commission for Africa (2000, p. 1)states that “while their flexibility 

and adaptability promise their success in global trade, SMEs can achieve that if only they 

are competitive in terms of price, quality of goods and are able to meet delivery 

requirements.”Furthermore, Loane and Bell (2011, p. 6) identified three types of barriers 

which prevent SMEs from engaging into international trading: attitudinal, structural and 

operational barriers.  

Lessons drawn from the wider African region on SMEs 

 

In a report of a workshop conducted in 2000 by the United Nations Economic 

Commission for Africa, and other partners, it was noted that African SMEs can also 

benefit from regionalisation and globalisation as much as SMEs in developed countries 

(Economic Commission for Africa, 2000, p. 1). While it is true that SMEs in Africa have 

the potential to exploit opportunities offered by regionalisation and globalisation, it is 

however doubtful whether they have the capability to successfully compete regionally or 

globally. Thus, the report pointed out the need to enhance the competitiveness of African 

SMEs on the following areas: price, quality of goods, and the ability to meet delivery 

requirements (Economic Commission for Africa, 2010). 

Apulu, Latham, and Moreton (2011) identify eight factors that hinder the effective 

adoption of sophisticated ICT in Lagos, Nigeria: lack of electricity supply, lack of 

financial resources, lack of government support, poor service from Internet service 

providers, corruption, lack of support from banks, poor infrastructural facilities, and lack 

of skills. The definition of sophisticated ICT adopted by the authors refers to fast growing 

digital communication technologies such as accounting packages (Sage, Oracle, etc.), 
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enterprise resource planning (ERP) and data management systems (DMS). The Internet 

which can be found in many Lagos SMEs is also considered as sophisticated ICT. 

However, the authors state that the Internet is poorly provided by the local Internet 

service providers particularly with a very slow speed (Apulu et al., 2011). 

In the same perspective, Abor and Quartey (2010, p. 225) working on ‘Issues in SME 

Development in Ghana and South Africa’ state that the development of SMEs in these 

two countries is mainly constrained by lack of access to appropriate technology (search 

for what is appropriate technology), limited access to international markets, the existence 

of laws, regulations and rules that hamper the development of the sector; weak 

institutional capacity, lack of management skills and training, and most importantly 

finance.   

Investigating the small business tax regime of Zambia, South Africa and Rwanda, Stern 

and Barbour (2005), draw the following lessons: to enable African SMEs to move from 

informal to formal sector, (i) African governments should create special tax regime for 

SMEs which is affordable and easy to adopt; (ii) African governments should reduce red 

tapes, fight corruption, remove inefficient taxes; (iii) African revenue authorities should 

focus on building SMEs capacities by facilitating the adoption of tax compliance culture; 

(iv) bringing SMEs in the tax net, should enable them to access export markets, 

government procurement markets and take advantage of loans and financial support from 

the government and other financial institutions.   

On the other hand, there are several African SMEs which have experienced success in the 

process of their operations. In his article “Successful SMEs in South Africa: The Case of 
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Clothing Producers in the Witwatersrand”, Rogerson (2000) reviews elements of 

successful SMEs in sub-Saharan Africa, and presents the findings of the field research on 

characteristics of South African clothing producers. The following are reported to be 

elements of sub-Saharan African successful SMEs: 

 Growth by expansion is likely to prove more secure as it usually reflects market 
demand, whereas new start-ups are more likely to be driven by the search for new 
livelihoods, and to result in single person units, which is the least efficient size of 
enterprise. 

 Enterprises that added workers were more likely to survive than those that 
remained the same size from start-up. 

 Survival rates were shown to vary considerably by sector. 
 Manufacturing concerns and enterprises in the service sector were less likely to 

close than firms in the retail or wholesale sector. 
 Another key determinant of firm survival was the factor of location, with home-

based enterprises exhibiting higher hazards and greater closure rates than 
enterprises which were located in commercial districts. 

 The majority of small enterprises do not grow at all as measured by indicators of 
employment. 

 The level of ‘human capital’ in the entrepreneur has a positive impact on firm 
growth. 

 Education and training are seen as central to the enterprise’s ability for ‘learning 
to compete’ in the context of globalisation (Rogerson, 2000, pp. 691-692). 
 

Kenyan Business Environment 

 

According to a research conducted by Bowen et al. (2009, p. 16) there are five major 

factors that contribute to the failure of Nairobi city small and micro businesses: 

competition among themselves and large firms, lack of access to credit, cheap imports, 

insecurity and debt collection. Ferrell et al., (2009, p. 553) define competition as “the 

rivalry among businesses for consumers’ dollars”. This rivalry consists of series of 

attacks and counterattacks to try to pull the customer’s attention and willingness to buy 

one’s company’s product or service at the detriment of competitors’. It takes thus, special 

ability for a business to capture customer’s attention and make them buy their product or 
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service. This ability requires one to know the business there are in, the people they are 

targeting to satisfy the needs, and their ability to serve them. In this respect, Moore et 

al.,(2010) discuss of three types of critical environments that a business must distinguish: 

general environment, industry environment and competitive environment.   

Based on their research on Nairobi small businesses, Bowen et al. (2009, p. 31) report 

that factors which mainly contribute to business success are disciplined financial 

management, availability of market/customers, skilled workforce, good business 

networking, competitive pricing or low pricing, and selling variety. These six factors 

represented 14% and above in term of ranking. It is essential to note that according to the 

authors’ findings, attending workshops/seminars and focusing on niche market were the 

least (1.1%) and availability of capital as a success factor only rated 6.8% (Bowen et al., 

2009, p. 31).  The nature of the target population may be the key reason these last success 

attending workshops/seminars, focusing on niche market, availability of capital ranked 

low as success factor. It is therefore vital to inquire of the validity of this ranking for 

medium enterprises. 

General Environment 

 

It includes factors that influence most enterprises in a society. It encompasses economic, 

political, legal, socio cultural, technological, demographic and global trends which 

influence the economic performance of companies. General environment has several 

forces and factors that influence the activities of business and to a large extent determine 

opportunities available to the firm and threats against it (Fernando, 2011).  
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Last September, Trading Economics (2011) reported that “the inflation rate in Kenya was 

reported at 17.3 percent in September 2011”. Inflation refers to “a general rise in prices 

measured against a standard level of purchasing power” (Trading Economics, 2011). 

Thus, the Kenyan 2011 inflation has induced several socioeconomic consequences. The 

most perceived consequences are resumed as follows: increase in the fuel cost, increase 

in transport cost, increase in food commodity prices, increase in electricity cost, increase 

in rental fees, increase in mobile telecommunication rates, decrease in Kenyan consumer 

purchasing power, decrease in food consumption, decrease in business revenues 

generated, decrease in firms’ profits, massive employee layoff for cost reduction sake.  

For instance, Safaricom Ltd has reported a decrease of 47% of after taxation profit in the 

past nine months (what effect to the SMEs? ties your discussion to your topic) (Business 

Daily, 2011). The most salient reasons of this fall are the new interconnection rates 

halved by the Communication Commission of Kenya (CCK), the shilling’s 15 percent 

depreciation against the dollar, and increase annual depreciation of capital expenditure 

(Ombok & McGregor, 2011). Another illustrative case of negative consequences of the 

Kenyan 2011 inflation is the social plan initiated last June, by Orange Telekom Kenya to 

lay off 400 employees in order to cut cost and regain profit. 

Industrial Environment 

 

Industrial environment on the other hand, is the sector of economy in which the 

enterprise is operating to generate and sell its product or service and generate income. It 

is also defined as “a collection of firms that offer similar products or services” (Pearce II 

& Robinson, 2009, p. 112). A clear identification of the industry environment helps 

weigh its attractiveness and profitability. Industry environment attractiveness and 
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profitability is defined by five factors: new competitors, substitute products/services, 

rivalry, suppliers and buyers (Moore et al., 2009). When entry and exit are easy, this 

increases threats from new competitors to enter the market, drag existing customers on 

their side and reduce revenues generated by the company, thereby decreasing profits. 

When rivalry is aggressively intense within the industry, the company must incur 

considerable costs in marketing and promotion activities, and acquisition of high skilled 

employees to secure its market position. On the other hand, if suppliers are so powerful 

they would demand high prices for inputs, thereby increasing the company’s production 

and operating costs, and reducing profits. Risk of profits reduction also depend on how 

strong customers are to dictate purchasing prices and how easy it is for customers to turn 

to substitutes products. 

Competitive Environment 

 

Finally competitive environment is defined as “the level of strength, position, and likely 

responses of rival businesses to newcomers” (Moore et al., 2010, p. 71). Competitive 

environment is then a set of indicators that measure or represent the level of competition 

and aggressiveness in an industry. This distinction of three different environments is also 

adopted by Pearce II and Robinson (2009) in their book “Strategic Management: 

Formulation, Implementation, and Control” in terms of remote environment, industry 

environment and operating environment which constitute the firm’s external 

environment. On the other hand, the firm’s internal environment is considered the firm 

itself as depicted in the figure 2.3. 
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THE 

FIRM

Operating Environment

•Competitors
•Creditors

•Customers

•Labor

•Suppliers

Industry environment

•Entry barriers

•Supplier power

•Buyer power

•Substitute availability
•Competitive rivalry

Remote 

environment

•Economic

•Social

•Political
•Technological

•Ecological

 

Figure 2. 3 The firm's external environment 

The knowledge and understanding of these three environments increases the likelihood of 

a business to succeed in its growth process. Pearce II and Robinson (2009, p. 94) state 

that “a host of external factors influence a firm’s choice of direction and action and, 

ultimately, its organisational structure and internal processes”. Moore et al. (2010) 

propose a set of four strategic questions that a business should ask about their competitors 

they are encountering or are to encounter in the marketplace: (1) who would be the new 

venture’s current competitor? (2) What unique resources do they have? (3) What are their 

strengths and weaknesses? (4) How will they respond to new enterprise’s decision to 

enter the industry? (5) How can the new enterprise respond? (6) Who else might see and 

exploit the same opportunity? (7) Are there ways to invite potential or actual competitors 

by forming alliances? 

Porter’s Five Forces Model 
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The above questions are in line with the analysis of the competitiveness and 

attractiveness of the industry the business is in or is intending to get in. In his book “On 

Competition” Porter (1998) proposes a model of five strategic components that help 

determine the attractiveness of an industry as well as the critical drive of its competition. 

The five components of the model are: competitors, buyers, new entrants, substitutes, and 

suppliers.  

Michael Porter’s five forces model helps in many ways. It helps in strategy formulation 

by identifying critical strengths and weaknesses of the venture, alerting the venture of 

areas with “greatest significance either in opportunities or threats”, describing the relative 

positioning of a venture in its industry, identifying the areas which may yield significant 

growth benefits to the venture. 
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Power of suppliers
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switching costs

Determinants of  SP

 

Figure 2. 4 Forces driving industry competition 
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Key facts and institutions on behalf of the Kenyan SME sector 

 

In recent years, the Kenya SME sector has benefited of a great consideration from the 

government, private sector institutions, and international development partners. In this 

perspective, several initiatives have been formulated and fully implemented for some, 

and in course of implementation for others.  This section presents most of the key facts, 

institutions, or trade associations which has reshaped the Kenyan business environment 

for growth opportunities. According to Katz and Green (2009) these institutions can offer 

a lot of help to small businesses in terms of information about industry profile and 

analysis.  

The Youth Enterprise Development Fund (YEDF) 

 

This program was conceived in 2006 and launched in 2007 by President Mwai Kibaki 

(Mars Group Kenya, 2009). The creation of the fund was motivated by the need of: (i) 

providing loans to existing micro-finance institutions (MFIs), registered non-

governmental organisations (NGOs) involved in micro financing, and savings and credit 

co-operative organisations (SACCOs) for on-lending to youth enterprises; and (ii) 

facilitating investment in micro, small and medium enterprises oriented commercial 

infrastructure such as business or industrial parks, markets or business incubators that 

will be beneficial to youth enterprises (Youth Enterprise Development Fund, 2011).  

Women Enterprise Development Fund (WEDF) 

 

WEDF like YEDF was also conceived in 2006 and established in 2007 (The Institute for 

Social Accountability, 2009). The creation of this fund was motivated by the need of 
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enhancing women empowerment as an economic drive. This is in line both with the 

Kenyan vision 2030 and the Millennium Development Goals. The fund is 100% financed 

by the government of Kenya and targets Kenyan women aged 18 years and above 

registered as operating business activities (Ministry of Gender, Children and Social 

Development, 2011). Loans received from WEDF ranges from 0% rate to 8% rate per 

annum.  

The Kenya National Chamber of Commerce and Industry (KNCCI) 

 

This is a very critical institution and partner for Kenyan SMEs. Though it was established 

since 1965, the KNCCI is expected to play a vital role in start-up, growing and 

transformation of enterprises including SMEs through its services. These are (i) 

facilitating joint venture with foreign investors, (ii) writing projects and appraisals, (iii) 

staging trade fairs and exhibitions, (iv) developing an investment guide and data bank of 

raw materials for our members, (v) researching into export and Import opportunities 

available to members, (vi) giving business start-up advice, (vii) arbitrating disputes, (ix) 

confidential Evaluation reports on contracts, (x) executive training programmes, (xii) 

business match making, (xiii) small and medium enterprise support programmes, (xiv) 

trade information centre, (xv) writing introduction letters for business and visas, and (xvi) 

issuance of certificate of origin (The Kenya National Chamber of Commerce and 

Industry, 2011). 

