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AN ASSESSMENT OF ORGANIZATIONAL FACTORS INFLUENCING THE

FINANCIAL PERFORMANCE OF ACCESS KENYA GROUP.

ABSTRACT

Since financial performance is important to thecess of any business then improved
financial performance in Access Kenya Group prodittee main motivation for this study as
expenses were seen to be growing much faster évanues in the five year financial statement
analysis of 2008 to 2012. It was therefore, thepse of this study to assess the organizational
factors that influence the financial performancé@ofess Kenya Group. The key indicators for
financial performance being: to determine the amase of revenue growth opportunities
available for Access Kenya Group; to assess tlatioakhip between business expenses and
revenue growth for Access Kenya Group and to etalwaether Access Kenya Group has
people capabilities required to implement finanp@iformance. In order, to achieve the stated
objectives of the study, a questionnaire contaisimgctured questions was used. It was however,
accompanied by probing questions when the nee@ fwo®laboration. The returned
guestionnaires were first sorted, coded, editedkaydd in the computer using SPSS (Statistical
Package for Social Sciences). Considering thatl#te to be collected was quantitative data,
descriptive analysis technique was best suiteddtat analysis. The conclusions and
recommendations of the study were that the orgaaizahould maintain a balance between
revenue growth and cost reduction. Secondly,ihortant to note that customer retention and
new products are critical for the organization #md can only be achieved through a detailed
grasp of the changing risk profile of the institutiwhich can only be achieved by building
quality data and infrastructural investments. Hlso increasingly important for Access Kenya
Group to understand the regulatory codes emergibgth national and international level as
this will assist the business in growing sustaieaablenues. Finally, the organization will
require to better align the way people work to ém@irem focus on business objectives, training
and skills programmed’ to better achieve theseabjes, infusing retailing skills and a cultural
revolution in the way staff are led, managed, gdimeasured and rewarded. For, further study
the causes of low market share of Access Kenyapgrotural areas should be looked into
considering as it is very popular in Nairobi andestmajor towns in Kenya. It is also important
to look into the impact of regulatory framework fomancial performance in future.
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OPERATIONAL DEFINITION OF KEY TERMS
Cost reductionis the process used by companies to decreasesitpEnses and increase their

net incomes. Depending on an organizations sereicpsoducts, the strategies can vary. It is

important to note that every decision in the pradisvelopment affects expenses.

Revenue Growthgives a good picture of the rate at which compah&s been able to expand
their businesses sales or incomes. All things beqal, stocks with higher revenue growth rates

are generally more desirable than those with sloesgnue growth rates.

Regulatory Framework is a system of regulations and the means useafoooe them. They
are usually established by the government to réguslaecific activities. These rules have a

structured way of being supported and most of taesrecognized by the law.

Revenue Growth Opportunitiesare advantageous circumstances or chances to expand
businesses sales or incomes. These encompassileaaswth of returns on assets, return on

investment and growth in sales.

Human resource capabilitiesare the qualitiesand abilities in people management that can be

used or developed

Training is the process of acquisition of knowledge, skilsl competencies of vocational or
practical skills and knowledge to relate to speaifseful competencies, with a goal of improving

one’s capability and performance.

Currency Exchangeis the price of one country’s currency expresseahiother country’s

currency. In other words, the rate at which oneenay can be exchanged for another.

Xi



CHAPTER ONE

INTRODUCTION

1.1 Background
Sam and Makor (2011) indicate that the concephtairhet started in the United States of

America as a way to curb the persistent militargdh emanating from the soviet bloc in the
early 1960’s. This was done by dismantling the radized forms of communications and
introducing a network like communication systemnt tiked computers together. The
suggestion came during the late 1960s to earlyd8yQJnited States of America Defence
Ministry based on fears that reliance on centrdlioems of communication through very few
and large computers may jeopardize their infornmasigstems. It was very clear that in case of

damage to computers the resultant effect would teaacreasing attack form their opponent.

Today, the internet has become very important yntdalay activities of citizens,
businesses, and governments for a number of aetiloeyond communications, these include
commerce, education, health care, and social ilciughe growth of the internet in many
arenas has led to the development of many newcapipins and devices in the best way possible
all over the world. In particular, this has ledrput of a lot of funding in-order to come up with
new high speed access, applications and deviaksvigloping countries with the per annum
growth rate in the number of Internet users in @drbeing over 33% in the past ten years almost
double the rate in Asia and Latin America (eachwiigrowth rate of 17%), and well ahead of

the growth rates in Europe (10%) and the UnitedeStand Canada (4%) (Kende, 2012).



However, a lot still needs to be done in regardadcease in the amount of broadband
(both fixed and mobile) present in developing coest as major changes have occurred, and
these changes have been driven by the internehareldriven, major change globally of the

Internet (Kende, 2012).

(Communications Commission of Kenya, 2012) repotes that growth in Kenya’s
Internet and Broadband sector has increased imtrgears due to better infrastructure, arrival of
wireless access technologies and lower tariffs stitistics further, put the total number of
internet users at seventeen million three hundreddand combining all mobile and data
internet subscribers, terrestrial wireless subscsipsatellite subscriptions, fixed internet
connections, fiber optic subscriptions and fixedleanodem users. The sector being dynamic
continues to benefit Kenya with its productivityirga As a matter of fact, it is estimated to
account for 13% of growth in Kenya’'s economy in plasst decade. Vision 2030 additionally,
targets a Gross Domestic Product growth of 10%apaum, which implies that were this to be
achieved Kenya’s per capita income would have tdotoby 2018 therefore one would
conclude that for Kenya to improve its per capiteome continued growth in revenue and
profitability of the telecommunication and techrgpjosector would be relevant (Deloitte, 2011).
The Telecommunication and Technology sector hagtard firms listed in the Nairobi
Securities Exchange (NSE) that is Access KenyaSafidricom (Nairobi Securities Exchange,
2012).

Access Kenya Group is an Internet technology safistcompany which has come a long
way since its launch in 2000. In the years 2000226nd 2003 Access Kenya Group grew its
revenue by an excess of 200%. These continuedd4 20d 2005 when it recorded top line

revenue growth of 100% each year thus placingfiésethe top most preferred corporate internet



solutions provider in Kenya. In fact, Access Kemyan the top award in Corporate Internet
Services for five consecutive years since 2001.irdgltb the growth in 2007, the Group
managed to add to its business Open View Busingste!8s Limited Technology Solutions
Company with the intention to add the latter’s pratg into the groups’ product portfolio which
was a strategic move in order to grow Access Kédgaup incomes. In 2013, Access Kenya has
been served with a notice of intention for takedvem Dimension data Group Public Limited
Company, a limited liability company incorporatedihe United Kingdom intending to acquire
all the issued shares in Access Kenya Group. Tiee oén either be successful, withdrawn or

rejected by the requisite number of shareholdecs€8s Kenya Group, 2013).

1.2: Problem Statement

From 2008 financial statements analysis indicad the expenses of Access Kenya
Group are growing faster than revenues. An anabfsigcess Kenya Income Statement in the
year 2008 to 2009 indicates that revenues havewtlgrof 32% as compared to selling general
and administration expenses which have grown by,488rest expense which has grown by
51% and currency exchange losses which have grgv2d®%. This being an indication that
expense is growing much faster as compared to vegefAppendix Il). Another analysis of
Access Kenya Income Statement in the year 200910 thdicate that revenues have declined
by 17% as compared to selling general and admatigir expenses which have grown by
30.6%, interest expense which has grown by 940%canéncy exchange losses which have
grown by 1164%. This being an indication that e)geeis growing much faster as compared to
revenues (Appendix Ill). An analysis of Access Kaiycome Statement in the year 2010 to
2011 indicate that revenues have declined by 2&ogpared to selling general and

administration expenses which have grown by 20%rést expense which has grown by 38%



and currency exchange losses which have grown %y 34his being an indication that expense
is growing much faster as compared to revenuesdAgp [V). An analysis of Access Kenya
Income Statement in the year 2011 to 2012 indidaterevenues have increased by 9% as
compared to selling administration expenses wharelgrown by 10% and interest expense or
net financing costs which have grown by 14%. Thegb an indication that expense is growing

much faster as compared to revenues (Appendix V).

