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Abstract

The purpose of this study was to investigate the impact of Coronavirus disease outbreak on the supply chain of small
and medium manufacturing enterprises in Kenya. The study established that 61.6% percent of the sampled firms have
experienced disruption in their supply chain, with 63.7% of the sampled enterprises preparing to make adjustments
including sending seasonal staff away until the situation improves. 54.5% are operating below usual capacity, while
98.5% of the sampled firms projected stock out on inputs. 63.6% have found it difficult to ship in products due to lack
of pre-shipment inspectors who are unavailable due to government movement restrictions in source markets especially
in China. The study concluded that Coronavirus disease pandemic has the potential to impact on Kenya’s gross
domestic product, the government’s big four agenda and the sustainability development goals. The study recommends
policy initiatives directed at supporting SMEs in Kenya.
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1. Introduction

Coronavirus disease of 2019 (COVID-19) caused by severe acute respiratory syndrome coronavirus 2 (SARS-CoV-2),
was first reported on December 31 2019 in Wuhan City, Hubei Province of China (Wu et al., 2020; Malta et al., 2020)
and later declared a ‘Public Health Emergency of International Concern’ by the World Health Organization at the end
of January 2020. COVID-19 has now been characterised as a pandemic occasioning one of the worst health crises in a
century (WHO, 2020; Nishiura, et. al, 2009). The World Health Organization alerted the world about COVID-19 that
was rapidly spreading with over 100,000 cases and 3,800 deaths globally, including over 28,000 cases and 600
fatalities in 100 countries or regions outside China as of March 9, 2020 (WHO, 2020; Kucharski, et. al, 2020; Lee,
2020). Within a few weeks, it became clear that the infection was spreading internationally along major airline routes
when hospitals in Italy, Iran, Spain, Brazil, USA, France and Philippines, reported cases with similar signs and
symptoms (WHO, 2020; Yu, Zhu & Zhang, 2020). Globally, consensus is now building that COVID-19 is a zoonotic
disease that may have been passed to humans from bats (Lee, 2020). It is now clear that COVID-19 has spread faster
and more extensively than the previous respiratory infection outbreaks such as severe acute respiratory syndrome
(SARS-CoV), Middle East Respiratory Syndrome (MERS-CoV) and influenza A (WHO, 2020; Kucharski, et. al, 2020;
Ji,, et. at., 2020). Several studies have reported that transmission occurs mainly from person to person through infected
respiratory droplets expelled during coughing or sneezing or after contact with body fluids during certain medical
interventions (Zhou, Yang, & Wang, 2020; Lu, Zhao, & Li, 2020; Rothe, Schunk & Sothmann, 2020; Chan, Yuan, &
Kok, 2020; Yu, Zhu, & Zhang, 2020). Analysis of available epidemiological data by the Chinese Centre for Disease
Control and Prevention revealed an overall case fatality rate at about 2.3 to 3.5% (Fisher & Heymann, 2020) although it
is still too early in the pandemic to conclusively determine this. Fisher & Heymann (2020) study also established that
case fatality rate was higher among elderly (14.8%) and those with co-morbidities such as cardiovascular, diabetes,
chronic respiratory disease, hypertension and cancer (Fisher & Heymann, 2020). There is still no clear explanation the
low morbidity and fatality rates seen among children, or why men are dying more as compared to women.
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Currently there is no proven vaccine nor curative treatment for COVID-19, though antibody tests have been put forth as
a reliable method that can confirm infection using acute and convalescent sera (Kucharski, et. al, 2020; Lee, 2020;
Casadevall & Pirofski, 2020). There are, however, vaccine candidates under development and trials for medicines
approved for other conditions such as malaria.