The Getting Kenyan Businesses Online (GKBO) project 

 

This is very recent initiatives launched by Google Kenya in partnership with Safaricom, 

Equity Bank and Kenic last September 12, 2011 (Adero, 2011). The project aims at 
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making it quick, easy and free for businesses to register an online presence by creating 

their own website, at a time when more and more Kenyans are accessing the internet 

every year (Njeri, 2011). 

Jitihada Business Plan Competition 

 

This is an entrepreneurship project intended to improve productivity and employment in 

the Kenya MSME sector. The project is financed by the World Bank Group in 

partnership with KIM, the ministry of industrialization, Jomo Kenyatta University of 

Agriculture and Technology and Technoserve (Kenya Institute of Management, 2011). In 

2009, Jitihada business plan competition consisted of a pull of 2006 plans out of which 

40 were selected as provincial winners, and 5 out of the 40 were selected as national 

winners (Letting & Muthoni, 2010).  

Assessment of growth strategies 

 

According to Harrison and Caron (2008, p. 89) “a successful growth strategy will allow a 

company to increase its customer base, market segment, geographical scope, and/or 

product lines which should lead to revenue growth”. Salojarvi, Furu, and Sveib (2005, p. 

105) state that “sustainable growth of sales is considered as the most important and 

reliable success criteria of SMEs”.  

With reference to the above discussion, the researcher zeroed-in on the following as the 

assessment bases for gauging the effectiveness of the strategies employed by Nairobi 

SMEs: sustainable growth of sales, market expansion, revenue growth, profit growth, 

increased customer base, increase in company’s number of employees, and development 

of new product or service. 
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Conceptual framework of the study 

 

According to Meleis (2011, p. 445) a “conceptual framework is an organised grouping of 

ideas or concepts that assist in providing overall structure to the research project and 

nursing process”.  Conceptual framework ties the research critical variables to each other.  

Among many other variables which do exist, three of them have been selected: 

independent, intervening, and dependent variables. “An independent variable is the 

variable that the researcher manipulates to determine its effect or influence on another 

variable”; “dependent variable attempts to indicate the total influence arising from the 

effects of the independent variable” (Mugenda & Mugenda, 2003, pp. 57); finally, 

intervening variable is a variable which is influenced by an independent, as its influence 

the dependent variable. Thus the conceptual framework of this study is as follows: 
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Figure 2. 5 Conceptual framework 

Summary 

 

This chapter gathers a large number of information available on enterprise growth 

subject. It tells us what growth strategies are, how advertising techniques impacts on the 

growth of an enterprise and how Nairobi SMEs can go regional in order to secure their 

growth. From a theoretical point of view, the chapter illustrates how theses SMEs can 

strategically explore and use the internal and external environments for their best with the 

help of Porter’s five forces model, growth strategies model and Ansoff product/market 

mix. Finally, it introduces us to a conceptual framework whereby growth is presented as 

the result of a number of dependent factors such as product development, market 

development, diversification, focus and differentiation strategies. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

Introduction 

 

This chapter aimed at illustrating the procedures that the researcher intended to employ in 

collecting data which would answer the research questions developed in the introductory 

chapter. Research methodology implied identifying the nature of the investigation 

(descriptive, explanatory, causal or experimental) to be done, the population (and sample 

if applied), research instruments for data collection as well as appropriate statistical 

measures and tests for data analysis.   

Research Design 

 

According to Perdersen, Parks, Quaterman, and Thibault (2010, p. 424) research design is 

“a strategy or plan of action that links research questions to the choice of research 

methods and the desired outcomes of the research”. Research design ensures that the 

investigation will be relevant to the problem under study and will employ economical 

procedures (Churchill & Iacobucci, 2009). The following are different types of research 

designs: experimental research, survey, case study, cross-sectional study, longitudinal 

study, explanatory research, and descriptive research (Rider & Sigelman, 2011).  

Experimental research is a type of research characterised by manipulation and control of 

variable under study (Heppner, Wampold, & Kivlighan, 2008). It involves “manipulating 

one variable to determine if changes in one variable cause changes in another variable” 
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(Riggio, 2002, p. 43). This method is often used in psychological research and can lead to 

answering cause-effect questions (Harris, 2005).  

A case study “looks intensely at an individual or small participant pool, drawing 

conclusions only about that participant or group and only in that specific context” 

(Cherry, 2006, p. 27). In a case study, the researcher seeks to obtain detailed information 

about an individual to develop general principles about behaviour.  

In a cross-sectional study, the researcher makes an observation of a sample or cross-

section of a population, or phenomena that are made at one point in time (Baabie, 2010). 

Cross-sectional researches cover not more than three years to be completed.  

Longitudinal research differs from the cross-sectional research in that it involves repeated 

observations of the same variables over long periods of time to investigate their 

correlation (ElMaraghy & ElMaragy, 2011). The time span of this research takes years 

even decades.  

When investigating the behavioural variables such as attitudes, explanatory research is 

the most appropriate. Its goal is to trying to explain why or how something happens or 

happened by understanding the underlying process that influences processes of the 

phenomenon under investigation (Arkin, 2009).  

On the other hand descriptive research describes the present status of people, attitudes, 

and progress (Salkind, 2003). In conducting a descriptive research, the investigator, 

describes data and characteristics about the population or phenomenon being studied. 

Descriptive research projects are designed in such a way to provide systematic 

information about a social phenomenon (Weiten, 2010). Unlike the explanatory research, 
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in descriptive research, the investigator does not begin with hypotheses in the first place, 

but is likely to develop them after collecting data.  Information collected in a descriptive 

study is set to be systematic in that the units of study are supposed to be carefully 

selected and each variable identified is carefully measured; thus descriptive research are 

more rigid than explanatory research. 

With reference to the above discussion, this study was descriptive and cross-sectional. It 

sought to describe the current state of strategies employed by Nairobi SMEs in term of 

their effectiveness and was expected to be complete in less than three years. 

Population 

 

The word population means “the entire set of individuals of interest to the researcher” 

(Gravetter & Forzano, 2011, p. 138). In practice defining a population means identifying 

and locating a group of individuals, items or objects with specific characteristics which 

make them inclusively comparable. These characteristics are related to traits such as 

geographical location, business activities, size of the enterprise, and number of years in 

the business, business capital structure for organisations. For individuals, population 

characteristics refer to traits such as age, gender, income, location, and marital status. In 

principle researches are conducted for the interest of the population. The population of 

this study was 323,028 registered businesses operating within Nairobi (City Council of 

Nairobi, 2010; as cited in Mutali, 2010). 

According to Domholdt(2005), there are two types of populations: the target population 

and the accessible population.  
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  Target Population 

 

The target population refers to the entire group of individuals or objects to which 

researchers hope to generalize their findings (Domholdt, 2005). The target population of 

this study was constructed on the following criteria: the nature of the entity’s activity 

(profit-making entities), the size of the entity in terms of employees which should not 

exceed 99 employees, and the physical location (Nairobi). These characteristics are 

believed to define SMEs as considered in the study. With reference to these criteria, the 

population of SMEs targeted in this study is 19, 461 SMEs as presented in the following 

table (Mutali, 2010). 

Table 3. 1 Target population of SMEs 

Business 
category 

Business 
code  

Description Total count 

1 105 Large trader, Shop, Retail Store or Personal 
Service  

From 21 to 100 employees &/or premises from 
50 to 3000 m2 

Far away location 

3,187 

 195 Other wholesale-Retail traders, stores, shops 
and services 

2,129 

3 305 Larger Transportation Company  
Over 30 Vehicles 

94 

 310 Medium Transport Company.  
From 60 to 30 Vehicles 

408 

 330 Medium Petrol Filling Station.  
Up to 4 to 6 Pumps And Without Garage 

Workshop Or Retail Shop 

164 

 395 Other Transport, Storage And Communications 186 
4 405 Large Agricultural Producer, Processor, Dealer, 

Exporter. Over 50 employees 
60 

 410 Medium Agricultural 
Producer/Processor,/Dealer/Exporter. From 11 

to 50 employees 

242 

 420 Large Mining or Natural Resources Extraction 
Operation. Over 50 employees 

6  
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 425 Medium Mining or Natural Resources 
Extraction Operation. From 4 to 50 employees 

13 

5 506 Medium High Standard Lodging House / Hotel. 
D Class. From 41 to 100 rooms 

49 

 540 Large Restaurant with Bar / Membership Club. 
Over 30 customers / members 

501 

 595 Other catering and accommodation.  60 

6 605 Large Professional Services Firm. Over 10 
Practitioners &/or international affiliation 

91 

 625 Large Financial Services. Over 25 employees 
or premises over 300m2 

294 

 695 Other professional & Technical services 9,431 

7 705 Private higher education institution 
Any type of private university, college or 

higher education institution 

165 

 730 Medium private  health facility 
From 11 to 30 beds 

Funeral home 

32 

 750 Large entertainment facility   
Cinema Theatre Video Show. Over 100 seats 

Amusement Juke Box games Machines 
Arcades. Over 10 machines 

Sports gym. Over 50 machines 

56 

 795 Other education health & entertainment 
services 

508 

8 805 Large industrial plant 
Over 75 employees or premises over 2,500 m2 

580 

 810 Medium industrial plant  
From 16 to 75 employees or premises from 100 

m2  to 2500m2 

1,029 

 895 Other manufacturer, workshops, factory 
contractor 

176 
 

 
Total  number of businesses registered qualified to participate in this 

survey 
 

19, 461 
 

 

Accessible Population 
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The accessible population refers to “the collection of cases as defined by the criteria and 

that are available to the investigator” (Chatburn, 2011, p. 59). It is the research population 

to which the researcher can apply his conclusions or observations (Domholdt, 2005). It 

consists of a subset of the target population. Chatburn argues that the accessible 

population should be clearly described by the researcher in publishing the study since it is 

used to generate the research sample (Chatburn, 2011).  

The target population of 19, 461 SMEs under investigation of the research was too big to 

be studied entirely; thus there was a need to define an accessible population which could 

be as representative as possible of the entire Nairobi SMEs targeted in this study. The 

accessible population was the SMEs located in the three following areas: Nairobi central 

business district, Nairobi Westlands and the industrial area.  

Nairobi central business district, Nairobi Westland and the industrial area were chosen as 

the geographical criterion of the accessible population because these were the most 

representative areas which had SMEs as defined by the researcher. These areas had all 

the business categories as defined by the City Council of Nairobi and SMEs located in 

these areas were formally registered as enterprises and had great apparent potential to 

grow.  

Sample Size 

 

According to Ropella (2007, p. 6) one of the most important questions asked by 

researchers is “what size sample do I need?” There are five criteria which determine the 

sample size needed: population size, purpose of the study, level of precision, level of 
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confidence or risk, and degree of variability in the attributes being measured (Miaoulis 

and Michener, 1976; as cited in EDIS, 2009).  

The size of the population determines whether there is a need for a sample or not. If the 

population under investigation is small so that all units or individuals can be counted or 

studied, then the use of census becomes appropriate. On the contrary, when the 

population is considerably large, it makes it impossible to study the entire group.  

The purpose of the study determines the sample size in that it enables to refer to previous 

or similar studies which were conducted before in order to use the same sample; or if the 

primary purpose is not to generalize the expected findings, then a sample smaller than the 

one required under normal circumstances can be used.  

The level of precision refers to the range in which the true value of the population is 

expected to be (EDIS, 2009).  It is expressed in percentage points, such as ±5 percent. For 

instance, if 60% of SMEs have an annual profit of Kshs. 600,000 with a precision rate of 

±5%, it can be concluded that between 55% and 65% of SMEs have an annual profit of 

Kshs. 600,000. 

The level of confidence means that, “if a 95% confidence level is selected, 95 out of 100 

samples will have the true population value within the range of precision specified 

earlier” (EDIS, 2009). With the previous example, if a 95% confidence level is chosen 

then 95 out of 100 will have Kshs. 600,000 as annual SMEs profit.  

Degree of variability is the “distribution of attributes in the population” (EDIS, 2009). 

When the population is more heterogeneous, a larger sample size is required in obtaining 
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a given level of precision. Examples of measures of variability include the variance and 

standard deviation.  

These above criteria lead to the following strategies in selecting a sample size: census for 

small populations, sample size of similar studies, use of published tables, and use of a 

formula such as n = N1+N(e)2  or  n0 = Z2pqe2   (EDIS, 2009). 

According to Katz (2006, p. 127) “using published tables is adequate for descriptive 

studies”. Consequently, the strategy used in selecting the sample size was the use of 

published tables since the target population was known: 19461 SMEs.  Based on the 

statistical published table (see Appendix D: published statistical table), the sample size 

was 100 for ±10% precision levels where confidence level is 95% and P=.5. 

Relevance of the Target Population 

 

The target population of this study was 19461 SMEs as per 2010 report of the City 

Council of Nairobi (Mutali, 2010). When using the statistical published table at ±10 

precision levels, 95% confidence level, and proportion of 0.5, the population of 20000 to 

50000 gives the same sample size of 100 (see appendix D). Therefore, even if one would 

assume that the actual population of SMEs in 2012 was double of 19461 SMEs (38922), 

it would still give a sample size of 100 SMEs. Hence the figure 19461 as population of 

SMEs in 2010 is still relevant for this study.  

Sampling Techniques 

 

Sampling techniques are classified into two categories: probability sampling and non-

probability sampling techniques (Churchill & Iacobucci, 2005). 
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Probability Sampling 

 

These are sampling techniques in which each element of the population has a known, 

nonzero chance of being included in the sample (Nargundkar, 2008).  The following are 

different probability sampling techniques: simple sampling, systematic sampling, cluster 

sampling, multi-stage sampling and stratified sampling (Churchill & Iacobucci, 2005, pp. 