Since financial performance is important to thecess of any business then improving
financial performance of Access Kenya Group hasigea the main motivation for this study as
expenses are seen to be growing much faster thanues in the five year financial statement
analysis of 2008 to 2012. It is therefore the pagof this study to assess the organizational

factors that influence the financial performancéotess Kenya Group.

1.3 Objective of the study
1.3.1 General objective

It was therefore the purpose of the study to agbessrganizational factors that influence the

financial performance of Access Kenya Group.

1.3.2 Research Objectives

The specific objectives are to:

1. determine the revenue growth opportunities albéel for Access Kenya Group.

2. assess revenue versus cost impact on finaraifdrmance of Access Kenya Group.

3. evaluate whether Access Kenya Group has hunsanimee capabilities necessary for financial

performance.



1.3.3 Research Questions

The specific research questions are:

1.what are the revenue growth opportunities avialedAccess Kenya Group?

2. what is the impact of revenue versus growthhenfinancial performance of Access Kenya
Group?

3. does Access Kenya Group has human resourceilig@sbecessary for financial

performance?

1.4 Significance of the study.

The Access Kenya Group owners willfiteriested to know how to improve financial
performance as this will in turn affect the growatind eventually the very survival of the enterpimsthe
modern day. For the academic community this studlycantribute to knowledge and give
recommendations for those planning to do furthseaech. The will also seek to increase knowledge on
this subject. The management may benefit in assgsdiether they use the correct methods of findncia
management. Stakeholders will benefit as the rebemitl be a source of information for sound
decisions in the enterprise. Policy makers wilbbé to make better policies with the knowledge on

how to improve financial performance.

1.5 Scope and limitations of the study.

The survey will target Access Kenya hebdapartments who make policy decisions and
are therefore directly involved in facilitating imgwed financial performance. In terms of
knowledge, the study will revolve around assessiggnizational factors that influence the

financial performance of Access Kenya Group.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

In today’s global environment, change rather thabibty is the order of the day. Rapid
changes in technology, competition and customesiahds have increased the rate at which
companies need to alter their plans to achievaiceobjectives and structures to survive in the
market place. One of the principle reasons busasefssl is their inability to alter and adapt to a
new competitive environment because of businessielsaing willing to change. Once an
organization has been created and task and relgore$hips are defined, a set of forces is put
into operation that makes organization inertiasTibithe tendency of businesses to continue to
rely on the skills and competencies that made thigenessful even when those competencies do
not match the new competitive environment. Anotteerse of organizational inertia is conflict
and power struggles that occur at the top of aarargtion as managers strive to influence

decision making to protect and enhance their ovgitipas (Hill and Jones, 2001).

Greenberg and Baron (2002), points out that finsinges are those that are continuous in
nature and involve small shifts in the way busieessperate. These are basically very
intentional incremental changes undertaken by legsies. According to Goodstein and Burke
(1991), plans to change how to achieve a speaifipgse are often referred to as second order
changes. These are fundamental transformationsewherbusiness totally changes its essential
operational structure while looking for a new comitpee edge within the market place.

Adapting to changing goals and demands has basrekess challenge for businesses, but the
task seems to become even more important. Suctesgémizational adaptation is increasingly

reliant on generating employee support and enthosfar proposed changes. Leadership of



change belongs to one small group of people tylpitatated at the top of the formal hierarchy.
The more rapidly employees in the lower hierarcéuy align themselves with instructions from
top level employees the more rapidly the desiredrfcial performance can be achieved (Nandler

and Tushman, 1990).

2.2 Regulatory Framework of Access Kenya
2.2.1 Freedom of Expression versus Defamation.

Freedom of expression is enshrined in article 3Rasfya’s Constitution and includes the
right to seek, receive or impart information andasl. The right, however, does not extend to
propaganda; hate speech, incitement to violenckadmocacy of hatred. Criminal defamation
laws with penalties of at least Kenya Shillings 400 remain on the books (Government of
Kenya, 2009) it awaits to be repealed or amendednéorm to Kenya’s 2010 constitution.
While defamation cases are occasionally broughnagpurnalist in traditional media,
jurisprudence is now catching up online with a fegal actions being against internet users in

recent years.

2.2.2 Communications Amendment Act

The communications amendment act establishes tiiyahdividual who prepares and
makes available any offensive information in elecic form commits an offense. It also
highlights other forms of actions against the lasaiated with the use of Information
Communication and Technologies. The advocateddorghments include up to Kenya Shillings
200,000 in fines and two year’s imprisonment (Gaweent of Kenya, 2011). Many laws such as
the 2009 communications amendment act are undeygaiernal review and stakeholder
consultation. The aim is to change or adjust thewrder top bring them in alignment with
Kenya'’s new constitution passed in 2010 (Commis&othe implementation of the

7



Constitution,2012). The freedom of information Bifid ICT sector policy guidelines 2011 are
also some of those undergoing internal review (Mmgiof Information and Communication,

2012).

2.2.3 Privacy and confidentiality

The right to privacy includes the right not to havirmation relating to a persons
family or confidential matter unnecessarily knoveveell as the right not to have the privacy of
a persons communication infringed. This is a pesstep in a digital world where the
interactions requiring personal data are more comthan before therefore making the need for
protection of the person important. This is patady of importance as careful watch of the
internet and mobile phones has become a growingeconn Kenya over introduction of a
system aimed to monitor private emails, due teain cyber security threats (Government of

Kenya, 2010)

2.2.4 | dentity

All mobile phone subscribers are required to regigteir SIM cards with their service
providers. Subscriber registration is the procéssarding and confirming personal details of a
subscriber by a communications service providechSletails shall include the phone number,
name, date of birth, gender, address, alternatieplhone contacts, if available, and number of
the identification document used, including theiblzl Identity Card or any other acceptable
identification document for example a passport.sstiber registration is aimed at safeguarding
the public against acts of insecurity including Widespread threats posed by terrorism; drug
trafficking, money laundering, extortion, fraudtéanessages, and incitement that are now

widespread around the world (Communications Comonssf Kenya, 2012). This is to put to



an end the state of being unknown as the integfityot being known may not always be

guaranteed and that not being known has been aggdmote hate speech.

2.2.5 Intellectual Property Rights

Ouma (2008) cites that to a big extent, the Kergrdime community doest not concern
itself with intellectual property rights. Contesttherefore, shared without any restriction
whatsoever. Therefore, many users of the intetmatestheir content through social media freely
which in most cases has worked positively by promgotheir content to a wider audience. The
online community has also been active in produchegtive works such as cartoons and
caricature commenting on issues affecting the spc8metimes these works are derived from
other rights holders and are largely taken as @stiarexpression therefore not many complaints
have been recorded by rights holders. What is mtextesting to note is that bodies such as The
Copyright Board are in the process of revising apdating the law. Hopefully this will follow
past trends where there was more effort towardegtiog proprietary works. It is also hoped

that revisions will also focus on non-proprietargriss and public knowledge.

2.2.6 Communications Commission of Kenya

The regulatory body is responsible for making teeaopment of the information,
communications and technology sector easier tHabiadcasting, multimedia,
telecommunications postal services and e-commésceesponsibility entails: licensing all
systems and services in the communications industluding telecommunications, postal or
courier and broadcasting; managing the countryeespm and numbering resources; facilitating
the development of e-commerce; approving commupitgiequipment meant for use in this
country; protecting consumers right within the commications environment; managing

competition in the sector to ensure a level plagraund for all players; regulating retail and

9



wholesale tariffs for communications services andlfy managing the universal access fund

(communication commission of Kenya, 2013).

2.2.7 Tax Holidays and other financial incentives.

In 2009, the government removed import duty andlfé value added tax on new
mobile handsets and information communication egeit. It also allowed internet providers to
offset the expenses of buying fibre optic equipnientwenty years. These agreements have
resulted in a considerable going down of expersesiisumers. In 2010, the Kenyan
Government received the Prestigious Global Systerivibbile Communications Association
Government Leadership Award in recognition of @ern extending the advantages of the
mobile technology to more consumers through vartansncentives (Syekei and Olweny,

2011).