Given the changing nature of the ongoing COVID-19 pandemic, governments and regulatory agencies around the
world have taken a raft of measures including cessation of movement, quarantine for suspected cases and transportation
restrictions so as to slow the speed and reduce the rate of new infections (WHO, 2020). For instance, the United States
of America announced an initial thirty days travel restriction especially from European and Asian countries. In Kenya,
the government invoked the Public Health Act Cap 242, issued advisories on travel, social and physical distancing,
fourteen days self-quarantine for high risk persons, closure of education institutions, cession of religious gatherings and
embargos on airlines, hence cutting back on cargo and passenger flights to and from the COVID-19 affected
destinations around the world. The international response strategies to COVID-19 pandemic has had implications on
the network of organizations that are involved through upstream and downstream linkages, in the different processes
and activities that produce value in the form of products and services in the hands of the ultimate end users. The
COVID-19 response strategies have therefore impacted on global supply chains with lead times doubling and supply
shortages compounded by the lack of air and ocean freight options to move products along the value chains (Berman,
2020). This disruption in global supply chains are likely to impact different organizations in varying proportions and
especially the small and medium enterprise sector firms which have inherent weaknesses due to their small sizes and
resource capabilities (Mwasiaji, 2020). It is in this era of liberalization of markets that large corporations have largely
witnessed tremendous growth in terms of market penetration and geographical expansion (Mwasiaji, 2019).

2. Problem Statement

In a globalized and hyper competitive business environment, raw materials and components are sourced worldwide,
manufactured off-shore and sold in many different countries with local customization so as to meet the taste and service
preference of the end users (Krajewkil, Ritzman & Malhotra, 2010; Flynn & Flynn, 2005). Many global companies
have dispersed assembly operations to key over-seas locations due to cost advantages, thus have to make use of global
logistics channel to supply parts to off-shore assembly plants and after markets (Monezka, et. al., 2009). Many
companies where appropriate also use third party organizations to manage distribution and even final finishing (Levi,
Kaminksy & Simchi-Levi, 2008). Supply chain is therefore the set of approaches used by global organizations to
efficiently integrate suppliers, manufacturers and warehouses to ensure that products are produced and distributed at the
right quantity, transported to the right locations and at the right time in order to minimize system wide costs while
satisfying services level requirements (Evans & Lindsay, 2002; Monezka, et. al., 2009). Unfortunately, the
international response strategies to COVID-19 disease outbreak in terms of travel restriction have had implications on
global supply chains (Berman, 2020). In Kenya, the countries most affected by the pandemic are important as a source
of materials and or markets for products such as electronics, flowers, fresh produce and tea. In the years 2018, Kenya
exported products valued at USD 5.4 billion to different parts of the world that are now fast closing their exit and entry
points as they try to contain the spread of COVID=19 or keep it at bay (KNBS, 2019). According to Kenya
Manufacturers Association (KMA, 2019), a large percentage of manufacturers source their inputs or export to China,
USA and European countries. Such manufacturing firms face direct risks of supply chain disruption due to COVID-19
outbreak. For instance, Kenya’s small and medium manufacturing enterprise sector is dependent on inputs from China
and is likely to be impacted as Chinese factories remains closed due to coronavirus disease outbreak. According to
Kenya flower council, the cancellations of flights has left exporters with produce that had been packaged, despite
flowers having earned the country USD 1.2 billion in year 2019 (KNBS, 2019). This situation now threatens to
aggravate the unemployment crisis as various sectors of the national Economy get affected.

The reported disruption of the network of organizations that are involved along the supply chain is likely to impact
organizations in different ways depending on factors such as internal capacity and level of preparedness, though firms
in the SME sector are likely to be impacted more, despite their important role in economic development through the
generation of employment. With unemployment rapidly reaching new heights arising from existing harsh economic
conditions, the COVID-19 outbreak in many parts of the world may worsen the situation for the SME sector
development borrowing from lessons learnt during previous disease outbreak (Nishiura, et. al, 2009; Kucharski, et. al,
2020; Lee, 2020). Hence the need for this study to generate data that will be useful in formulating support mechanisms
to enable firms in the SME sector regain their footing in a globalised and hyper competitive business environment.
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3. Methodology