330-351).  

Simple random sample is a sampling technique in which the researcher establishes the 

research frame by attributing a single number to each unit of the population “from 1 to N 

(where N is the size of the population)” (Black, 2009, p. 220). Once the frame has been 

established, the researcher uses a computer program to generate random numbers or a 

table of random numbers to identify the numbered units of the population which will 

constitute the selected sample (Kazmier & Kazmier, 2009).  

Systematic sampling is used when the population frame is already available. Then the 

researcher selects the sample units in a systematic way. For instance, he may select every 

kth unit on a list of generated numbers; for instance, selecting every 10th customers 

entering the supermarket until the desire number of units is reached as per the sample size 

(Babbie, 2008).  

Cluster sampling consists of dividing the population units into mutually exclusive groups 

called clusters from which some will be randomly selected to make the sample 

(Anderson, Sweeney, & Williams, 2010). The researcher then includes all the elements of 

each selected cluster into the sample, and if the population units are geographically 

spread out, then cluster sampling will be appropriate (Johnson & Christensen, 2010. 
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Multi-stage sampling helps the researcher “avoid the need to create an expensive 

sampling frame when no sampling frame exists” (Stopher, 2012, p. 305). It entails “the 

selection of units in more than one stage” (Bajpai, 2009, p. 266). The population consists 

of primary, secondary stage units and so on, and the sample is taken from the primary 

stage units, secondary stage units and so on (Bajpai, 2009). According to Bajpai (2009) 

the number of stage depends on the researcher’s discretion. 

Mugenda and Mugenda (2003, p. 47) state that “the goal of stratified random sampling is 

to achieve a desired representation from various subgroups in the population”. In the case 

of this study, the business categories as defined by the City Council of Nairobi (Bowen et 

al., 2009, p. 28) will be considered as strata. However, Churchill and Iacobucci (2005) 

distinguish two types of stratified sampling: the proportionate and disproportionate 

stratified sampling. Proportionate sampling refers to allocating the total number of 

observations of the sample into each stratum with respect to the proportion of the stratum 

compared with the size of the total sample (Churchill & Iacobucci, 2005). For instance, if 

the stratum represents 1 6⁄  of the population, then it should contain 1 6⁄  of the total 

sample.  

On the other hand, disproportionate stratified sampling “involves balancing the two 

criteria of strata size and strata variability; with a fixed sample size, strata exhibiting 

more variability are sampled more” (Churchill & Iacobucci, 2005, p. 347).  

Non-probability Sampling 

 

These are sampling techniques in which not every unit of the population has the same 

proportion of being selected in the sample. The use of non-probability sampling 
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techniques implies personal judgment of the researcher in the selection process (Churchill 

& Iacobucci, 2005). There are three main types of non-probability sampling techniques: 

purposive, quota and convenience sampling. 

Purposive sampling is also called judgment sampling; the sample elements are 

handpicked because it is expected that they can serve the research purpose (Baabie, 

2010). When applying purposive sampling, the researcher believes that the selected units 

are representative of the population of interest (Baabie, 2010).  Furthermore, Snowball 

sampling is a judgement sampling which is also used when the researcher samples special 

populations. In a snowball sampling, the first individuals identified as representative of 

the population are used to identify other individuals (Weare, 2008). For instance, 

studying the motivational factors of hijackers may imply using snowballing; where the 

first hijacker identified will refer the researcher to another one and so on.  

Another non-probability sampling technique is quota sampling. The defining 

characteristic of a quota sample is that the researcher deliberately sets the proportion of 

levels or strata within the sample.  

Finally, “convenience sampling is a matter of catch-as-catch-can. There is no way of 

determining to whom, other than the sample itself, the results apply” (Singletone, 1988, 

p. 153); thus the researcher takes what he can get. It is an accidental sample. 

Selected Sampling Technique 

 

With regards to the above sampling techniques, the researcher used a stratified purposive 

sampling technique. According to Teddlie and Tashakkori (2009, p. 186) in stratified 

purposive sampling “the researcher first identifies the subgroups of the population of 
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interest and then selects cases from each subgroup in a purposive manner”. The stratified 

sampling enabled the investigator to proportionately divide the sampling frame of 100 

SMEs into the following business categories considered as strata: (1)General Trade, 

Wholesale, Retail, Stores, Shops, Personal Services, (2)Transport, Storage and 

Communications, (3) Agriculture, Forestry and Natural Resources Extraction, (4) 

Accommodation and Catering, (5) Professional and Technical Services, (6) Private 

Education, Health and Entertainment Services, (7) Industrial Plants, Factories, 

Workshops, Contractors (Bowen et al., 2009). 

Then the researcher and his four assistants purposively sampled SMEs from the following 

areas: Nairobi CBD, Westland, and Nairobi industrial area. The rationale behind the 

choice of these locations is that they were among the most economically active areas of 

the city and enterprises in these areas were formally registered and had apparently the 

potential to grow. 

The proportionate stratification was based on the proportion of each business category in 

the target population. These proportions were replicated in the selected sample as 

depicted in appendix D.   

Data Collection 

 

Data collection is the process of gathering data in a systematic way in order to obtain 

information which can be analysed and reported (Agami, 2001). 

Types of Data 
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Data collection consisted of collecting quantitative and qualitative data. These two types 

of data were both primary and secondary data.  

Secondary data are statistical material which already exists and generated for a purpose 

other than the one under investigation by the researcher (Lamb, Hair, & McDaniel, 

2011).  There are two main advantages that support the use of secondary data: cost and 

time factors. The researcher is only required to get online or go to the library to access 

these data. Thus there is little involvement in cost and time (Churchill & Iacobucci, 

2005). However there are two problems which generally arise when using of secondary 

data: lack of accuracy and difficulty to fit the research problem (Churchill & Iacobucci, 

2005). Thus it was essential for the investigator to get material which is relevant to the 

problem under exploration.  

Primary data on the contrary, refer to statistical material generated by the researcher him 

or herself for the purpose of the study under investigation. These data are directly 

collected from a new original experience (Berkowitz, 2010). Primary data offer the 

investigator with the following advantages: first, the information is collected from a 

specific problem or perspective; thus the information is accurate and current. Second, the 

investigator has the opportunity to maintain confidentiality about the problem and the 

resulting information gathered (Berkowitz, 2010).  

Data Collection Instruments 

 

The tools used in order to collect the two types of data consisted of one research 

instrument: questionnaires. These questionnaires were administered in a way of 
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interviews for respondents who could not read or were too busy to fill them. They were 

made of mainly structured questions, contingency questions, matrix questions as well as 

few unstructured questions (Mugenda & Mugenda, 2003). The preference of the three 

first types of question is explained by the ease it offered for data analysis and comparison 

of answers given by different respondents for the same question. However, the researcher 

provided a category “other” to avoid biased answers. Few unstructured questions enabled 

respondents to answer the question in their own words. The administration of 

questionnaires consisted of self-administered questionnaires on paper and via emails, and 

administration in a way of interview.  

Questionnaire Pretesting 

 

The researcher pre-tested the questionnaire to be used for data collection on a number of 

8 respondents which represented8% of the sample size. Mugenda and Mugenda (2003) 

suggest that questionnaire pre-test respondents could be between 1 and 10% of the actual 

sample size. The 8 respondents included in the pretesting were selected on the basis of 

their seniority in the small or medium enterprise: these ones had to have worked for the 

enterprise for more than one year to be considered. Questionnaire pretesting revealed few 

deficiencies such as difficulty to understand the questionnaire, wrong numbering, unclear 

directions and insufficient space to write the response (Mugenda & Mugenda, 2003). The 

researcher thereafter analysed these deficiencies and incorporated appropriate 

corrections. The pretesting questionnaires were not included in the actual data collection. 

Data Collection Procedure 
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The procedure used in collecting data was as follows (Chow, 2008; Kessel, 2006): 

a. Compiling contact list of SMEs the researcher wanted to include in the sample; 

b. Emailing the introductory letter and questionnaires 

c. Hand-delivery of questionnaires apart from those emailed 

d. Sending follow-up emails and making calls which increased response rate 

e. Finally collecting hand-delivered questionnaires. 

Data Analysis 

 

According to Sharp and Howard (2000, p. 113) “data analysis is the ordering and 

structuring of data to produce knowledge”. The plan for data analysis adopted by the 

researcher consisted of data processing and use of statistical techniques. Data processing 

(also called pre-analysis of data) is a process of structuring the information collected 

through questionnaires, interviews or other research instruments in a systematic format 

which enables the investigator to validate respondents’ answers, to handle incomplete 

answers, wrong answers and answers that reflect a lack of interest (Churchill & 

Iacobucci, 2005; Mugenda & Mugenda, 2003). Thus, data processing consisted of 

editing, coding and tabulation of data. Where editing referred to central office edit. 

Churchill and Iacobucci (2005) define central office edit as handling the research 

instruments after they have been returned by the respondents. Since there were 

questionnaires which were not completely answered or correctly answered, central office 

edit gave the researcher the opportunity to decide whether to throw out or not incomplete 

and wrong answers.  
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Finally, the researcher used tabulations which are defined as the “counting of the number 

of cases that fall into various categories” (Churchill & Iacobucci, 2005, p. 410). There are 

two types of tabulations: simple tabulation and cross-tabulations (Zikmund & Babin, 

2006). The former refers to the counting of a single variable under investigation at a time, 

whereas the latter refers to the counting of two or more variables being treated 

simultaneously (Gray & Peters, 2007). By definition, data analysis is considered as the 

process of organising and bringing meaning to large amount of data, by presenting them 

in a readable form that enables appropriate conclusions (Smith, 2004). In order to give 

meaning to the processed data, the researcher used statistical tools and techniques such as 

tabs, graphs, percentages, mode as well as the Statistical Package for Social Sciences 

(SPSS) software version 20 and Microsoft Excel 2007. 

Ethical Considerations 

 

The ethical considerations that needed to be considered were as follows: research 

approval from Daystar University, approval from the Ministry of science and technology, 

beneficence and non-malfeasance, informed consent, honesty in administering 

questionnaires and reporting the data, anonymity of respondents, confidentiality, 

plagiarism and dissemination of findings. Research approval both from the university and 

the ministry of science and technology were pre-requisites to engaging to the field work. 

Thus, the researcher ensured to comply with these regulations to avoid legal suits. 

The researcher ensured that the investigation was scientifically sound and the purpose 

was to contribute to knowledge (Margaret Sanger Center International, 2009). Thus, the 

researcher kept in mind not to harm or voluntarily cause damage either emotionally, 
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financially or physically to anyone (Adshead & Brown, 2003). In addition, the researcher 

stuck with generally accepted procedures to deal with any potential hazards (Margaret 

Sanger Center International, 2009).The researcher also ensured that participants were 

volunteers and were sufficiently informed of the aims of the study and any 

embarrassment it might cause (Lo, 2009). He also declared any incentive offered to 

participants and ensured that it was in accordance with generally accepted guidelines. 

The researcher ensured there was honesty in reporting only actual information as 

produced by the field investigation and recommended by appropriate guidelines. In order 

to comply with legal requirement with respect to research approval from the ministry of 

education, science and technology, the researcher will ensure that the findings will be 

made available to the ministry as well to the university (Cottrell & McKenzie, 2011). The 

researcher ensured not to disclose to anyone not involved in the study any details that 

could lead to individual identification (David & Sutton, 2004). Thus, he took all 

necessary measures to secure confidential information. 

As Babbie (1995, p. 454; as cited in Cottrell & McKenzie, 2011, p. 113) says “science 

progresses through honesty and openness, and it is retarded by ego defences and 

deception”. It is the researcher’s responsibility to publish the findings of his research 

since he is engaged to research participants, the ministry of education, science and 

technology, the university and the public stakeholders to disclose any findings that the 

investigation would yield (Cottrell & McKenzie). Consequently, the researcher will 

ensure that the findings of the study will be made available to appropriate locations. 
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Summary 

 

In this chapter, the researcher proposed the research design, the target population and the 

sample size. He also selected questionnaires as means of collecting data for the study. 

Furthermore, the data analysis plan was spelt out. In line with research ethics norms, the 

researcher discussed seven ethical concerns which he considered as he was carrying out 

the study. 
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CHAPTER FOUR 

DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

 

Introduction 

 

Data collected from small and medium enterprises located in Nairobi was examined using 

Statistical Package for the Social Sciences (SPSS) package version 20 and Microsoft 

Excel 2007. The purpose of this analysis was to give meaning to the large amount of data 

collected from the targeted enterprises and enable the researcher to understand the nature 

and effectiveness of growth strategies developed by Nairobi SMEs to expand their market 

and manage their industry challenges. Therefore, the researcher and his four assistants 

distributed 100questionnaires. A total number of 90 questionnaires were collected, 

yielding a response rate of 90 %. Mugenda and Mugenda (2003, p. 83) state that “a 

response rate of 60% is good and a response rate of 70% and over is very good” 

However, only 78 questionnaires were used for analysis with 12 questionnaires 

considered either incomplete or poorly filled and therefore not considered for analysis. 

This high rate could be explained by two reasons: first, questionnaires were administered 

in a way of interview for those who could not read or were too busy to meet; second 

respondents who self-administered the questionnaires, were given 3 to 10 days to reply; 

and finally, the researcher and his assistants sent follow-up emails and made calls to 

increase response rate. The rest of the chapter discusses how data was analysed, 

presented and interpreted. 

Profile of Participant Enterprises 
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This section discusses of information related to the identification of the sampled SMEs in 

terms of their business offer whether they sold products and/or services, duration in 

business, and number of employees.  