2.3 Theoretical Framework
Wayande (2006), sought to establish the extenticlwAnsoff's Growth Strategy had

been applied by Internet Service Providers andtiadlenges they faced in its application. The
study examined the four Ansoff's growth Strategiasiely: market penetration, market
development, product development and diversificesivategies. The study was descriptive in
nature. The population of interest consisted ofrdéirnet Service providing firms in Kenya
which according to a list obtained from Communizasi Commission of Kenya as at July 2006
numbered 28 firms. Given the small number of fiarensus study was conducted. Primary
data was collected using a semi-structured quesdionr The questionnaire was administered to
the respondents through drop and pick later metHodiever in most instances the researcher
was available to clarify on issues, not well unterd by respondents. Primary data was

collected using a semi-structured questionnairecayl 16 firms responded out of the 28 firms.

10



Data was analyzed using frequencies, percentages) stores and standard deviation. Results
showed that most firms applied Ansoff's Growth &gy with market penetration being the
most widely used by Internet Service Providers.pedent firms applied Ansoff's growth
strategies of market penetration to a very largergxmarket development to large extent,
product development to a moderate extent and diicatson to a small extent the respondents
stated challenges of its application to includgifBcy, perception of growth strategy,

infrastructure, legal framework and lack of orgatianal IT policy.

Keeru (2011) sought to establish the strategicoresgs that have been adapted by the
internet service providers to address the exigjinogvth of mobile telephony industry and to
establish the challenges the internet service gessiare facing. The study established that

internet service providers should unite and adwof@mta better regulatory environment.

The study also established that internet serviogigers should come together to share
infrastructure in order to reduce costs which tbay pass down to the consumer or increase
their profit margins. The government was also tmean with their policies that enhance sharing
of resources in the industry in order to reducerimet cost and improve usage. A questionnaire
was used for data collection. The data obtaineah fitte questionnaire was analyzed using
content analysis (Keeru, 2011). This study was diateexplicitly coming up with strategies to

grow the internet service provision industry.

Ertimur and Livnat (2003) sought to investigate tbactions of a person who invests on
income and cost unexpected changes’ coming beforeeynearned is made public. The findings
indicated that a person who invests values moreayigdollar of income that is unexpected than

a dollar of costs that are unexpected. Findingshéur indicated that these varying market
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reactions to income and expense due to unexpeeigaehings differ systematically for growth

versus value firms and depend on (a) the fraaiowariable to total expenses (b) the relative
persistence of sales and costs and © the fractiooperating to total costs. Findings also
outlined the significance of interpreting the eags unexpected change in the context of its

sources for example surprise in income or in tobslks.

In a study of the effect of people management me€ion the amount of money gotten in
the business within a certain period of time waskéal into all dimensions. The findings was
based on a country wide sample of at least onagsHmal businesses which revealed that these
practices had money value and statistically imparé&dfect on the amount of money taken into

the business (Huselid, 1995).

There was also support for the fact that improvedrns in a business would only be
possible if High Performance Work Practice exiditkd careful staff selection and recruitment;
rewarding based on incentives and performance gblames; employee participation and
training of staff to improve staff skill set anddwledge. As all these contributed to improved
financial performance by improving staff moraledueing exit from a firm, reducing staff

idleness and improving retention of employees (Hdis&£995)
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2.4 CONCEPTUAL FRAMEWORK

Figure 2.4 Conceptual Framework

Independent Variables

Revenue Growth Opportunities
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business expenses
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Financial factors
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Net
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Figure 2.4

financp@rformance

2.5 Revenue Growth Opportunities available to AccesKenya.

2.5.1 Mobile Phone Subscription.

The increasing number of internet users, mobilenptsubscribers, and broadcasting

stations in 2011 continue to offer growth in thivimation and communication technology

(ICT) sector in Kenya (Techloy, 2012). Further, Melphones have become widely available

and affordable especially after the country’s tetemunications industry regulator, the

Communications Commission of Kenya (CCK), was distiabd and two service providers

Safaricom and Kencell, were licensed in 1999 (EkPoocessing Zone Authority, 2005).

Communications Commission of Kenya (2012) indic#ites as a matter of fact, the mobile

phone subscriptions rate in Kenya increased frompeg6ent in mid 2010 to 71.3 percent in
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December 2011, with 28.1 million mobile phone suipsions. This was heightened by the
growing popularity of mobile handsets as a medidimternet, entertainment, and mobile
money transfer. Mobile data or internet subscripgicepresent 99 percent of total internet
subscriptions, an indication that the mobile hahtias become a popular mode of accessing
internet. This is an opportunity for Access Kengar@bile phones are an excellent entry point
for customers wanting to have their first tastéhefinternet. It is also a low cost, simple entry
point. As customers become more discerning ab@uséhvice they require, the guarantees they
want and specifically the reliability and custorservice, they then move to an improved

product (Access Kenya, 2013).

2.5.2 Internet Market Penetration.

Internet markets penetration has increased byePdept in the period between 2006 and
2011 (Internet Telecommunication Union, 2011). Mo€lthis growth can be attributed to
increases in mobile internet connections, impranéstnet bandwidth capacity (International
Telecommunications Union,2011) and intensified psbans on media applications by mobile
operators (Communications Commission of Kenya, 20&ile internet penetration continues
to increase across, the country, there is a laftgrehce in access between rural and urban
areas. In most urban areas, the rate of accebsvg difteen percent, whereas penetration is less
than three percent in some rural areas (Commuar@Commission of Kenya, 2011). The
spread of internet to underserved areas is hamjgrbijh operation and maintenance expenses,
especially due to the lack of electricity, higrelse and spectrum fees, limited access to roads,
and poor security against vandalism for the infrattire deployed (Communications
Commission of Kenya, 2011). This explains the dipprtionately high concentration of internet

subscribers in Kenya'’s two largest cities, Nairahid Mombasa.
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2.5.3 Pasha Centers.

Both the government and private sector have cogether to solve the difference in
access to the internet between rural and urbars #neaugh coming up with digital public access
similar to cybercafés (Government of Kenya, 20085 centre’s are to be run by business
people who acquire knowledge and skills in busiregsinformation technology from a
certified training program run by the Kenya’s Infation Communications Board who will also
provide funding to business people to develop digitlages that have at least five computers
and connection to the internet in each of the mgstonstituencies in Kenya which are two
hundred and ten. The Pasha centre’s will be ugefmhhancing business skills and knowledge as
well as exposing people to world news, they wih\pde employment to Kenyans and finally
enhance provision of government services like NtiGocial Securities Fund (Kenya
Information Communications Board, 2010). This idradication that there is now an

opportunity to penetrate the rural market

2.5.4 Customer Retention.

In most cases it is more expensive to acquire aaliewt as compared to retaining one
who has been a client with the organization. Theebts of selling to existing clients include:
increased product volume, decreased sales and timgrkests, decreased cost of servicing, and
effective channel usage. To expound further onliarsefits return on investment in customer
retention is more rather than for the acquisitibnew customers in fact converting new ones
into loyal ones takes more time, effort and expehaa is required for current customers. It is
also notable that a lot of businesses spend d lesources acquiring customers yet not so many

may spend the same amount of money on retentiategtes. Customer retention strategies
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would vary from people related, process relatealcekelated and promotion related strategies
(Deloitte, 2003). Surely, then the challenge focéss Kenya Group should be to develop

existing relationships with customers.

2.5.5 Customer Profitability Analysis

Customer profitability analysis is an expressionhaf amount of income that a client
brings into the business. It can be calculatedgugarious methods including looking at the
income that the customer generates and deductngxXipenses associated with providing
services to the customer. The costs that are eaémiEhould include marketing expenses,
expenses from production, packaging logistics antemCustomer profitability is important as it
facilitates in knowledge of significant client gfaithat constitute an organization, knowing the
benefit of each client group and then assistingiving each client group the requirements that
are necessary. This information of its clients aasist the business in deciding to retain the
customer group, grow its market share or do awaly thie client group (Brown, 2007). It is
therefore important especially for Access Kenykrtow its key customer regions so as to know
which markets it needs to penetrate, to knownegds new products to its customers or actually

needs to introduce its customers to products obtlsgness they are not using.

2.5.6Trained Labour Force

The creation of productive and sustainable laborgef has remained a central policy
priority of the Kenya Government. Therefore, a nemtf interventions have been formulated
and implemented including Constitution 2010 anddfi2030. Government of Kenya (2010),
makes education a right of every Kenyan. Visior3@0further underscores the usefulness of
education in ensuring relevant human and sociataldpr sustainable development. In

particular, the Constitution guarantees every clultiee and mandatory basic education. It
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further provides for access to affordable tertiaglycation, training and skills development
(Government of Kenya, 2010). This has led to theeigment of many institutions of Higher
learning offering different trainings that havefeient skills and knowledge necessary in

development of institutions like Access Kenya.

2.6 Revenue growth versus Cost reduction

Advantages concerning money may be obtained fra@onie growth, expenses going
down or both at the same time. As a matter of fac, study of managers seeking to obtain a
financial return from quality improvement, the authaddressed the issue of quality profitability
emphasis through income growth, expenses or bdthdmut which plan of action was most
effective in achieving business objectives. Althotige results made it clear that no company
can neglect either income growth or expenses gbomgn, the empirical results suggested that
firms that adopt primarily an income expansion gdaaction perform better than firms that try
to stress expenses going down and better than firatgry to stress both income growth and

expenses going down at the same time (Rust; MooandrDickson 2002).

More than twenty five thousand companies for mbamtforty years were looked into to
identify the core rules for sustained superior geniance. Only, three rules were established that
make a company truly great these are: better befueaper in other words, compete on
differentiators other than price; secondly incoreéobe expenses that is prioritize increasing
incomes over bringing down expenses and finallyngkaanything in order to follow rules one
and two. This logic supports growth through excedkeof product and service which are the
most important sustainable competitive postureoBdly, the rules also support growing a

business comes through helping employees becortex batl then unleashing and enabling
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them to continually improve processes that drivpressive products and services for customers

(Raynor and Ahmed, 2013).

(Deloitte, 2003) study of the European retail ficiahservices landscape and survey of
top financial institutions indicated that aloneto@sluction does not confer a competitive
advantage and thus focus had switched to reveretlyr This created clarity that the ability to
grow sustainable revenue streams is important. Watéer of fact recent growth trends showed
that share price performance was well correlateld griowth in both revenue and operating
profits. The critical issue is therefore how tisischieved, rather than why revenue growth is
important. This then requires a cultural revolutgyrorganizational change focusing on: the size
of the revenue opportunity growth; the primacy aiquct over process and people capabilities
required to implement revenue growth. It also dited innovative products can be replicated
and bettered by the competition. Thus it is farenamportant to have the processes in place to
identify revenue growth opportunities and to supplas with sufficiently flexible delivery

systems.

(Pandey, 2005) also reveals that a higher operatipgnse ratio is unfavorable since it
will leave a small amount of operating income tcetriaterest and dividends. The operating
expense ratio is a yard stick of operating efficigrbut it should be used cautiously as it is
affected by a number of factors, such as extenmabntrollable factors, internal factors,
employees and managerial efficiency, all of whighdifficult to analyze. This ratio is very
useful as it should be compared with the ratiosimilar firms and the industry average. These
usually reveal whether the firm is paying highefawer salaries to its employees as compared

to other firms; whether its capacity utilizationhigh or low; whether the sales men are given
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enough commission; whether it is unnecessarily dgipgron advertisement and other sales

promotional activities; whether its cost productisthigh or low.

2.7 Human resource Capabilities as an avenue forvenue growth
2.7.1 Careful staff selection, training, motivating and rewarding

Youssef ( 2004)Training and development, motivatsegvice personnel such that an
appropriate degree of customer orientation becoragsgal, the careful selecting, training,
motivating and rewarding of the managers of serg@esonnel such that they set an appropriate
example established values and provide rule mpdateful monitoring and control of the
service offer and the perceived level of custonagistaction indicated by the purchaser; clearly
thought out policies of reward and remuneratiohelp maintain and encourage a high degree of
customer orientation and customer service oveg-tone periods; this process may also involve
the periodic removal of staff exposed o high lesfetustomer contact for physical contact for
spiritual and physical refreshment and recovergintaining high levels of attentiveness to and
empathy to customers will impose stress and straiaver a period of time even for the highest
customer service systems and finally it may callsigstems of Job rotation to maintain personal

enthusiasm and customer care

2.7.2 People asthe key to financial performance

There is much talk about people being key assdtseobdrganization. In virtually every
organization senior managers and middle managé&esexigage in conversations extolling the
virtue of better people management. However, tjgdst lie told by most organizations is that
people are our most important assets. This is talaication as they treat people like raw
material. Unfortunately, to a large extreme, theesbation is accurate. We do not need to be
told again and again that people management isadrib business success and the success of
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initiatives. Nor do we need to be told again andimghat people management impacts the

bottom line (Fawcett; Rhoads and Burnah, 2004).

Yet despite this we fail to act upon the evidetia¢ companies which report high levels
of employee satisfaction and commitment exhibitkigfinancial performance. It is perplexing
to come face to face with this discrepancy betwewterstanding and action. The message is,
people are important and we need to manage themcas The evidence is clear; managing
people more effectively improves your businessqrarnce (Fawcett; Rhoads and Burnah,

2004).

2.7.3 Passionate commitment to people and culture

Pfeffer (2006), cites that many companies anddesaglay they are committed but how
many people are truly committed to people? Greatpamies are acutely aware that success
requires long-term commitment to people. Peoplenatgust vital to performance of the
organization, they are the organization! So trgidwng every next fad that comes your way and
constantly focus on the people dimension. Try @naixe how the constant barrage of fads
affects people. Often fads change direction umghaizations and their people stand exhausted
and confused lesson: plan your strategies forahg term keeping the people equation
constantly in mind. World class companies also wstdad the power of culture to create
consistency of purpose and action, but more thigrtliey understand that they can nurture and
manage culture to drive performance. Culture istyleaple develop amongst themselves. And
for a successful culture change to be brought ablatole of people to have the capacity to
handle good news and bad news , the simple rageuse all available media to reach out and

build trust relationships with people .
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This requires sharing information with your emplegeand key stakeholders another
point, worthy of attention in communications isémember to treat people in a total sense.
Remember they are not just visible side when conicating to create strong and lasting bonds.
Forget the often heard saying “let’'s keep emotionsof this and deal with things rationally.”
You cannot ignore the emotional side, becauseatliaenot our emotional state dictates our state

(Pfeffer, 2006),

2.7.4 Willingness to accommodate innovation.

World Class companies recognize the need to altmpesfor experimentation within the
workplace. Tight specifications of work deny theative element intrinsic to human motivation
and satisfaction. Best practice suggests buildiagty of goals but allowing the individual to
specify precise actions. Hand —in-glove, howevereisessary to build a sense of ownership and
responsibility (empowerment, as it is often calledssion is constantly improve —excellent
companies imbue in their employees a motto of “néeing satisfied”. Their employees
constantly search for improvement. Their systentspncesses search for and accommodate

new ideas from all sources (Berry; Shankar; Ba@adwallader and Dotzel 2006).

2.8 Critique

Change in strategy is very important if an orgatmizais going to survive the intense
competition in the market place as a result ofneétgy, competition and customer demands
(Hill and Jones, 2001; Greenberg and Baron, 20@®dStein and Baron ,2002). Internet service
providers now increasingly have to operate in &lyigegulated environment as Laws like

Defamation Act Laws of Kenya, 2009 now apply to ititernet (Government of Kenya, 2009).
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Additionally, even bodies like the Communicationen@nission of Kenya are now present to
facilitate the development of the information conmeations and technology sector in Kenya
(Communications Commission of Kenya, 2013). Thgilkatory framework however, present in
Kenya poses a challenge to the successful growttedihformation and Communications
Technology Sector therefore Internet service prengcire encouraged to lobby for better
regulatory framework (Keeru, 2011). Regulatory feavork was however not of key focus in

this study but it is not something to be ignoredisesd.

Existing literature further indicates that thataaigty of growth opportunities exist for Access
Kenya group for instance market penetration, matkgelopment, product development and
diversification strategies (Wayande, 2006). Mobit®ne subscription, internet market
penetration, Pasha Centers, customer retentiotgroes profitability analysis and trained labour
force are also cited by existing literature as opputies for revenue growth (Access Kenya
2013; Internet Telecommunication, 2011; Kenya Imfation Communications Board, 2010;

Deloitte, 2011; Brown, 2007; Government of Kenyd1@).

In terms of business success based on the reveowthgexisting literature seems to suggest
that benefits do exist from revenue growth, cogtiction or the application of both cost
reduction and revenue expansion. However, it isfesiged that more focus should be placed on
revenue growth as compared to cost reduction (8wt 2002; Raynor et al., 2013; Deloitte,
2003). Pandey (2005) however, reveals that expexrsasot to be totally ignored as for instance

a higher expense ratio is unfavourable as it mayda small amount of operating income.