Classification by Services/Products 

 

Analysis of targeted enterprises with respect to the product or service they offered 

revealed out that 78 sampled SMEs, 27(34.6 %) offered services only; 24(30.8 %) offered 

tangible products only, and 26(33.3%) offered both services and product, and there was 1 

or 1.3% who did not respond to the question.  It is apparent that, the distribution between 

the three classifications was balanced.  

Classification by Services/Products versus Duration in Business 

The study sought to contrast the duration in business and the types of the sampled SMEs: 

service-based SMEs, product-based SMEs, service and product-based SMEs. 

Service-based SMEs and Duration in Business 

 

Respondents were asked to specify how long their enterprise was in business. It was 

found that out of 27 service-based SMEs sampled, 2(7.4%) stayed in business for less 

than a year, 8(29.6%) stayed in business for 1 to 3 years, 9(33.3%) were in business for 

more than 6 years as shown in the table 4.1. 
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 Table 4. 1 Service-based SMEs versus duration in business 

 Duration in business  
 
 
 

Total 

Type of 
SME 

Less 
than one 

year 

1-3 years 4-6 years More 
than 6 
years 

Service-
based 
SMEs 

2(7.4%) 8(29.6%) 9(33.3%) 8(29.6%) 27(100%) 

 

It is therefore apparent that 25(92.6%) of service-based SMEs sampled were in business 

for more than one year. One may therefore imply that service-based SMEs fairly survived 

the start-up age in business as Rogerson (2000, pp. 687) also reports “enterprises in the 

service sector were less likely to close than firms in the retail or wholesale sector”. 

Product-based SMEs and duration in business 

 

In relation to product based business, the study revealed that out of 24 product-based 

SMEs, 3(12.5%) were in business for less than a year, 13(54.2%) for 1 to 3 years, 

3(12.5%) for 4 to 6 years, and 5(20.8%) for more than 6 years as shown in table 4.2. 

 Table 4. 2 Product-based SMEs versus duration in business 

 Duration in business 
 

 
 

Total Type of 
SME 

Less 
than one 

year 

1-3 years 4-6 years More 
than 6 
years 

Product-
based 

3(12.5%) 13(54.2%) 3(12.5%) 5(20.8%) 24(100%) 
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It therefore appears that majority of the service-based SMEs were in business for 1 to 3 

years. One may therefore imply that product-based SMEs reach their climax in their year 

of operation as also observed by Bowen et al. (2009). 

Service and product-based SMEs 

 

Analysis of service and product-based SMEs revealed that out of 26 service and product-

based SMEs, 3(11.5%) were in business for less than one year, 10(38.5%) were in 

business for 1 to 3 years, 7(26.9%) were in business for 4 to 6 years, and 6(23.1%) for 

more than 6 years. It appears that in the service and product-based SMEs majority were 

also in business for 1 to 3 years as shown in table 4.3. 

 Table 4. 3 Service and product-based SMEs versus duration in business 

  
Duration in business 

 

Total 
Type of 

SME 

Less 
than 
one 
year 

1-3 
years 

4-6 
years 

More 
than 6 
years 

Product-
based 

3 
(11.5%) 

10 
(38.5%) 

7 
(26.9%) 

6 
(23.1%) 

26 
(100%) 

 

The above findings revealed that in the three types of SMEs, there is a decline in terms of 

number of SMEs in operation from the fourth year. 

According to Cooper and Burke (2011, p. 202), “globally, failure rate of SMEs within the 

first three years of operation range from roughly 30 percent to upwards 50 percent”. 

Therefore one may conclude that SMEs were still faced with strategic challenges which 

negatively affect their sustainability.  
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SMEs classification by size versus duration in business 

 

SMEs with less than 10 employees 

The study also sought to determine the distribution of SMEs in terms of number of 

employees and duration in business. Out of 26 SMEs with less than 10 employees, 

5(19.2%) were in business for less than one year, 13(50%) for 1 to 3 years, 6(23.1%) for 

4 to 6 years, and 2(7.7%) for more than 6 years. it is therefore apparent that majority of 

SMEs with less than 10 employees were in business for 1 to 3 years, as depicted in table 

4.4. 

SMEs with 10 to 49 employees versus duration in business 

Analysis of SMEs with 10 to 49 employees revealed that out 28 SMEs, 2(7.1%) were in 

business for less than one year, 11(39.3%) for 1 to 3 years, 6(21.4%) for 4 to 6 years, and 

9(32.1%) for more than 6 years. It appears that majority of sample SMEs with 10 to 49 

employees were in business for 1 to three years, as shown in table 4.4. 

SMEs with 10 to 49 employees and duration in business 

Out of 24 SMEs with 50 to 99 employees, it was discovered that 1(4.2%) was in business 

for less than one year, 8(33.3%) for 1 to 3 years, 7(29.2%) for 4 to 6 years, and 8(33.3%) 

for more than 6 years. in this case, there were to business age classes which had the 

greatest frequency: business period from 1 to 3 years with 8(33.3%) SME and business 

period more than 6 years with also 8(33.3%) SME’s as shown in table 4.4. 

Table 4. 4 SMEs’ size and duration in business 

 
 

Number 

Duration of time the business/enterprise has 
been in operation 

 
Total 
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of 
employee 

Less 
than one 

year 
1-3 years 4-6 years 

More 
than 6 
years 

Less than 
10 

5(19.2%) 13(50%) 6(23.1%) 2(7.7%) 26(100%) 

10-49 2(7.1%) 11(39.3%) 6(21.4%) 9(32.1%) 28(100%) 

50-99 1(4.2%) 8(33.3%) 7(29.2%) 8(33.3%) 24(100%) 

 

It may therefore be implied that SMEs with 50 to 99 employees were more sustainable in 

long run than those with less than 50 employees.  

Rogerson (2000, p. 687) argues that “growth by expansion is likely to prove more secure 

as it usually reflects market demand, whereas new start-ups are more likely to be driven 

by the search for new livelihoods, and to result in single person units, which is the least 

efficient size of enterprise.” One may therefore conclude that as the business growth in 

number of employees the more sustainable it becomes. 

Business category of the sampled SMEs 

 

The study sought to determine the business category of the sampled SMEs. Out of 78 

SMEs sampled, 37(47.4%) were in the General trade, Wholesale, Retail, Stress, Personal 

Services category, 7(9%) by the professional and technical services, 2(2.6%) Agriculture, 

Forestry and Natural Resource, 8(10.3%) accommodation and/or Catering, 3(3.8%) 

health and entertainment services, 3(3.8%) Industrial Plants, Factories, Workshops, 

Contractors, and 4(5.1%) Educational institution as shown in the table 4.5. 

 Table 4. 5 Business category of sampled SMEs 

 Frequency Valid 
Percent 

General Trade, Wholesale, Retail, 37 47.4 
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Stores, Shops, Personal Services 

Transport, Storage and/or 
Communications 

7 9.0 

Agriculture, Forestry and/or Natural 
Resources Extraction 

2 2.6 

Accommodation and/or Catering 8 10.3 
Professional & Technical Services 14 17.9 
Health and Entertainment Services 3 3.8 

Industrial Plants, Factories, 
Workshops, Contractors 

3 3.8 

Educational institution 4 5.1 
Total 78 100.0 

 

The crowded situation of general trade, wholesale, retail, stores, shops, personal services 

business category implies the existence of stiff competition among the players as the 

USA Labour Statistics Bureau (2008, p. 120)states “there is strong competition among 

whole sale distribution companies, manufacturers’ representative companies, and 

logistics companies for business from manufacturers”. One may therefore conclude that 

these companies will seek to merge in the long run in order to become fewer and larger 

and maintain the industry attractive (Labor Statistics Bureau (U.S.), 2008). 

Respondents profile 

 

Analysis of the individual respondent profiles revealed that out of 77 respondents, 

26(33.8%) of them were owners; 20(26 %) respondents were managers and 13(16.9%) 

were supervisors. Clerks and other positions were mentioned by 8(10.4%) respondents, 

and 10(13%) figure 4.1. 
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Figure 4. 1 Respondents' position in the enterprise 

It is therefore apparent that 75.6 % of the respondents held a position of decision making 

with the enterprise, hence were knowledgeable about the organisation. As Quiry, Le Fur, 

Salvi, and Dallochio(2011, p. 336) state “managers are better informed about the 

company than the suppliers of funding”. 

Respondents’ length of Service 

 

The study also sought to determine the length of service the respondents had in the 

enterprise. It was discovered that out of 78 respondents, 13(16.9%) respondents worked 

for less than a year for the enterprise. It appears that 64(83.1%) respondents worked for 

the enterprise for more than one year. One can conclude that responses provided by the 

respondents were well informed with regards to both their position and their length of 

service as shown in the figure 4.2. 
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Figure 4. 2 Respondent's duration of service in the enterprise 

It is apparent that out of 78 respondents, 64(82.1%) worked for more than one year. One 

may therefore imply that majority of the respondents were knowledgeable about 

enterprise SME and that the information obtained from them can be used for data 

analysis. 

Determinants of high volumes of sales in SMEs 

Table 4. 6 Characteristics of high volumes of sales 

  VI I N LI NI Total 

Type of product or service 50.7% 21.9% 17.8% 8.2% 1.4% 100% 

Competitive prices 30.1% 19.2% 31.5% 16.4% 2.7% 100% 
Physical location of the 

business 47.3%) 20.3% 16.2% 8.1% 8.1% 100% 

Business line 19.2% 24.7% 26% 13.7% 16.4% 100% 

Business hours per day 23% 18.9% 18.9% 14.9% 24.3% 100% 

 

VI = very important; I = important; N = neutral; LI = less important; NI = not important 
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Respondents were asked to indicate the level of contribution to high volume of sales by 

the following factors: types of product or service, competitive prices, physical location of 

the business, business line and number of business hours per day.  

On the type of product or services offered by the enterprise, it was discovered that out 73 

respondents, 53(72.6%) said that it was important to high volumes of sales as opposed to 

7(9.6%) respondents who said that it was not important. On the other hand, 13(17.8%) 

respondents were not sure whether the type of the product or services was important to 

high volumes of sales.  

On competitive prices offered by the enterprise, out of 73 respondents, 36(49.3%) said 

that it was important, while 14(19.1%) said it was not important to high volumes of sales. 

Those who were neutral were 23(31.5%). 

On physical location of the enterprise, out of 74 respondents of the question, 50(67.3%) 

said that the enterprise’ physical location was important to high volumes of sales, while 

12(16.2%) said that the enterprise physical location was not important to high volumes of 

sales. Those who were neutral amounted also to 12(16.2%) respondents.  

On business line of the enterprise, out of 73 respondents, 32(43.9%) said it was important 

to high volume of sales, while 22(30.1%) said business line was not important to high 

volumes of sale for the enterprise. Those who were not sure whether business line 

determined high volumes of sales for the enterprise were 19(26%) respondents. 

On business hours per day, out of 74 respondents, 31(41.9%) considered it important the 

enterprise’ high volumes of sales, while 29(39.2%) said that the number of business 
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hours per day was not important to high volumes of sale. Those who were neutral 

amounted to 14(18.1%) respondents. 

In comparing the total percentage and frequency of importance of each factor, it was 

discovered that the type of product or service was the most determinant factor to high 

volume of sales as reported by a total of 53(72.6%) out of 73 respondents. The second 

most important factor to high volume of sale was the physical location of the SME with 

50(67.3%) out of 74 respondents, followed by competitive prices 36(49.3%) out of 73 

respondents, business line 32(43.9%) out of 73 respondents and number of business hours 

per day with 31(39.2%) as shown in the figure 4.3. 

 

Figure 4. 3 Characteristics of high volume of sales 

The above findings is consistent with what Small Business Research Centre (2008) found 

in a comparative study of UK-US SMEs where the type of product and services was the 

most the key driver of sales growth. 
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Role of advertising 

 

Advertisements are commonly employed by large enterprises to market themselves or 

improve their visibility in the industry. The researcher sought to get the views of 

respondents on the statement “advertising is one of the best forms of attracting 

customers”. Out of 76 respondents of the question, it was discovered that 69(90.8%) 

respondents agreed against 3(3.9%) who disagreed. Respondents who had non-

commitment to either agree or disagree were 4(5.3%). It may therefore be implied that 

one the best tools that Nairobi-based SMEs employed to attracted their customers is 

advertising as shown in table 4.7.  

Table 4. 7 The role of advertising 

Advertising  is one of the best form of attracting customers 

 Frequency Percent Valid 
Percent 

Valid Strongly 
agree 

49 62.8 64.5 

agree 20 25.6 26.3 

Neutral 4 5.1 5.3 

Disagree 2 2.6 2.6 

Strongly 
disagree 

1 1.3 1.3 

Total 76 97.4 100.0 

Missing values 2 2.6  

Total 78 100.0 
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Advertising techniques 

Table 4. 8 Mostly employed advertisement techniques 

Adverting techniques Yes No Total 

Internet sites or blog 39(50%) 39 (50%) 78(100% 

Newspaper advertisements 37(47.4%) 41(52.6%) 78(100%). 