For an organization to become successful it algdsi¢o focus on the competitive advantage that

it can derive from its human resources. The varfaasts of human resources include careful
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staff selection, training, motivating and rewardiatgo a high level of job satisfaction,
passionate commitment to people and a willingnessEtommodate innovation by promoting
experimentation are also very critical (Youssef)20Fawcett et al., 2004; Pfeffer, 2006; Berry

et al, 2006).

Various methodologies have been used by researdiese include: content analysis which
refers to a technique for making inferences byesystically and objectively identifying

specified characteristics of messages and usingatime approach to relate trends (Keeru, 2011).
Descriptive analysis technigue has also been usathvis particularly useful in quantitative data
as it involves organizing data, tabulating and dbsgy data using charts, percentages, mean

scores and standard deviations (Wayande, 2006).

2.9 CONCLUSION

It is important for employees to participate inrplang and implementing a strategy as they are
better able to understand the reasons for theegiraincertainty is reduced and self-interests

and social relationships may be less threatenedng&ad an opportunity to express their own
ideas and to assume the perspective of others,esuployees are more likely to accept change

gracefully (Griffin, 1984).
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CHAPTER THREE

RESEARCH METHODOLOGY
3.0 Introduction
This chapter sought to explain the research detagget population for the study, data collection
instrument, data collection procedures and finddlia analysis technique necessary in coming
up with the impact of financial factors on the ficé&l performance of Access Kenya. The main
aim being to come up with the best methodologyaftdressing the objectives of: revenue
growth opportunities for Access Kenya Group, tHatienship between expenses and revenue
and the human resource capabilities that wouldiémite financial performance of Access Kenya

Group.

3.1 Research design

Cooper and Schindler (2003) assert that descriptisearch involves gathering data that
describes events, then organizes, tabulates, depiad describes the data collection. This was
useful in describing various aspects of phenomdreamg studied. The Research was a
descriptive research design which was carried n#aress Kenya Group to assess the impact

of financial factors on the financial performandé&kenya.

3.2 Target population.

The target population was thus all the fifty Accssiya head of departments who make
policy decisions and are therefore directly invadlve financial performance strategies. This was
a census survey as all the heads of departmentimedueled in the study, due to the manageable
numbers involved that is there were only fifty mg@is involved. The population was thus small

and feasible to undertake a census.
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3.3: Data Collection instrument and Data CollectiorProcedures
3.3.1 Data Collection instrument

In order to achieve the stated objectives of thdysta questionnaire containing
structured questions was used to collect data.iRyajuestions were asked when need arose to
allow for elaboration. Supplementary questions vesieed or other questions omitted where the
situation so required. It was introduced to all lead of departments. The questionnaire was
deemed ideal for the study as it was helpful ioitig or collecting primary data. The questions

were constructed to generate data and answer gpeséarch objectives of the survey.

3.3.2 Data Caollection Procedures

Primary data was collected using questionnaireshmvere administered by the
researcher through dropping and picking at a @aés. However in most instances the
researcher was available to clarify on issuesymatitunderstood by respondents. Secondary data
was also assessed from Access Kenya Financiah$tate in order to establish the relationship

between business expenses and the financial pexfmeof the business.

3.4 Data analysis

The returned questionnaires were first sorted, @¢pedited and keyed in the computer
using SPSS (Statistical Package for Social Scigr@@assidering that the data collected was
guantitative data, descriptive analysis technigas test suited for data analysis. Descriptive
statistics summarized data and described the saData was presented using charts, graphs

and tables.
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CHAPTER FOUR

DATA ANALYSIS, PRESENTATION AND INTERPRETATION

4.1 Introduction

This chapter sought to analyze the research firsdirggn the primary data collected from
the staff of Access Kenya limited. The purposehefdtudy was to evaluate the impact of
financial factors on the financial performance afcAss Kenya Group. The objectives were
concerning the revenue growth opportunities, thetioaship between business expenses and
financial performance and the human resource chipebthat would facilitate revenue growth.
The study further obtained secondary data fronfittzcial statements of Access Kenya
Limited for the five year period ending 3December 2012. The research findings are hereby
presented using tables, charts and graphs to eaaldasier interpretation of the information. A
total of thirty eight questionnaires were returioed of the fifty questionnaires issued an

indication of seventy six percent response rate.

4.2 An Analysis of the relationship between busineexpenses and revenue

The study sought to establish the trend of revgnaeth within the period and found out
that the revenue has been between 1.5 billion &iilioa with the lowest being 1.568 billion in
2008 and the lowest being 2.07 billion in 2009. leger in 2010 the company registered a
significant drop in revenue to 1.708 billion aftenich an upward trend can be clearly observed
in the subsequent years with the highest bein@i? 2vhere revenue of 1.9bn was realized as

illustrated in Figure 4.1 below.
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Figure 4.1 Revenue Trend
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This shows that a drop in the level of revenue ardg withessed in the year 2010. All the other

years recorded a marginal increase in the reveoiub® organization.

4.2.1 Cost of Sales

The study sought to also establish the behaviopsf of sales across the period and
noted that since the year 2009 the cost of sale®éan decreasing significantly from a record
high of 53% in 2009 to a mere 17% in 2012. This lsarattributed to the increased penetration,
organizational adoption and the market acceptahterbnology in doing business. This has
enabled the company lower its cost of doing busingsch has seen an increase in its profits.

Table 4.1 below shows the trend of profit acrogspériod.
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Table 4.1 Cost of Sales

2008 2009 2010 2011 2012
Cost of Goods Sold 803.1| 1097.3| 558.9| 357.5| 330.3
Revenues 1568| 2070.3] 1708.7| 1738.¢| 1900.6
Percentage 51% 53% 33% 21% 17%

Source: Financial Report (2C-2012)

4.2.2 Cost of Sales versus Revenue

The study further analyzed the trend of revenu«aespect to the cost of sales ¢
realized that as revenues were increasing maryitral costs of sales were falling, increas

the gross profit margin of the firm across the pa&inder review as shown in Figure 4.2 be.

Figure 4.2 A Trend Analysisof Cost of Sales
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4.2.3 Gross Profit

The study sought to establish the trend of theggposfit and found out that the grc
profit for the period has been increasing steaolgr the period under review. This be
attributed to a consistent rise in the level ofermwe and a reduction in the cost of sales acres
period with the lowest being 47% in 2009 and a mé¢wgh of 83% in 2012. This trend

represented in Figure 4.3 bels

Figure 4.3 A Trend Analysis of Gross Profit
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4.2.4 Gross Profit versus Revenue

The study established further that the gross phafit been increasing steadily across
period under review. This can be attributed to @scsient rise in the vel of revenue and
reduction in the cost of sales across the peridd thie lowest being 47% in 2009 and a rec

high of 83% in 2012. This can be attributed topikaetration and adoption of advant
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technology which has led to decreased cost of doursgness. Table 4.2 below shows the trend

of profit across the period.

Table 4.2 Gross Profit versus Revenue

2008| 2009, 2010f 2011 2012
Revenues 1568 2070.3| 1708.7| 1738.9| 1900.6
GROSS PROFIT 764.9 973.1| 1149.7| 1381.4| 1570.3
Percentage 49% 47% 67% 79% 83%

Source: Financial Report (2008-2012)

4.2.5 Operating Expenses

The research sought to establish the extent tohathie operating expenses (selling and
administration expenses) have on the profitabdftyhe firm. This is because they are paramount
towards obtaining the profits of the firm. A higlpercentage of operating expenses means that a
large chunk of the revenue is used in administeatixpenses leaving the smaller chunk as
profits. The study established that since the 2888 costs had been increasing from a record
low of 0.5 billion in 2008 to 2011 when operatirsts hit the record high of 1.1 billion,
however in 2012, the trend reversed and the operattpenses dropped to 0.87 billion which

was a significant contributor to the increase iofits as depicted in table 4.3 below.
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Table 4.3 An Analysis of Operating Profit:

2008| 2009| 2010] 2011 2012

Revenues 1568| 2070.3] 1708.7| 1738.¢| 1900.6
Selling General & Admin
Expenses, 526.8| 781.2| 1020.6| 1090..| 869.8

Source: Financial Repof200¢-2012)

4.2.6 Operating Expenses versus Revenue

The study further established that operating exgghad been a significant chunk of
revenue accounting for 34% in 2008 up to 63% in12Gdowever, in 2012 the operati
expenses fell to 46%. Thisin be attributed to decrease spending on advesdigeanc
acquisition of infrastructural assets to captueertiarket. Secondly, the market growth |

stabilized in 2012 as shown in Figure 4.4 be

Figure 4.4 An Analysis of Operating Profits in Reltion to Revenue
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Source: Financial Report (2008-2012)

4.3: Revenue Growth Opportunities

4.3.1 Revenue growth through internet market penetration, mobile subscription, pasha centers

and customer retention.

The study established that a majority of the redpats that is 45.4% strongly agree and
50% agree that growth of revenue through pasha&rserst great. Secondly, the study established
that 50% strongly agree and 45% agree that intenaeket penetration is high priority. Among
other significant strategies were customer retentibich was also highly employed with 70.0%
strongly agreeing and 21% agreeing with anothed%3f the respondents strongly agreeing
and 25.7% agreeing that mobile subscription foremervenue growth are popular. This is
because the government and private sector are ngpt@gether to establish pasha centre’s. This

is as illustrated by figure 4.5 below.

Figure 4.5 Revenue growth through internet market pnetration, mobile subscription,

pasha centres’ and customer retention.
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4.3.2: Revenue Growth through customer profitability analysis, customer regions, product
innovation and existence for trained labour.

The study established that a significant numbehefrespondents that is 57.8% agree
and 40.2% strongly agree that there exists a tldadsour force in the market for employment.
The study further established that customer praifitg analysis is always done with 57.2% of
the respondents agreeing. Product innovation estatshly employed indicated by 40.2% and
48.5% of the respondents agreeing and stronglyeagyeespectively. Finally 48.5% of the
respondents strongly agreed and 40.2% agreed timdjdhat customer regions for more
revenues are popular. This is particularly so beeanformation on customer profitability and
customer regions will assist the business in dagigthich client groups to retain, which ones to
grow and which ones to do away with. Further, mé&@ labour force will assist in ensuring

relevant human and social capital. The findingsaarélustrated by figure 4.6 below.
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Figure 4.6 Customer profitability analysis, customeregions, product innovation and

existence for trained labour.
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4.3.: Additional I nformation on revenue growth strategies

The researcher collected primary data from thé efahe organization and found out
that sales incentives was the most popular strateggrds revenue growth with 65% of the
respondents strongly agreeing that it is the Hemstieg)y towards revenue growth. Secondly, cost
control was the second most popular strategy tosvadenue growth with a majority 45%
agreeing that cost control would work towards grayhe revenues. Among other significant
strategies were adopting a product strategy towangEnue growth at 45% and corporate growth
strategy closing the list at 25% popularity. Sategntives are deemed to contribute to high

performance work practices. This is as illustrdigdigure 4.7 below.
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Figure 4.7 Additional drategies towards revenue growt
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4.3.4 Regional Success and Customer Retention
The study further established that Nairobi heldnitgor market share with a significe

45% of its clientdeing based in Nairobi followed by Nakuru and Mosdat 25% and 18¢
respectively and lastly Kisumregion with 12%. he thereforecompany intends to carry ou
massive campaign in Mombasa, Kisumu and Nakurwnsgio boost its revenue base from
current 1.9 billion to over 3ltion. Chart 4.1 represents the market segmentatitdredflient

baseas illustrated by figure 4.8 belt.
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Figure 4.8 Market Segmentatiol

M nairobi
W nakuru
© mombasa
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Source: research findings

4.3.5 Customer relations, customer awareness, economic performance an product relaunch.

The study further realized that customer relatimpped the list among the strategies
will influence the success of the revenue growtal gd 54% followed by advesing and
consumer awareness at 25% economic performané&@aamhd lastly product -launch at 6%.
Customer relations topped the list as customentiete wascheaper as compared to attract
new customers and it was easier to sell other mtsdmithinthe company to an existir
customerln fact careful staff selection, training and gaondnagement have been note:

contribute to high performance work practi The results ar#lustrated by Figure 4.below.
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Figure 4.9 Success Strategies towarRevenue Growth

M customer relations
M consumer awareness
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Source: Research Findings

4.4Human Resource Capabilitie
4.4.1 Careful staff selection, training, motivating and rewarding.

The study established that a significant numbehefrespondents that is 51.3% stror
agree and 45.5% agretitht there are cleiy defined tasks. Secondlye study established tr
50% agree and 45.4% strongly agree that the shaf tie required skill set. Further, a major
of the respondents ag that sales incentives are important in humawsures caabilities.
Finally, the respondents indicated that managemeatvell trained employees for tasks are

important for human resource capabilit The results aras illustrated by figure 4.10 bel.
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Figure 4.10: Careful staff selection, training, matating and rewarding.
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Source: Research Findings

4.4.2 People as key to financial performance

The study established that a majority of the redpats that is 48.5% agree and 40.2%
strongly agree that a high level of job satisfatticas fundamental if people were to be the key
to financial performance this was attributed todj@mrking environment, good strategic
leadership and an ability of employees to contgliotvards their own organizational activities.

The results are illustrated by Figure 4.11 below.
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Figure 4.11 High level of job satisfactio

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

High Level of Job Satisfaction

M High level of job

satisfaction

Strongly Disagree Neither  Agree  Strongly
disagree agrees nor agree
disagrees

Source: Research Findir

4.4.3 Passionate commitment to people and culture

The study established that a significant numbehefrespondents that is 40.2% ac
and 57.8% strongly agree that building trust retaghips with people is an important elemer
human resource capabilities. The study furtherbésteed that 45.0%gree and 47.9%trongly
agree thakeeping the people equation constantly in mind wgmortant to revenue growth
Access Kenya Groug:his was becausemployees felt that they were free to contributert

ideas and their ideas were being put firshe successfuunning of their organizatic as

illustrated by figure 4.12 belc.

39




Figure 4.12 Passionate commitments to people andlaue
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4.4.4 Continuous search for improvement

Finally, in terms of human resource capabilities shudy established that a majority of
the respondents (49.2% disagreeing and 50.8% Ineugal) indicated that the search for
continuous improvement was not being heavily emgdiogs the growth of the internet market

was growing and the company was not coming up méther technologies fast enough to

address the changes that were taking place asalled by figure 4.13 below.

40




Figure 4.13 Search for improvemer

Search for improvement

60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0% . . T T .

M Search for improvement

Source: ResearcFindings
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CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATION S
5.1 Introduction

This chapter was aimed at summarizing the findwfghis study, conclusions to answer
the researcher objectives, recommendations basefindimgs and suggestions for further

research.

5.2 Discussion of Findings

5.2.1 Discussion of findings on revenue versus expenses.

The study established that revenue has been betivgdiilion and 2 billion over the
period. However, in 2010 the company registereigrfgcant drop in revenue to 1.708 billion
after which an upward trend can be clearly obseiwelde subsequent years with the highest
being in 2012 where revenue of 1.9 billion wasireal. Secondly, the gross profit for the period
has been increasing steadily over the period uredéew. This can be attributed to a consistent
rise in the level of revenue and a reduction indbst of sales across the period with the lowest
being 47% in 2009 and a record high of 83% in 20d&rating expenses (selling and
administration expenses) have an impact on thetgbdfty of the firm. The study also
established that since the year 2008 costs hadibesasing from a record low of 0.5 billion in
2008 to 2011 when operating costs hit the recagd bf 1.1billion. However in 2012, the trend
reversed and the operating expenses dropped tdDi8A which was a significant contributor

to the increase in profits.
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5.2.2 Discussion of findings on revenue growth opportunities.

The study established that a majority of the redpats that is 45.4% strongly agree and
50% agree that growth of revenue through pasharserst great. Secondly the study established
that 50% strongly agree and 45% agree that intenaeket penetration is high priority. Among
other significant strategies were customer reteraiso highly employed with 70.0% strongly
agreeing and 21% agreeing with another 63.0% ofgbgondents strongly agreeing and 25.7%
agreeing that mobile subscription for more revegnosvth are popular. The study established
that a significant number of the respondents $&¥i8% agree and 40.2% strongly agree that
there exists a trained labour force in the margeemployment. The study further established
that customer profitability analysis is always davith 57.2% of the respondents agreeing.
Product innovation is also highly employed indicaly 40.2% and 48.5% of the respondents
agreeing and strongly agreeing respectively. Bind8l5% of the respondents strongly agreed

and 40.2% agreed indicating that customer regionsbre revenues are popular.