Brochures and/or leaflets 24(30.8%) 54(69.2%) 78 (100%) 

Radio advertisements 22(28.2%) 56(71.8%) 78(100%) 

Television advertisements 20(25.6%) 58(74.4%) 78(100%) 

E-newsletter, e-postcard sent to a database of 
email addresses 

20 
(25.6%) 

58(74.4%) 78 (100% 

Magazine advertisements 19(24.4%) 59(75.6%) 78(100%) 

Direct Marketing 14(17.9%) 64(82.1%) 78(100% 

billboard advertising 13(16.7%) 65(83.3) 78(100% 

Virtual marketing as Twitter or other social 
media posts 

9(11.5%) 69(88.5%) 78(100% 

Mobile billboard advertising 6(7.7%) 78(92.3%) 78(100% 

Periodical advertisements 6(7.7%) 72(92.3%) 78(100%) 

Others 9(11.5%) 69(88.5%) 78(100%) 

 

Analysis of advertising techniques employed by sampled SMEs revealed that the top 

seven ones employed by Nairobi SMEs were internet sites or blog, newspaper, brochure, 

radio, television E-newsletter and magazine. 

Out of 78 respondents Internet sites or blog were mentioned by 39(50%), newspaper by 

37(47.4%) brochures or leaflets by 24(30.8%), radio by 22(28.2%) and television by 

20(58%) as advertising techniques employed by their small or medium enterprises. The 

use of both E-newsletter and magazine were reported by 20(25.6%) and 19(24.4%) 

respondents. Other advertising techniques employed by Nairobi SMEs were direct 

marketing such as flyers with 14(17.9%) respondents, billboard with 

13(16.7%)respondents, , virtual marketing with 9(11.5%),   mobile billboard6(7.7%) 
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respondents, periodical with 6(7.7%) and other advertising techniques such as word of 

mouth were mentioned by 9(11.5%) respondents as show in the figure 4.4. 

 

Figure 4. 4 Advertising techniques employed by SMEs in Nairobi 

The above diagram shows that internet sites advertisement was the most employees 

advertising techniques by majority of the sampled SMEs. This confirms the current 

dynamic of the digitisation of the Kenyan market as the Kenya ICT Board (2010) reports 

“with over 3.4m users of the internet in Kenya, research indicates that the importance of 

the internet outstrips those of several key developed countries.” 
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Advertising techniques mostly used by service-based SMEs 

Table 4. 9 Top seven advertising technique employed by service-based SMEs 

Advertising 
techniques 

Yes No Total 

Newspaper 16(59.3%) 11(40.7%) 27(100%) 

Internet sites or 
blog 

15(55.6%) 12(44.4%) 27(100%) 

Television 9(33.3%) 18(66.7%) 27(100%) 

Brochures 8(29.6%) 19(70.4%) 27(100%) 

E-newsletter 8(29.6%) 19(70.1%) 27(100%) 

Radio 7(25.9%) 20(74.1%) 27(100%) 

Billboard 
advertisement 

6(22.2%) 21(77.8%) 27(100%) 

 

In examining the frequencies and percentage of yes answer of advertising techniques 

employed by the 27 service-based SMEs, it was discovered that the top mostly used 

advertising techniques were newspaper, internet sites or blog; television, brochures, e-

newsletter, radio and billboard. Newspaper was mentioned 16 times (59.3%), internet 

sites or blog was mentioned 15 times (55.6%) and television 9 times (33.3%) as 

advertising techniques used by service SMEs. Brochures and e-newsletter were both 

mentioned 8 times (29.6%). Radio and billboard were the two last techniques among the 

top seven. They were mentioned 7(25.9%) and 6(22.2%) times respectively as shown in 

the figure 4.5. 
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Figure 4. 5 Top seven advertising techniques employed by service-based SMEs in 
Nairobi 

Literature shows that “22% used their phone to listen to the radio. Mobile phone usage is 

particularly intense amongst educated Kenyans”(Info As AId, 2010). Therefore radio 

advertising can effectively help reach more customers.  

Advertising techniques mostly used by product-based SMEs 

 

Table 4. 10 Top seven advertising techniques employed by product-based SMEs 

 Yes No Total 

Direct Marketing 8(33.3%) 16(66.7%) 24(100%) 

Internet sites or blog 7(29.2%) 17(70.8%) 24(100%) 

Newspaper 6(25%) 18(75%) 24(100%) 

Brochures 5(20.8%) 19(79.2%) 24(100%) 

Radio 5(20.8%) 19(79.2%) 24(100%) 

E-newsletter 4(16.7%) 20(93.3%) 24(100%) 
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Mobile billboard 4(16.7%) 20(93.3%) 24(100%) 

In the product-based SMEs, the analysis revealed that the seven top advertising 

techniques were direct marketing, Internet sites, newspaper, brochures, radio, e-

newsletter and mobile billboard. Out of 24 product–based SMEs, direct marketing which 

referred to the use of flyers, postcards and/or promotional letter was mentioned 8(33.3%) 

times, while Internet site and newspaper were mentioned 7(29.2%) and 6(25%) times 

respectively. Brochure and radio as advertising techniques used by service provider 

SMEs were both mentioned 5(20.5%) times. The last two advertising techniques of the 

top seven were e-newsletter and mobile billboard both mentioned 4(16.7%) times as 

shown in the figure below: 

 

Figure 4. 6 Top seven advertising techniques employed by product-based SMEs 
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Advertising techniques mostly used by service and product-based SMEs 

 

Table 4. 11 Mostly employed advertising techniques by service and product-based SMEs 

 Yes No Total 

Internet sites or blog 17(70.8%) 7(29.2%) 24(100%) 

Newspaper 14(58.3%) 10(41.7%) 24(100%) 

Magazine 11(45.8%) 13(54.2%) 24(100%) 

Brochures 10(41.7%) 14(58.3%) 24(100%) 

Radio 10(41.7%) 14(58.3%) 24(100%) 

Television 8(33.3%) 16(66.7%) 24(100%) 

E-newsletter 7(29.2%) 17(70.8%) 24(100%) 

 

In examining the frequencies of advertising techniques used by SMEs which offered both 

services and products, it was found that the top seven advertising techniques were 

Internet sites, newspaper, magazine, brochure, radio, television and e-newsletter. Internet 

sites as advertising technique was mentioned 17(70.8%) times, newspaper was mentioned 

14(58.3%) times, and magazine 11(45.8%) times. Brochure and radio were both 

mentioned 10(41.7%) times. The last two advertising techniques among the top seven 

were television and e-newsletter, which were mentioned 8(33.3%) and 7(29.2%) times 

respectively as depicted in the table below: 

Daystar University Repository

Archives Copy



 

81 
 

 

Figure 4. 7 Top seven advertising techniques employed by service and product-based 
SMEs 

The above finding across the three types of businesses shows that the importance of 

advertising techniques greatly varied depending on whether the SME offers service 

and/or product.  
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Financial instrument employed by SMEs in Nairobi 

 

Table 4. 12 Financial instruments employed by SMEs in Nairobi 

Financial instruments 
Non 

respondents 
Respondents Total 

Personal savings of the owner 41(52.6%0 37(47.4%) 78(100) 

Commercial or personal loans from financial 
institutions 

44(56.4%) 34(43.6%) 78(100) 

Credit owing to suppliers 56(71.8%) 22(28.2%) 78(100) 

Micro-credit 66(84.6%) 12(15.4%) 78(100) 

Loans from relatives and friends of the owner 70(89.7%) 8(10.3%) 78(100) 

Leasing 71(91%) 7(9%) 78(100) 

Loans from other unrelated individuals 74(94.9%) 4(5.1%) 78(100) 

Government loans or grants 74(94.9%) 4(5.1%) 78(100) 

Other sources of finance 75(96.2%) 3(3.8%) 78(100) 

 

This study sought to determine the type of resources which were most used by SMEs in 

Nairobi. Respondents were asked to tick the financial instrument that they used to finance 

their business. Out of the 78 respondents, 37(47.4%) respondents ticked personal savings 

of the owner(s); 34(43.6%) ticked commercial loans from financial institutions. Credit 

owing to suppliers was ticked by 22(28.2%) and micro-credit by 12(15.4%). Respondents 

ticked loans from relatives and friends of the owners amounted to 8(10.3%). Among the 

least used financial instruments were leasing ticked by 7(9%) respondents, loans from 

unrelated individuals ticked by 4(5.1%) respondents, government loans ticked by 4(5.1%) 

and others sources 3(3.8%) respondents. 

The small percentage in government loans as financial instrument employed by Nairobi 

SMEs is consistent with the observation made by Wanjohi (2011, p. 2) who noted that the 
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budgetary fund allocated by the Kenyan government to SMEs’ support was by all means 

“is small to cater for the needs of all players in the massive SME sub-sector”. 

Growth strategies employed by SMEs in Nairobi 

 

The first objective of this study was to identify growth strategies employed by the 

sampled SMEs. In order to enable the respondents to understand the strategies being 

checked in the questionnaire, the researcher listed their meanings instead of their 

technical terms. The table hereafter presents the coding of the strategies listed in the 

questionnaire and the technical terms:  

Table 4. 13 Coding of technical terms of growth strategies versus terminologies used in 
the questionnaire 

Coding 
number 

Strategies 
(technical 

terms) 
Strategies (as used in the questionnaire) 

1 
Concentric 

diversification 
Acquisition of similar enterprises 

2 
Conglomerate 
Diversification 

Acquisition of different business/enterprises 

3 
Product 

Development 
Development new product/service for current 

market 

4 Diversification 
Development new product/service for new 

market 

5 
Market 

Penetration 
Intensifying business/presence in current market 

6 
Market 

Development 
Reaching new markets with the existing 

products/services 

7 
Vertical 

Diversification 
Merge with suppliers and/or business customers 

8 
International 
Franchising 

Selling products, systems, or management 
services to a company in another country 

9 
Geographic 
Expansion 

Expansion within several locations of Nairobi 
and/or Kenya 

10 
Customer 

service 
Stressing on superior customer service 
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11 Low price 
Stressing on superior low price, discounts or 

special offers 

12 
International 

strategic 
alliances 

Combining efforts and/or assets with companies 
in different countries 

13 Differentiation 
Offering products or services that are different 

from those of competitors 

14 Focus strategy Targeting smaller segment in the current market 

 

Table 4. 14 Growth strategies employed by SMEs in Nairobi city 

Coding 
number 

Growth strategies Respondents 
Non 

respondents 
Total 

4 Diversification 33(42.3%) 45(57.7%) 78(100%) 

3 Product development 30(38.5%) 48(61.5%) 78(100%) 

13 Differentiation 27(34.6%) 51(65.4%) 78(100%) 

10 Customer service 25(32.1%) 53(67.9%) 78(100%) 

14 Focus strategy 24(30.8%) 54(69.2%) 78(100%) 

6 Market development 22(28.2%) 56(71.8%) 78(100%) 

9 Geographic expansion 19(24.4%) 59(75.6%) 78(100%) 

5 Market penetration 15(19.2%) 63(80.8%) 78(100%) 

11 Cost leadership 13(16.7%) 65(83.3%) 78(100%) 

7 Vertical diversification 12(15.4%) 66(84.6%) 78(100%) 

1 Concentric diversification 10(12.8%) 68(87.2%) 78(100%) 

12 
International strategic 

alliances 
9(11.5%) 69(88.5%) 78(100%) 

2 Conglomerate diversification 8(10.3%) 70(89.7) 78 100%) 

8 International franchising 4(5.1%) 74(94.9%) 78(100%) 

 

This survey sought to identify growth strategies SMEs in Nairobi used to attract and 

maintain their customers, and expand their businesses. Respondents were asked to 

mention only to mention the strategies their enterprises used, by ticking the only 

strategies that applied. On the 78 SMEs surveyed, the seven most employed strategies in 

a list of thirteen were diversification as 33(42.3%) respondents, product development 

30(38.5%) respondents, differentiation mentioned by 27(34.6%) respondents, effective 
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customer service mentioned by 25(32.1%), focus strategy 24(30.8%) respondents, market 

development 22(28.2%) respondents and geographic expansion 19(24.4%) respondents as 

shown in the figure 4.8. 

 

Figure 4. 8 The seven top growth strategies employed by SMEs in Nairobi 

It appears that among the top seven strategies employed by Nairobi SMEs diversification 

was the most utilised. The popularity of diversification strategy is also confirmed by a 

London-based survey conducted by Oswald and Fiona(2003, p. 223)on growth strategies 

employed by 140 SMEs, where diversification was also the most employed strategy.  

The other strategies these SMEs used were market penetration with 15(19.2%) 

respondents, cost leadership 13(16.7%) respondents, vertical diversification 12(15.4%) 

respondents, concentric diversification 10(12.8%) respondents, international strategic 

alliances 9(11.5%) respondents, conglomerate diversification 8(10.3%) respondents and 

international franchise 4(5.1%) respondents.  
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SMEs’ performance for the last two years 

 

The study sought to find out the performance of sampled SMEs in terms of several 

assessment bases such as customer base, annual turnover (sales volumes) product 

development and profit.   

Performance in terms of Customer Base 

 

The study also sought to determine the performance of SMEs in terms of customer base 

revealed. Out of 70 respondents of the question, 64(91.4%) reported that their enterprise 

had an increase in terms of customer base, while 4(5.7%) said they did not make an 

increase in customer based. Enterprises on which the measurement did not apply were 

2(2.9%). It may therefore be implied these SMEs were generally effective in creating 

customer awareness as shown in figure 4.9. 

 

 

Figure 4. 9 Performance in terms of customer base 
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 Performance in terms of annual turnover 

 

Respondents were also asked whether their annual turnover increased over the last two 

years (2010-2011). Out of 69 SMEs which responded to the question, 55(79.7%) reported 

an increase in their annual turnover, while 7(10.1%) did not report an increase in annual 

turnover. One may therefore infer that of markets for Nairobi SMEs are not saturated yet 

which enable increase in sales volume for majority of the respondents as shown in figure 

4.10. 

 

Figure 4. 10 Performance in terms of annual turnover 

Performance in terms of Corporate Image of SME 

 

The study also sought to establish whether sampled SMEs had their corporate image 

improved in the last two years. It was found that out of 69 respondents 57(82.6%) said 

yes while 7(10.1%) said no. It can therefore be implied that majority of SMEs sampled in 

this study positively serviced their customer 4.11.  
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Figure 4. 11 Performance in terms of corporate image of SME 

Performance in terms of Branding 

 

On whether the enterprise’s name was better none in 2011 than in 2010, 45(67.1%) out of 

67 respondents said yes while 6(9%) said no. On the other hand, 16(23.9%) said that the 

questions were not applicable to the study. Respondents said that the question was not 

applicable since their SMEs had less than 2 years in business as shown in figure 4.12. 
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Figure 4. 12 Performance in terms of corporate image of SME 

Performance in terms of number of Employees 

 

The survey also sought to determine whether SMEs sampled had their number of 

employees increased in 2011 compare with 2010. It was discovered that out of 70 

respondents, 37(52.9%) did not increase in number of employees while 30(42.9%) 

reported an increase in number of employees. It may therefore be implied that for 

majority of SMEs sampled, business activities did not increase to create a need for more 

employee as shown in figure 4.13.  

 

Figure 4. 13 Performance in terms of corporate image of SME 

Performance in terms of Employee Training 

 

When asked they trained more employees for the last two years, out of 68 respondents, 

35(51.l %) said yes while 17(25%) said no and 16(23.5%) said it was not applicable to 

them. These findings seem to give evidence that employee training had not been valued 

yet in SMEs as shown in figure 4.14. 
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Figure 4. 14 Performance in terms of employee training 

The above average proportion allocated shows that SMEs are performing very well in 

terms of employees training. This is consistent to the literature as Nunes, Annansingh and 

Barry(2004, p. 101) SMEs “are not prepared to invest the relatively high effort on long 

term knowledge management goals for which they have difficulty in establishing the 

added value”. 

Performance in terms of Product and/Service Development 

 

When asked whether the enterprise developed a new product or service for the last two 

years, out 70 respondents, 52(74.3%) said yes while 15(21.4%) said no. These findings 
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seem to give evidence that majority of sampled SMEs were dynamic in gaining new 

markets or intensifying their presence in the existing markets as shown in figure 4.15.  

 

 

 

Figure 4. 15: Performance in terms of employee training 

Performance in terms of Profit 

 

Finally on whether SMEs sampled in the study made a higher profit that previous year, it 

was discovered that out of 72 respondents, 52(72.2%) said yes, while 18(25%) said no. 

There were also SMEs on which the question did not apply since they were in business 

for less than 2 years.  It can hence be implied that majority of SMEs sample were 

profitable as shown in figure 4.16. 
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Figure 4. 16: Performance in terms of employee training 

Financial or Technical Support 

Table 4. 1 Financial or technical support from local business support institutions 

  Frequency Percentage Total 

KNCCI 8(13.1%) 53(86.9%) 61(100%) 

YEDF 6(10%) 54(90%) 60(100%) 

WEDF 17(28.3%) 43(71.7%) 60(100%) 

KGBO 5(9.3%) 49(90.7%) 54(100%) 

JBPC 5(8.6%) 53(91.4%) 58(100%) 

Others  13(23.6%) 42(76.4%) 55(100%) 

  

The survey also sought to establish to which extent, Nairobi SMEs benefited from 

financial or technical assistance from local business support organisations such as the 

Kenya National Chamber of Commerce and Industry (KNCCI), Youth Enterprise 

development Fund (YEDF), Women Enterprise Development Fund (WEDF), Getting 

Kenyan Business Online (GKBO) and Jitihada Business Plan Competition (JBPC). It was 

discovered that out of 61 respondents, 8(13.1%) benefited from KNCCI services, while 
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53(86.9%) did not. It is therefore apparent that majority of SMEs did not benefit any 

support from KNCCI.  

Out of 60 respondents, 6(10 %) said they received support from YEDF, while 54(90%) 

said they did not.  

Out of 60 respondents, 17(28.3%) said they received support from WEDF while 

43(71.7%) did not receive.  

Out of 54 respondents, 5(9.3%) received support from KGBO, while 49(90.7%) did not.  

Out of 58 respondents, 5(8.6%) received support from the JBPC while 53(91.4%) did not. 

And finally, out of 55 respondents, 13(23.6%) received support from others institution 

such as Equity Bank and Helb, Mel Kuol Foundation.  

The above trends are summarised in figure 4.17. 
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Figure 4. 17: Technical and finance support from business support institution 

These findings give evidence that majority of Nairobi SMEs do not benefits from the 

financial support and technical expertise of these institutions.  

Revenue growth 

Table4. 15 Respondents' degree of agreement on whether the SMEs' revenue growth 

 
SA A N D SD Total 

business/enterprise 
is experiencing on 

average, an increase 
in revenues 

10(16.1%) 33(53.2%) 18(29%) 1(1.6%) 0 62(100%) 

 

Respondents were asked whether on average the revenues of their SME grew for the last 

two years. It was found that out of 62 respondents 43(68.8%) agreed while 18(29%) and 

1(1.6%) respectively were neutral or disagree. One may therefore imply that the 

performance of Nairobi SMEs was fair in terms of revenues.  

8 
6 

17 

5 5 

13 

13.1% 

10% 

28.3% 

9.3% 8.6% 

23.6% 

0

5

10

15

20

25

KNCCI YEDF WEDF KGBO JBPC Others

Percentage 

Business support Institutions 

Frequency Percentage

Daystar University Repository

Archives Copy



 

95 
 

Key findings 

 

After analysis of the information collected from sampled SMEs, this is the summary of 

the key findings: 

 Diversification (42.3%), product development (38.5%), differentiation (34.6%), 

customer service (32.1%), focus strategy (30.8%), market development (28.2%) 

and geographic expansion (24.4%) in this order were out of thirteen the seven 

most employed growth strategies by the sampled SMEs. 

 Personal savings of the owner (47.4%), commercial or personal loans from 

financial institutions (43.6%), credit owing to suppliers (28.2%), and micro-credit 

(15.4%) were the five most important financial instruments used by sampled 

SMEs to finance their business, while government’s loan was the ninth one and 

the second last instruments.   

 Newspaper (59.3%), internet sites or blog (55.6%), television (33.3%), brochures 

(29.6%), e-newsletter (29.6%), radio (25.9%) and billboard (22.2%) in this order, 

were the seven top advertising techniques employed by were service–based SMEs 

 Direct marketing (33.3%), Internet sites (29.2%), newspaper (25%), brochures 

(20.8%), radio (20.8%), e-newsletter (16.7%) and mobile billboard (16.7%) in this 

order, were the seven top advertising techniques employed product-based SMEs. 

 Internet sites (70.8%), newspaper (58.3%), magazine (45.8%), brochure (41.7%), 

radio (41.7%), television (33.3%) and e-newsletter (29.2%) in this order were the 

seven top advertising techniques employed service and product-based SMEs. 
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 Majority of the sampled SMEs (91.4%) realized an increase in number of 

customers for the last two years; an increase in annual turnover (79.7%), an 

improvement in corporate image (82.6%), stability or a decrease (52.9%)  in 

number of employees, increase in number of employees trained (51.l %), increase 

profit (72.2%). 

 The type of product or service (72.6%) was the first most determinant factor to 

high volume of sales; followed by the physical location (67.3%) of the SME, 

competitive prices (49.3%), and business line (43.9%). 

Summary 

In this chapter, the researcher analysed and interpreted each parameter spelt out in the 

questionnaire. The analysis was organised on the presentation of the responses’ trend in a 

table or figure, followed by a brief conclusion drawn from the trend of the data being 

presented. Finally, the researcher complete when possible compared the finding with the 

generally accepted knowledge on the parameter being tested to find out with it converged 

or not.  

In the next chapter, we will discuss on the conclusions drawn from the analysis of chapter 

four. This will enable the researcher to give appropriate recommendations for Nairobi 

SMEs. 
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CHAPTER FIVE 

DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS 

Introduction 

This study sought to determine the nature and effectiveness of strategies developed by 

Nairobi SMEs to expand their market and promote their businesses. For this purpose, the 

researcher formulated three objectives which were (1) to determine what growth 

strategies Nairobi SMEs employed to attract and maintain their customers, (2) to identify 

advertising techniques employed by Nairobi SMEs to promote their businesses, and (3) to 

determine the effectiveness of growth strategies employed by Nairobi SMEs. This 

chapter hence seeks to discuss the findings obtained in chapter three, conclude on their 

significance and suggest recommendations that Nairobi SMEs should observe to enhance 

their performance.  

Discussion 

Growth Strategies 

This study has revealed that the seven most employed growth strategies by Nairobi SMEs 

were diversification (42.3%), product development (38.5%), differentiation (34.6%), 

effective customer service (32.1%), focus strategy (30.8%), market development (28.2%) 

and geographic expansion (24.4%).   

Majority of the sampled SMEs were more inclined to developing new products and 

services for new markets as a way of diversifying their businesses. This finding is 

consistent with a survey conducted in the UK on growth strategies employed by 124 

SMEs (Oswald & Fiona, 2003). It was found that developing new markets 
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(diversification) was the most employed strategy. The popularity of diversification as the 

most employed growth strategy among Nairobi SMEs could be explained by the stiff 

competition faced by players as found by Bowen et al.(2009, p. 21). 

The survey also showed that international strategic alliances and international franchising 

were two of the three least employed growth strategies among Nairobi SMEs. It is 

therefore apparent that Nairobi SMEs are still not open to the global market, as also 

confirmed by Bowen et al.(2009, p. 26).  

The lack of global or regional orientation in the growth strategies used by Nairobi SMEs 

is also confirmed by the limited inclination to human and intellectual capital. As this 

survey showed, majority of the sampled SMEs did not train their employees, nor did they 

benefit from local consulting and business support institutions. Rogerson (2000, p. 692) 

states that “education and training are seen as central to the enterprise’s ability for 

‘learning to compete’ in the context of globalisation”.  

Simister, (2011) states that market penetration strategy is the preferred route to growth 

for many businesses because it appears safe. However this study has shown that Nairobi 

SMEs were not inclined to penetration strategy to grow their business since it was not 

among the seven top strategies employed by Nairobi SMEs. The researcher therefore 

conclude that that Nairobi SMEs do not hold steady the competitive position they 

conquered in the market, since they failed to aggressively support their products and 

services in the existing markets. It is therefore of the view of the respondents that Nairobi 

SMEs should fully and effectively employ penetration strategy to secure their 

competitive position given that the market is very competitive. Also they should build 
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partnership and strategic alliances with strategic foreign partners reinforce their 

competitiveness and manage the market saturation. 

Financial Instruments supporting Growth Strategies 

 

The literature review revealed that “ventures that received external capital achieved 

statistically significantly higher sales and employment growth compared with ventures 

without external capital” (Carpenter & Petersen, 2002). Hence the study sought to 

determine the types of financial instruments which were mostly employed by Nairobi 

SMEs to support their growth strategies. It was found that the five top financial 

instruments used by Nairobi SMEs were personal savings of the owner (47.3%), 

commercial or personal loans from financial institutions (43.6%), credit owing to 

suppliers (28.2%) and micro-credit (15.4%).  

The fact that personal saving is the financial instrument mostly employed by Nairobi 

SMEs is consistent with the findings across the African continent where SMEs owners do 

not have easy access to financial institutions (Abor & Quartey, 2010). However, the fact 

that loans from local financial institutions were the second financial instrument used by 

Nairobi SMEs; it is evident that getting finance is no longer a major challenge for Nairobi 

SMEs. This finding on improvement on access to financial support is also confirmed by 

the survey conducted by Bowen et al. (2009).  

Government loans or grants were the second last financial instrument employed by 

Nairobi SMEs (5.1%). This small percentage in receiving government’s loans is 

consistent with the observation made by Wanjohi (2011, p. 2) who noted that the 

Daystar University Repository

Archives Copy



 

100 
 

budgetary fund allocated by the Kenyan government to SMEs’ support was by all means 

“small to cater for the needs of all players in the massive SME sub-sector”. 

However on whether the use of external finances led to greater performance compared to 

the use of internal finances, the survey did not provide conclusive observations, since 

SMEs using internal and external finances were both successful in general. 

The researcher therefore concludes that the positive performance of Nairobi SMEs is 

supported in part, if not mainly, by the better access to commercial loans. Nairobi SMEs 

should hence become more professional, take advantage of local consulting firm and 

small business support institutions to develop attractive business project and obtain better 

financial support from local commercial banks and micro-finance.  

Advertising Techniques for Growth 

 

In modern business advertisement is one of the best tools to promote one’s business 

(Capon & Hulbert, 2007). This study has revealed that Nairobi based SMEs employed 

different sets of advertising techniques depending on whether they were service-based, 

product-based or service and product-based. The following seven advertising techniques 

were found to be the most employed by the sampled SMEs: internet sites or blog (50%), 

newspaper (47.4%), brochures (30.8%), radio (28.2%), television (25.6%), E-newsletter 

and magazine (24.4%).  

The popularity of internet-based advertisement among Nairobi SMEs gives evidence to 

the improvement of IT infrastructure in the county. It is therefore of the view of the 

researcher that Nairobi SMEs are on a par with the ongoing IT dynamism.  However, 
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when asked whether they received any support from the Getting Kenyan Business Online 

(GKBO) project, only 8.6% of the selected SMEs said yes. The researcher therefore 

believes that majority of Nairobi SMEs went online before the commencement of the 

GKBO project last September 2011 (Adero, 2011).  