The researcher also collected primary data fronsth# of the organization and found
out that sales incentives was the most populategfysdowards revenue growth with 65% of the
respondents strongly agreeing that it is the Hemstieg)y towards revenue growth. Secondly, cost
control was the second most popular strategy tosvadenue growth with a majority 45%
agreeing that cost control would work towards grayhe revenues. Among other significant
strategies were adopting a product strategy towawknue growth at 45% and corporate growth
strategy closing the list at 25% popularitjost significantly, customer relations topped tisé |
among the strategies that will influence the susoéshe revenue growth goal at 54% followed
by advertising and consumer awareness at 25% ecgompariormance at 15% and lastly product

re-launch at 6%. Lastly, the study further estdigiésthat Nairobi held its major market share
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with a significant45% of its clients being based\airobi followed by Nakuru and Mombasa at
25% and 18% respectively and lastly Kisumu regidah & 12%. The study further established
that the company intends to carry out a massivegpaggn in Mombasa, Kisumu and Nakuru

regions to boost its revenue base from the cufrénbillion to over 3billion.

5.2.3 Discussion of findings on human resource capabilities.

The study established that a significant numbehefrespondents that is 51.3% strongly
agree and 45.5% agreed that there are clearlyatefasks. Secondly, the study established that
50% agree and 45.4% strongly agree that the sha#f the required skill set. Further, a majority
of the respondents agree that sales incentivas@@tant in human resource capabilities. The
respondents also indicate that management andraxléd employees for tasks are also
important for human resource capabilities. The wegtablished that a majority of the
respondents that is 48.5% agree and 40.2% straggee that a high level of job satisfaction.
The study established that a significant numbehefrespondents that is 40.2% agree and 57.8%
strongly agree that building trust relationshiptivgeople is an important element of human
resource capabilities. The study further estabtishat 45.0% agree and 47.9% strongly agree
that keeping the people equation constantly in naiad important to revenue growth of Access
Kenya Group. Finally in terms of human resourceabdjties the study established that a
majority of the respondents with 49.2% disagreeind 50.8% being neutral showed that the

search for continuous improvement was not beingilyeamployed.
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5.3 Conclusions.

5.3.1 Conclusions for findings of assessment of revenue versus expenses.

The study established that revenue has been betivgdillion and 2 billion over the
period. However, in 2010 the company registereigrfgcant drop in revenue to 1.708 billion
after which an upward trend can be clearly obseiwelde subsequent years with the highest
being in 2012 where revenue of 1.9 billion wasireal. Secondly, the gross profit for the period
has been increasing steadily over the period uredéew. This can be attributed to a consistent
rise in the level of revenue and a reduction indbst of sales across the period. This is because
they are paramount towards obtaining the profitheffirm. A higher percentage of operating
expenses means that a large chunk of the reverusedsin administrative expenses leaving the

smaller chunk as profits.

The study established that since the year 2008 twast been increasing from a record
low of 0.5 billion in 2008 to 2011 when operatingsts hit the record high of 1.1billion.
However in 2012, the trend reversed and the opgratxpenses dropped to 0.87 billion which
was a significant contributor to the increase iofits. It is important for the organization to
maintain a balance between revenue growth and-edsttion as existing literature seems to
suggest that emphasis should be placed on reveoughgas compared to cost reduction (Rust
et al. 2002; Raynor et al., 2013; Deloitte, 20Hgwever, expenses are not to be totally ignored
as for instance a higher expense ratio is unfawbeiras it may leave a small amount of operating

income (Pandey, 2005).
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5.3.2 Conclusions on findings for revenue growth opportunities for Access Kenya Group.

The study concludes that there are a lot of graygibortunities for Access Kenya Group
in the Kenyan market particularly because it isygrdpular in major urban areas in Kenya and
almost invisible in rural areas. The findings sup@xisting literature which indicates that a
variety of growth opportunities exist for Accessriga group for instance market penetration,
market development, product development and difemion strategies (Wayande, 2006).
Further, mobile phone subscription, internet mapastetration, Pasha Centers, customer
retention, customer profitability analysis andnead labour force are also cited by existing
literature as opportunities for revenue growth (@sxKenya 2013; Internet Telecommunication,
2011; Kenya Information Communications Board, 2@étoitte, 2011; Brown, 2007,

Constitution, 2010).

5.3.3 Conclusion on findings for human resource capabilities for Access Kenya Group.

The indicators identified were: management, cledefined tasks, staff skill set, sales
incentives, employees well trained for tasks, & eyel of job satisfaction, keeping the people
equation constantly in mind, reaching out and agdrust relationships with people and search
for improvement. From the findings, it was notedtth majority of the respondents felt that the
organization had the right people in place as mamagt, they had clearly defined tasks, they
had the required skill set, the sales incentivegweased on revenue growth, employees were
well trained for tasks, a high level of job satetfan existed, in terms of strategies, for the long
term the people equation was constantly kept imdmand all available media was being used to
reach out and build trust relationships with peoplewever, the respondents felt that there was

no constant search for improvement. The findingsngfly indicate that the organization has
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human resource capabilities necessary for reveravetly as there is careful staff selection,
training, motivating and rewarding which is showntbe respondents feeling that there is right
management, clearly defined tasks, the right stafff set, sales incentives based on revenue
growth, employees are well trained for tasks. Tthdiss findings are highly related to the work
of (Youssef, 2004). There are also human resowapelilities necessary for revenue growth
because the employees also exhibit a high leviglo$atisfaction. These findings are consistent
with the work of (Fawcett et al., 2004).The finglinalso show that the organization has
passionate commitment to people by keeping thelpemuation constantly in mind, by using

all available media to reach out and build truktrenships with people. This is consistent with
work of (Pfeffer, 2000). The researcher indicated passionate commitment to people and

culture are necessary for revenue growth.

Finally, the only problem that lies in human res@ucapabilities is their lack of constant
search for improvement. This is strongly inconsisteith the work of (Berry et al., 2006) who
strongly insists that for the organization to gn@wvenues in terms of human resource
capabilities then their must be a strong commitnemtillingly accommodate innovation.
Lastly, this study concludes that there is a resju@nt to have a significant input on the human

resource factor to ensure growth and implementatf@corporate strategy.

5.4 Recommendations for policy practices.

5.4.1 Balancing between revenue growths versus cost reduction.

In order for the organization to be able to grows itritical to focus on revenue growth,
but not to neglect cost issues. There has beemamsie focus on cost reduction in the recent past
in almost all organizations across the world. Hogvrea balanced focus is needed on operating

expenses as well as revenues growth.
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5.4.2 Customer retention and new products.

As is widely acknowledged it is far more costlyatmuire a new customer as compared
to selling to an existing one. Going forward tté only be achieved through a detailed grasp
of the changing risk profile of the institution whican only be achieved by building quality data

and infrastructural investments that will assishire customers and come up with new products.

5.4.3 Regulatory Framework.

It is increasingly important for your organizatitmunderstand the regulatory codes
emerging at both national and international lewealhas will assist your business in growing

sustainable revenues.

5.4.4 Focus on personnel.

Successfully delivering change requires a focupemple. Therefore the organization
will require to better align the way people wookenable them focus on business objectives,
training and skills programmes) better achieve these objectives, infusing lieikills and a

cultural revolution in the way staff are led, maedgtrained, measured and rewarded.

5.5 Recommendations for further research.

5.5.1 Focus on low market sharein rural areas.

The study recommends further study on the caust®ddbw market share of access

Kenya in rural areas considering it is very popitaNairobi and other major towns in Kenya.
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5.5.2 Focus on Regulatory framework.

The regulatory framework plays a major role towdh#ssuccess of a corporate strategy. This is
because it ensures unity of purpose and ensumdrtitegy complies to the rules and regulations
both internally and internationally to ensure aelgMaying field for all players in the market. It

is therefore critical for future researchers tau®on the role of regulatory framework on the

financial performance of the organization.
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APPENDIX 1
Head of Department Checklist

As the battle for wallet share intensifies, inciegly execution is going to determine the
winners and losers. We have prepared a checkligyfssues to help determine whether Access

Kenya Group is sufficiently focused on executionngproved financial performance.