Television is considered to be one of the most effective advertising techniques 

(Stephanie, 2008). However this survey suggests that it was not the preferred advertising 

techniques in Nairobi SMEs. One may therefore conclude that the popularity of Internet-

based advertising is due to cost saving reasons. In order to fully utilise the potential of 

online advertising, Nairobi SMEs should link up with local consulting firm or small 

business support institutions to get the expertise for excellence. 

Effectiveness of Growth Strategies employed by Nairobi SMEs 

 

The literature provided in chapter two revealed that the effectiveness of growth strategies 

could be measured in terms of sustainable growth of sales, market expansion, revenue 

growth, profit growth, increased customer base, increase in company’s number of 

employees, or increase in product and service development. 

The analysis of collected data  revealed that majority of the sampled SMEs (91.4%) 

realised an increase in number of customers for the last two years; an increase in annual 

turnover (79.7%), an improvement in corporate image (82.6%), stability or a decrease 

(52.9%)  in number of employees, increase in number of employees trained (51.l %), 

increase profit (72.2%). 
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Harrison and Caron (2008, p. 89) “a successful growth strategy will allow a company to 

increase its customer base, market segment, geographical scope, and/or product lines 

which should lead to revenue growth”. According to Salojarvi et al. (2005, p. 105) state 

that “sustainable growth of sales is considered as the most important and reliable success 

criteria of SMEs”. Consequently, one may therefore conclude that the top growth 

strategies employed by the sampled SMEs were effective since majority of the sampled 

made an increase in the above variables. Number of employees was the only variable, 

where majority of the sampled SMEs experienced a decrease of stability. It would be 

advisable for SMEs to build their performance on specific and intended competences 

such as human and intellectual capital which are the only solid ground for sustainable 

performance.  

Effectiveness in terms of Revenues 

 

As it was for majority of growth variables, the survey revealed that majority of sampled 

SMEs were also fairly performing well in terms of revenue growth as they reported an 

increase in revenue for the last two years. There were three key factors which determined 

this revenue growth: type of product or service, physical location of the business and 

competitive prices. It is therefore the view of the researcher that SMEs intending to grow 

their revenues should formulated the strategies within the scope of the type of product or 

service, physical location, and competitive pricing. 

Conclusions 
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It was assumed in this study that Nairobi SMEs were not customer-oriented in their 

strategizing which led to high rates of failures in the past years. But the study has shown 

that the sampled SMEs considered customer care as one of their critical strategies to 

growth. It is therefore the view of the researcher that the above assumption is not valid.  

Despite the apparent positive performance of Nairobi SMEs, this study has shown that 

Nairobi SMEs are not oriented to the global market.  

It was also assumed that Nairobi SMEs did not look for further market outside the 

locality. This study seems to confirm the assumption in that international strategic 

alliances and international franchising were two of three least employed growth strategies 

among Nairobi SMEs. This lack of international orientation was also discovered by 

Bowen et al.(2009). 

The last assumption made was that Nairobi high growth SMEs are those which serve 

niche markets. However, this study gives evidence that reject the assumption in that 

majority of sampled SMEs were successful in terms of customer base growth and 

revenue growth for the last two years.  

Recommendations 

 

On the basis of the findings yield by this survey and the discussion given above, the 

researcher suggests the following three recommendations:  

Nairobi SMEs should consider building business partnership through international 

franchising which will enable them to build an advantageous competitive positioning. 
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Building partnership should also consist of making strategic alliances with international 

business partners to build and secure their competitiveness. 

Nairobi SMEs should also focus their growth on intangible assets such as intellectual and 

human capital. This may be costly to SMEs; however, there are local business support 

institutions such as KCCI, WEDF, and YEDF which offers consulting services in 

business management and marketing intelligence at affordable rates. 

In order to effectively reach customers, Nairobi product-based SMEs should employ 

television and radio advertisements, and intensively support their product in the existing 

markets. This would enable them sustain the business and depart from the trend of 

decline at the third year of operation as found in this study. 

Areas for Further Studies 

 

The literature showed that there are several barriers which can prohibit a firm to engage 

to internationalization or cross-border trades. These are attitudinal, structural and 

operational barriers (Loane & Bell, 2011). Further studies are therefore required to 

establish which one (s) of these three barriers are the cause of lack of inclination to 

international franchise and strategic alliances among Nairobi SMEs.  

 

This study also revealed that SMEs employed different sets of advertising strategies to 

promote their business. For instance, service-based SMEs used television and radio 

advertisements among other advertising techniques, while product-based did not. Further 
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studies are required to establish why there is little inclination to television and radio 

advertisements, yet they are among the most effective ones (Stephanie, 2008).  
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APPENDICES 
 

 

Appendix A: Cover letter for mailed questionnaire 

 
Kiossi-Mikala                      
Guailor Vertu                  
Tel.  07 32 80 25 45      Nairobi, Kenya 
December 28, 2011 
 
Dear Sir/Madam, 
Will you do me a favour? 
I am a fully-registered student from Daystar University. For the purpose of completing 
my MBA degree, I am writing a thesis on “An Assessment of Growth Strategies 
Employed by Small and Medium Enterprises in Nairobi, Kenya”. Thus your answers will 
enable me to be aware of the means that Nairobi SMEs use to attract and maintain their 
customers, to examine strategies employed by Nairobi SMEs to promote their businesses, 
and to assess the effectiveness of growth strategies they employ. 
It will take only a short time to answer the simple questions on the questionnaire and to 
email it back or return it in the stamped enclosed envelop.  
I will ensure that information collected will be used strictly for academic purpose and 
will be kept confidential. Thus you are kindly requested to be as honest as possible in 
answering the stated questions.  
If you are interested in the findings of this study, please just write your name and address 
at the end of the questionnaire, I will provide you with a complementary report as soon as 
ready. 
Thank you for your help! 
Sincerely,  

 
Kiossi-Mikala 
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Appendix B: Questionnaire 

Dear respondent, would you do me a favour? 
I am Vertu Kiossi a MBA student from Daystar University. This is a questionnaire 
intended to collect data for a MBA thesis entitled “An Assessment of growth Strategies 
Employed by SMEs in Nairobi, Kenya”. Your responses to the simple questions on the 
questionnaire will be highly appreciated, and you can be sure there is neither deceptive 
question nor questions touching your privacy/identity. All your answers will be treated 
with confidentiality and exclusively for academic purpose.  
 
1. Companies/businesses can be classified in terms of products or services they sell. 

Please select the category which best describes your company/business: 
 

a. Services (intangible)  [    ] 
b. Product (tangible)  [    ] 
c. Services and products  [    ] 

 
2. Which of the following represent the size of your company/business in terms of 

employees? 
a. Less than 10 [    ];  b.  10-49 [    ];      c. 50-99 [    ]             

  
3. Which age group below, is your company/business in? 

a. Less than one year [    ] 
b. 1-3 years [    ] 
c. 4-6 years [    ] 
d. More than 6 years [    ]    

4. Here is a set of seven business industries. Please check the one which covers your 
company/business activities 

a. [  ] General Trade, Wholesale, Retail, Stores, Shops, Personal       
Services  

b. [   ] Transport, Storage and/or Communications    
c. [   ] Agriculture, Forestry and/or Natural Resources Extraction 
d. [   ] Accommodation and/or Catering  
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e. [   ] Professional & Technical Services   
f. [   ] Health and Entertainment Services  
g. [   ] Industrial Plants, Factories, Workshops, Contractors   
h. [   ] others: ............................................................................. 

 
5. What position do you hold in the organisation: 

a. Owner   [    ] 
b. Manager  [    ] 
c. Supervisor  [    ] 
d. Clerk   [    ] 
e. Other   [    ]  
f. (If “other”, please specify:  (........................................) 

 
6. How long have you been working in this enterprise/business? 

a. Less than 1 year   [    ] 
b. 2-3 years   [    ] 
c. 4-5 years   [    ] 
d. More than 5 years  [    ] 

 
7. On a scale of 1-5 (1 being the lowest rank and 5 the highest rank), please indicate 

how important each of the following characteristics is to high volume of sales for 
your company/business (Check ONE box for EACH characteristic): 

 

Characteristics Importance 

a)  Type of 
product/service 

1 2 3 4 5 

b) Competitive 
pricing  

1 2 3 4 5 

c) Physical location 1 2 3 4 5 

d) Business line 
(industry) 

1 2 3 4 5 

e) Total business 
hours per day 

1 2 3 4 5 

 
8. Advertising is one of the best form of attracting customers:  

 
a. Strongly agree  [    ]              b. Agree          [    ]  
c. Neutral   [    ]  d. Disagree  [    ] 
e. Strongly disagree  [    ] 

 
9.  Please check one or several of the following advertising techniques that your 

company/business has used from 2011 up-to-date: 
 

Statements Tick  

1) Newspaper advertisements  

2)Magazine advertisements  
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3)Periodical advertisements  

4)Brochures and/or leaflets  

5)Television advertisements  

6)Radio advertisements  

7)E-newsletter, e-postcard sent to a database of email addresses  

8)Internet sites or blog  

9)Virtual marketing as Twitter or other social media posts  

10)Direct Marketing includes flyers, postcards and / or promotional 
letter sent to a database of home or business addresses 

11)billboard advertising 

12)Mobile billboard advertising 

13)Others  

14)None 

If you have ticked off “others”, please specify: 
....................................................................................................................................
.................................................................................................................................... 
 

10. The need for financial resources of a business/enterprise evolves as it grows: 
 

a. Strongly agree  [    ]  b.  Agree [    ]  
c. Neutral   [    ]  d. Disagree  [    ] 
e. Strongly disagree  [    ] 
 

11. There are several types of financial resources that can be used by small and 
medium-sized enterprises/businesses as they grow. Please select one or several of the 
following which your company/business uses to finance its activities. 

a. [   ] Personal savings of the owner   
b. [   ] Loans from relatives and friends of the owner  
c. [   ] Loans from other unrelated individuals  
d. [   ] Government loans or grants 
e. [   ] Leasing       
f. [   ] Credit owing to suppliers 
g. [   ] Commercial or personal loans from financial  

       Institutions  
h. [   ] Micro-credit 
i. [   ] Other source of finance 

 
12. Comparing the two last years (2010 and 2011), please select for your 

company/business the appropriate answer for each line. 
 

Statements 1. Yes 2. No 3. Not 
applicable 

1. Market share (customer base) has 
increased 

   

2. Annual turnover (sales volumes) has    
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increased 

3. Corporate image has improved    

4. Company/business branch (Name) is 
better known 

   

5. Total number of employees has 
increased 

   

6. Total number of employees has 
decreased 

   

7. More employees were trained    

8. New products/services were developed    

9. The profit was higher    

10. The profit was the same    

11. It was a loss    

 
13. For the last 3 years has your company/business got any support (financial or technical 

from the following institutions? Please check either “Yes” or “No”. 
 

Institutions 1.Yes 2.No 

a)Kenya National Chamber of commerce and industry 
(KNCCI) 

  

b)The Youth Enterprise Development Fund (YEDF)   

c)The Women Enterprise Development Fund (WEDF)   

d)The Getting Kenyan Businesses Online (GKBO) 
project 

  

e)Jitihada business plan competition 

g)Others  

 
Please if you ticked “others”, state: 
.................................................................................................................................... 
.................................................................................................................................... 

14. With reference to the last past 1 to 5 years of your company/business existence, 
which one of the following strategies or their combination would best explainyour 
company/business’ sustainability 

Number Strategies Tick  

1 Acquisition of similar enterprises   

2 Acquisition of enterprises with total different product/service   

3 
Development of new product/service for the current market 
(current customers of the business/enterprise) 

  

4 
Development of new product/service for new markets 
(customers who are not served yet by your business/enterprise) 

  

5 
Intensifying enterprise presence in current market by re-
launching same product/service, with aggressive marketing  

  

6 Reaching new markets with the existing products/services   

7 
Merge with your suppliers and/or customers (distributors, 
business customers) 
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8 
Selling products, systems, or management services to a 
company in another country 

  

9 Expansion within several locations of Nairobi and/or Kenya   

10 Stressing on superior customer service   

11 Stressing on low prices, discounts or special offers   

12 
Combining efforts and/or assets with companies in different 
countries 

  

13 
Offering products or services that are different from those of 
competitors based on quality, package or delivery  

  

14 Targeting smaller segment in the current market   

 
 

15. [If your company/business age is less than 2 years, skip this question]. 
For the last two years, your company/business is experiencing on average, an 
increase in revenues: 

a. Strongly agree  [    ]  b.  Agree [    ]  
c. Neutral   [    ]  d. Disagree  [    ] 
e. Strongly disagree  [    ] 

16. Please indicted in which one of the following city areas, is your company/business 
located: 

a. [    ] Westlands 
b. [    ] Nairobi Central Business District (CBD) 
c. [    ] Industrial Area 
d. [    ] Others (If “others”, please specify): 

................................................................................................

................................................................................................ 
 

Thank you for your time and assistance! 
 

 

 

 

 

 

 

 

 

 

Daystar University Repository

Archives Copy



 

124 
 

 

 

 

 

 

 

 

Appendix C: Questionnaire in Kiswahili 

Ndugu muhusika, ninahitaji masaada wako 
Ndugu muhusika, jina langu ni Vertu Kiossi, mwanafunzi wa MBA katika Chuo Kikuu 
Cha Daystar. Maswali haya ni kwa ajili ya kukusanya habari (data) ya utafiti wa MBA. 
Kichwa cha utafiti huu ni: “uchunguzi wa mikakati ya ukuaji wa SMEs mjini Nairobi, 
Kenya”. Shukrani kwa kujibu maswali haya. Ningependa kukuhakikishia kwamba 
maswali haya hayagusi maisha yako, wala habari binafsi, Majibu yatatumiwa kwa ajili ya 
huu utafiti pekee.  