Revenue Growth Opportunities

1. There exist potential to make more revenue thraughile phone subscription.
Strongly Disagree
Disagree
Neutral
Agree

Strongly agree

oo

2. Revenue can be grown through internet market petinatc
Strongly Disagree
Disagree
Neutral

Agree

oo

Strongly agree
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3. Pasha centers’ can grow revenues.

Strongly Disagree

B

Disagree
Neutral

Agree

oo

Strongly agree
4. Customer retention is high priority.

Strongly Disagree

Disagree

Neutral

Agree

Strongly agree

oo

5. Customer profitability analysis is always done.
Strongly Disagree
Disagree
Neutral
Agree

Strongly agree

UL
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6. Customer regions for most revenue are known.
Strongly Disagree
Disagree
Neutral
Agree

Strongly agree

IR AN

7. Product innovation is highly encouraged.
Strongly Disagree |:|
Disagree |:|
Neutral I:I
Agree |:|

[ ]

Strongly agree

8. Does trained labour force exist in the matkat can be employed?
Strongly Disagree |:|
Disagree |:|
Neutral |:|
Agree |:|
[ ]

Strongly agree
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Human Resource Capabilities necessary in revenueawth

1. The right people are in place as management.
Strongly disagree
Disagree
Neutral
Agree

Strongly agree

HRNRNNEEN

2. There are clearly defined tasks before staff réxerenmt.
Strongly disagree
Disagree
Neutral

Agree

HRNRNREEN

Strongly agree
3. The skill set of the individual being recruitecestablished.

Strongly disagree |:|

Disagree

Neutral

Agree

NN NN

Strongly agree
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4. Are your sales incentives based on revenue growth?

Strongly disagree |:|
Disagree |:|
Neutral [ ]
Agree []
Strongly agree [ ]

5. Are employees well trained for tasks to be handled?
Strongly disagree
Disagree
Neutral
Agree

Strongly agree

HRNREREAN

6. Do employees exhibit a high level of job satisfac#
Strongly disagree
Disagree
Neutral

Agree

HRNREREEN

Strongly agree
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7. Do strategies for the long-term keep the peopletzonly in mind?
Strongly disagree |:|
Disagree [ ]
Neutral |:|
Agree |:|
Strongly agree |:|
8. Is all available media used to reach out and Huilst relationship with people?
Strongly disagree |:|
Disagree |:|
Neutral |:|
Agree |:|
Strongly agree |:|
9. Do employees constantly search for improvement?
Strongly disagree
Disagree
Neutral
Agree

Strongly agree

HRNREREAN

58



APPENDIX II

Variation

Dec 31 of 2008 Percentage
Currency in millions of Kenya Shillings 2008 Dec 31 2009| and 2009 | Change
Revenues 1568 2070.3 502.3 32
TOTAL REVENUES 1568 2070.3 502.3 32
Cost of goods sold 803/1 1097.3 294.2 37
GROSS PROFIT 764.9 973.1 208.2 27
Selling General & Admin Expenses, Total 526.8 781.2 254.4 48
OTHER OPERATING EXPENSES TOTAL 5268 781.2 254.4 48
OPERATING INCOME 238.1 191.9 -46.2 -19
Interest Expense -5,8 -8.8 -3 51
Interest and Investment Income 32.1 2.6 -29.5 -92
NET INTEREST EXPENSE 26.8 -6.2 -32.5 -124
Currency Exchange Gains/losses -1 -3.4 -2.4 240
EBT, EXCLUDING UNUSUAL ITEMS 263.4 182.3 -81.1 -31
EBT, EXCLUDING UNUSUAL ITEMS 263.4 182.3 -81.1 -31
Income Tax Expense 59(7 34.4 -25.3 -42
Minority Interest in Earnings -1.7 7.6 9.3 -547
Earnings from Continuing operations 203.7 147.9 55.8 27
NET INCOME 202 155.5 -46.5 -23
NET INCOME TO COMMON INCLUDING
EXTRA ITEMS 202 155.5 -46.5 -23
NET INCOME TO COMMON INCLUDING
EXTRA ITEMS 202 155.5 -46.5 -23

59




APPENDIX 1l

Variation

Dec 31 of 2009 Percentage
Currency in millions of Kenya Shillings 2009 Dec 31 2010 and 2010 | Change
Revenues 2070.3 1708.7 -361.3 -17
TOTAL REVENUES 2070.3 1708.7 -361.3 -17
Cost of goods sold 10973 558.9 -538.4 -49
GROSS PROFIT 973.1 1149.7 176.6 18
Selling General & Admin Expenses, Total 781.2 1020.6 239.4 31
OTHER OPERATING EXPENSES TOTAL 781|2 1020.6 239.4 31
OPERATING INCOME 191.9 129.1 -62.8 -33
Interest Expense -8.8 -91.6 -82.8 941
Interest and Investment Income 2.6 0.2 -2.4 -92
NET INTEREST EXPENSE -6.2 -91.5 -85.3 1376
Currency Exchange Gains/losses -3.4 -43 -39.6 1165
EBT, EXCLUDING UNUSUAL ITEMS 182.3 -5.4 -187.7 -103
EBT, EXCLUDING UNUSUAL ITEMS 182.3 -5.4 -187.7 -103
Income Tax Expense 34|14 2.6 -31.8 -02.
Minority Interest in Earnings 7.6- -7.6 -100
Earnings from continuing operations 147 B -155.9 -105
NET INCOME 155.5 -8 -163.5 -105
NET INCOME TO COMMON INCLUDING
EXTRA ITEMS 155.5 -8 -163.5 -105
NET INCOME TO COMMON INCLUDING
EXTRA ITEMS 155.5 -8 -163.5 -105
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APPENDIX IV

Variation

Dec 31 | December | of 2010 Percentage
Currency in millions of Kenya Shillings 2010 31 2011 and 2011 | Change
Revenues 1708.7 1738.9 30.2 2
TOTAL REVENUES 1708.7 1738.9 30.2 2
Cost of goods sold 558/9 357.5 -201.4 -36
GROSS PROFIT 11497 1381.4 231.7 20
Selling General & Admin Expenses, Total 1020.6  1090.3 69.7 7
OTHER OPERATING EXPENSES TOTAL 1020}6 1090.3 69.7 7
OPERATING INCOME 129.1 291.1 162 125
Interest Expense -91,6 -126.5 -34.9 38
Interest and Investment Income 0.2 2.7 2.5 1250
NET INTEREST EXPENSE -91.5 -123.7 -32.2 35
Currency Exchange Gains/losses 43 -36.5 6.5 -15
EBT, EXCLUDING UNUSUAL ITEMS -54 130.9 136.3 -2524
EBT, EXCLUDING UNUSUAL ITEMS -5.4 130.9 136.3 -2524
Income Tax Expense 2|6 21.8 19.2 739
Minority Interest in Earnings - 0| #DIV/O!
Earnings from continuing Operations -809.1 117.1 -1464
NET INCOME -8 109.1 117.1 -1464
NET INCOME TO COMMON INCLUDING
EXTRA ITEMS -8 109.1 117.1| -1463.75
NET INCOME TO COMMON INCLUDING
EXTRA ITEMS -8 109.1 117.1| -1463.75
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APPENDIX V

Currency in millions of Kenya December 31 | December 31 Percentage
Shillings 2011 2012 Variance| Change
Turnover 1738.9 1900.6 161.7 9
Cost of Sales 357.6 330.3 -27.2 -8
Gross Margin 1381.4 1570.3 188.9 14
Administrative expenses 7876 869.8 82.2 10
EBITDA 593.8 700.5 106.7 18
Depreciation and Amortization 307\6 339 31.4 10
Net Financing Costs 126/5 144.7 18.2 14
ESOP Fair Value Gain 76 -7.6 -100
Profit before tax and Exchange

Gains/Losses 167.4 216.8 49.4 30
Exchange Loss -36.5 -5 31.5 -86
Profit before tax 130. 211.8 80.9 62
Taxation 21.8 60.4 38.6 177
Profit after tax 109.1 151.4 42.3 39
EPS 0.5 0.69 0.19 38
EBITDA Margin 34% 37% 0
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