1. Makampuni/Biashara yaweza kuwekwa kwa vitengo kama bidhaa ama huduma. 
Tafadhali chagua jibu moja ambayo inaambatana na kampuni/biashara yako: 

a. Huduma  [    ] 
b. Bidhaa   [    ] 
c. Huduma na Bidhaa  [    ] 

 
2. Chagua jibu moja ambalo limelingana na kampuni/biashara yako kuhusu idadi ya 

wafanyakazi: 
a.Chini ya watu 10 [   ]  b. Kati ya 10-49 [   ]   c. Kati ya 50-99 [   ] 
 

3.  Kampuni/biashara yako imedumu kwa muda gani? Chagua jibu moja: 
a. Chini ya mwaka moja     [    ] 
b. Kati ya miaka 1-3  [    ] 
c. Kati ya miaka 4-6  [    ] 
d. Zaidi ya miaka 6   [    ] 

 
4.  Kati ya hizi shuguli zifuatazao, chagua moja ambayo inalingana na 

kampuni/biashara yako: 
 

a. [    ] Biashara za jumla, rejareja, stores, duka, huduma za binafsi 
b. [    ] Usafiri, uhifadhi na/au mawasiliano 
c. [    ] Kilimo, misitu na/au uchimbaji mali asili 
d. [    ] Vyumba vya wageni na/au upishi 
e. [    ] Ujuzi na kazi za ufundi 
f. [    ] Afya na burudani 
g. [    ] Mimea ya viwanda, duka ya ufundi, kandarasi 
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h. [    ] Zinginezo: …………………………………………..……. 
 
 

5. Nafasi yako ni ipi: 
a. Mmiliki   [    ] 
b. Meneja  [    ] 
c. Msimamizi  [    ] 
d. Karani   [    ] 
e. Nyingine  [    ] 

(Kama ni ‘nyingine’, tafadhali utaje :…………………….…….) 
 

 
6. Kwa muda gani umefanya kazi katika kampuni/biashara hii : 

a. Chini yamwaka moja  [    ] 
b. Kati ya miaka 2-3  [    ] 
c. Kati ya miaka 4-5  [    ] 
d. Zaidi ya miaka 5  [    ] 

 
7. Katika sifa zilizoorodheshwa kwenye jedwali hapa chini, ni ipi/zipi zinachngia 

katika kuongezeka kwa mauzo ya biashara yako.(1 ni sifa ya chini sana, 5 ndiyo 
ya juu sana). Tafadhali, weka alama moja kwa chumba husika kuashiria umuhimu 
wake. 
 

Sifa Umuhimu 

a. Aina /huduma 1 2 3 4 5 

b. Bei ya ushindani 1 2 3 4 5 

c. Eneo la biashara 1 2 3 4 5 

d. Aina ya biashara 1 2 3 4 5 

e. Jumla ya masaa ya 
biashara kwa siku 

1 2 3 4 5 

 
 

8. Matangazo ya biashara ni aina moja bora ya mikakati ya kuvutia wateja : 
a. Nakubali kabisa   [    ]           b. Nakubali    [    ]  
c. Sijui    [    ]             d. Sikubaliani nalo [    ] 
e. Sikubaliani nalo kabisa  [    ]  

9. Chagua moja au zaidi ambayo ni baadhi ya mbinu ya matangazo ya biashara 
ambayo kampuni/biashara yenu ilitumia tokea mwaka wa 2011 hadi sasa. 
 

Mbinu Jibu 

1. Tangazo magazetini (newspapers ad)  

2. Tangazo magazetini (magazine ad)  

3. Tangazo la jarida  

4. Vipeperushi/vijikaratasi  
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5. Televisheni  

6. Redio  

7. E-barua,e-postkadi kwa orodha ya anwani yabarua pepe  

8. Mtanda au blogi  

9. Twitter au njia zingine zama wasiliano za kijamii  

10. Uhamasishaji wa moja kwa moja, vipeperushi, barua ya 
uendelezaji kwa orodha ya anwani 

 

11. Matangazo hadharani(billboard)  

12. Matangazo tanga hadharani(mobile billboard)  

13. Nyingine  

14. Hakuna lolote  

 
Ikiwa jibu lako ni ‘’nyingine’’ tafadhali elezea  zaidi 
………………………………………………………………………………………
……………………………………………………………………………………… 
 
 
 
 
 
 
 
 
 
 
 
 
 

10. Haja ya kifedha huongezeka kadiri kapuni/biashara inapopanuka : 
 

a. Nakubali kabisa   [    ]           b. Nakubali    [    ]  
c. Sijui    [    ]             d. Sikubaliani nalo [    ] 
e. Sikubaliani nalo kabisa  [    ]  

 
11. Kuna aina kadhaa za upataji fedha kwa ajiliya kampuni au biashara kadiri zinavyo 

panuka : 
a. [    ] Akiba binafsi ya mmiliki 
b. [    ] Mikopo kutoka jamii au marafiki 
c. [    ] Mikopo kutoka watu wengine 
d. [    ] Mikopo au msaada kutoka serikali 
e. [    ] Leasing 
f. [    ] Mikopo kutokana na wauzaji 
g. [    ] Mikopo yakibiashara au ya kibinafsi kutoka taasisi yakifedha 
h. [    ] Taasisi za mikopo midogo 
i. [    ] Nyingine 
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12. Linganisha miaka miwili iliyopita(2010 na 2011), chagua jibu ambalo 
linaambatana na kampuni/biashara yako: 

 
 
 
 

13. Je, kampuni/biashara yako ilipata msaada(kifedha au huduma nyingine) miaka 3 
iliyopita kutoka taasisi hizi ? ndiyo/hapana. 
 

Taasisi Ndiyo Hapana 

a. Taasisi ya biashara naviwanda ya 
kenya(KNCCI) 

  

b. Taasisi ya maendeleo ya vijana(YEDF)   

c. Taasisi ya maendeleo ya wanawake(WEDF)   

d. Taasisi GKBO   

e. Taasisi Jitihada   

f. Nyingine   

 
Kama jibu ni ‘’nyingine’’ tafadhalilitaje : ………………………………............... 
 

14. Kwa miaka 1 au 5 iliyopita, ni  mikakati ipi katika hii ifuatayo ilitumiwa kwa ajili 
ya kudumisha kazi ya kampuni au biashara yako : 

 Mikakati Jibu 

1 Kununua kampuni nyingine yenye huduma/bidhaa sawa  

2 Kununua kampuni nyingine yenye huduma/bidhaa tofauti  

3 Kubuni bidhaa/huduma kwa ajili ya wateja waliopo  

4 Kubuni bidhaa/huduma kwa wateja wapya  

5 Kukuza kazi zakampuni/biashara kupitia bidhaa/huduma za kale  

6 Kuendea soko jipya kupitia huduma/bidhaa za kale  

7 Kuendea soko jipya kupitia huduma/bidhaa mpya  

8 Kuchanganya huduma/bidhaa pamoja na zileza wateja  

9 Kuuza bidhaa… kwa inchi za kigeni  

Hali Ndiyo Hapa
na 

Haih
usiki 

1. Sehemu ya soko(wateja) imeongezeka    

2. Mauzo ya kila mwaka(idadi ya mauzo) 
imeongezeka 

   

3. Picha ya kampuni imeboreka    

4. Tawi la kampuni imejulikana zaidi    

5. Idadi ya wafanyakazi imeongezeka    

6. Idadi ya wafanyakazi imepungua    

7. Wafanyakazi wengi walipewa mafunzo    

8. Bidhaa/huduma mpya ilibuniwa    

9. Faida ilikuwa kubwa zaidi    

10. Faida ilikuwa ile ile    

11. Ilikuwa ni hasara    
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10 Kupanua biashara kati ya maeneo kadhaa ya Nairobi  au/Kenya  

11 Kusisitiza juu ya huduma bora kwa wateja  

12 Kusitiza juu ya bei nafuu, kupunguza bei au ofa maalum  

13 Kuchanganya juhudi na/au mali ya kampuni katika inchi 
mbalimbali 

 

14 Kutoa bidhaa/huduma tofauti na zile za wa pinzani ukisisitizia 
ubora,  kusokota au kusafirisha(competitors),(quality, package or 
delivery) 

 

15 Kulenga sehemu ndogo ya wateja katika soko la sasa  

 
 

15. Kama kampuni/biashara yako ina muda wa chini ya miaka 2, usijibu swali hili. 
Kwa miaka miwili iliyopita,mapato ya kampuni/biashara yako imeongezeka ?   

a. Nakubali kabisa   [    ]           b. Nakubali    [    ]  
c. Sijui    [    ]             d. Sikubaliani nalo [    ] 
e. Sikubaliani nalo kabisa  [    ]  

16. Tafadhali chagua eneo ambalo kampuni/biashara yako hupatikana: 
[    ] Westlands 
[    ] Nairobi Central Business District (CBD) 
[    ] Maeneo ya viwanda (industrial) 
[    ] Nyingine (kama ni nyingine, tafadhali fafanua): 
……………………………………………………………………………………… 

 
Shukrani kwa wakati na msaada wako. 
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Appendix D: Published statistical table(EDIS, 2009) 

 

Sample size for ±3%, ±5%, ±7% and ±10% Precision Levels Where Confidence Level is 
95% and P=.5. 

Size of Sample Size (n) for Precision (e) of: 

Population ±3% ±5% ±7% ±10% 

500 A 222 145 83 

600 A 240 152 86 

700 A 255 158 88 

800 A 267 163 89 

900 A 277 166 90 

1,000 A 286 169 91 

2,000 714 333 185 95 

3,000 811 353 191 97 

4,000 870 364 194 98 

5,000 909 370 196 98 
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6,000 938 375 197 98 

7,000 959 378 198 99 

8,000 976 381 199 99 

9,000 989 383 200 99 

10,000 1,000 385 200 99 

15,000 1,034 390 201 99 

20,000 1,053 392 204 100 

25,000 1,064 394 204 100 

50,000 1,087 397 204 100 

100,000 1,099 398 204 100 

>100,000 1,111 400 204 100 

a = Assumption of normal population is poor (Yamane, 1967). The entire population 
should be sampled. 

 
 
 
 
 
 
 

Appendix E: stratification of the selected sample (Adapted from City Council of Nairobi 

as cited in Mutali, 2010, target population) 

 

Business 
category 

Business 
code 

Description Total count 
Total per 
category 

1 

105 

Large trader, Shop, Retail Store or 
Personal Service 
From 21 to 100 employees &/or 
premises from 50 to 3000 m2 
Far away location 

16 =(100x0.16) 

27 

195 
Other wholesale-Retail traders, 
stores, shops and services 

11= (100x0.11) 

3 

305 
Larger Transportation Company 
Over 30 Vehicles 

1≈(100x0.005) 

5 

310 
Medium Transport Company. 
From 60 to 30 Vehicles 

2≈ (100x0.021) 
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330 
Medium Petrol Filling Station. 
Up to 4 to 6 Pumps And Without 
Garage Workshop Or Retail Shop 

1≈ (100x0.008) 

395 
Other Transport, Storage And 
Communications 

1≈ (100x0.01) 

4 

405 
Large Agricultural Producer, 
Processor, Dealer, Exporter. Over 
50 employees 

0≈ (100x0.003) 

1 
 

410 
Medium Agricultural 
Producer/Processor,/Dealer/Exporte
r. From 11 to 50 employees 

1=(100x0.01) 

420 
Large Mining or Natural Resources 
Extraction Operation. Over 50 
employees 

0≈ 
(100x0.0003) 
 

425 
Medium Mining or Natural 
Resources Extraction Operation. 
From 4 to 50 employees 

0≈ 
(100x0.0007) 
 

5 

506 
Medium High Standard Lodging 
House / Hotel. D Class. From 41 to 
100 rooms 

0≈ (100x0.003) 
 

3 
 
 
 

540 
Large Restaurant with Bar / 
Membership Club. Over 30 
customers / members 

3=(100x0.03) 
 

595 Other catering and accommodation. 
0≈ (100x0.003) 
 

6 
605 

Large Professional Services Firm. 
Over 10 Practitioners &/or 
international affiliation 

1≈ (100x0.005) 

51 
625 

Large Financial Services. Over 25 
employees or premises over 300m2 

2≈ (100x0.02) 

 695 
Other professional & Technical 
services 

48=(100x0.48) 

7 

705 

Private higher education institution 
Any type of private university, 
college or higher education 
institution 

1≈ 100x0.008) 

2 
730 

Medium private  health facility 
From 11 to 30 beds 
Funeral home 

0≈ (100x0.002) 

750 

Large entertainment facility 
Cinema Theatre Video Show. Over 
100 seats 
Amusement Juke Box games 
Machines Arcades. Over 10 

1≈ (100x0.003) 
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machines 
Sports gym. Over 50 machines 

795 
Other education health & 
entertainment services 

3≈ (100x0.03) 

12 
 

8 

805 
Large industrial plant 
Over 75 employees or premises 
over 2,500 m2 

3=(100x0.03) 

810 
Medium industrial plant 
From 16 to 75 employees or 
premises from 100 m2  to 2500m2 

5=(100x0.05) 

895 
Other manufacturer, workshops, 
factory contractor 

1≈ (100x0.009) 
 

 
Total  number of businesses registered qualified to 
participate in this survey 
 

100 
 

100 
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Appendix F: Research permit 
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Appendix G: Research permit ID 
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