Small and medium manufacturing enterprises (SMME) with an employment level of between ten (10) and two hundred
persons (200) were the unit of analysis for this study. The sampled firms were from a cross section of the value addition
sector within Nairobi City County which is the regional business hub, hosting over 80 per cent of the manufacturing
firms in Kenya (KAM, 2019). The employment level of between 10 and 200 personnel was arrived at considering the
definitions provided in the Micro and Small Enterprise Act of 2012 and that by the European Economic and Social
Committee (RoK, 2012; Oslo Manual, 2004). Firms in the value addition sector were chosen because they are not only
important in the realization of Kenya’s vision 2030, but also because they are critical in industrialization process which
is an ingredient towards achievement of Africa agenda 2063 and the global sustainability agenda (Mwasiaji, 2020;
United Nations, 2015). Moreover, the manufacturing output is often traded in local, regional and international markets
than service output. Value addition firms are also more likely to be in direct competition with foreign enterprises
attempting to develop substitute technology using similar processes and targeting the same customers (KNBS, 2019).
Senior management staff in the sampled SMMESs were identified as the unit of observation because they were judged to
be knowledgeable in the study’s subject matter.

A Sampling Frame was prepared as per the list obtained from Nairobi City County Government’s licensing department,
augmented with the most recent data from the Kenya National Bureau of Statistics (KNBS, 2019). Consequently, 686
firms were identified from the various economic activities in the value addition sector as follows: Food Processing,
Wood Workings, Fabricated Metal Products, Non-metallic products and Leather, Textiles and Garments. Out of the
686 firms, only 119 are in the SME bracket and located within the study’s geographical setting. The short-listed firms
were then categorised into four (4) clusters based on employment level of 10 — 50, 51-100, 101-150 and 151-200. In
each of the clusters, the selected firms were further subdivided into five (5) substrata of Food Processing, Wood
Workings, Fabricated Metal Products, and Leather, Textiles and Garments. This was done to ensure the sample arrived
evenly distributed and thus avoid biased representation of the population. This method was also deemed useful because
it was conceived that each stratum would be homogenous internally but heterogeneous with other strata of the
population.

Using Krejcie and Morgan’s (1970) table of determining sample size, 92 is the number of firms that is required to form
a representative sample, out of a population of 119. The applicable formula is: s = X* NP (1-P) +d 2 (N 1) + X 2P
(1-P), at a confidence level of 95% and a margin of error of plus or minus 5%, where:

s =required sample size.

X2 = the table value of chi-square for 1 degree of freedom at the desired
confidence level (3.841).

N = the population size.
P =the population proportion (assumed to be .50 since this would provide the maximum sample size).

d = the degree of accuracy expressed as a proportion (.05).

Having determined the required sample size to be 92 SMMEs, five firms out of 119 were used during the pilot study
hence unavailable for inclusion in the main study. A sampling fraction was then established using the residue 114
MSMEs. The collected data was analysed using descriptive statistics.

4. Review of Literature

4.1 Theoretical Underpinnings

Barney (1991) Resource based view (RBV) proposition givesemphasizetoa firm’sproactivechoices. This theory submits
that an enterprise can gain a competitive advantage over the long-term if it develops internal proficiencies and
capabilities unique to that firm, formulates and produce multifaceted social relationship embedded in a firm’s history
and culture, and generates implicit organizational knowledge (Odhong et al., 2013). Barney (1991) proposition posits
that even though environmentalopportunitiesanddifficultiesareimportant factors for consideration in formulating an
organization’s strategy,a firm’s unique resource suchascapital,equipment,employees,knowledgeandinformation enables
it to come up with sustainable competitive advantage especially if these resources have attributes such as rarity,
valuable, imitability and non-substitutable. An organization must also be able to exploit those resources or capabilities.
Barney (1991) Resource based view places more weight more weight on an organization’s human resources that a firm
can have (Helfat & Peteraf, 2003; Holcomb, Holmes & Conelly, 2009).
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This RBV theory is connected to this study since it emphasizes the importance of availability and effective use of
organizational resources, something that puts firms in the SME sector at a disadvantage while competing with larger
corporations in a globalized business environment that tends to favor large companies because of the resources at their
disposal (Mwasiaji, 2019).

Scylla (1982) regulatory innovation theory is another proposition that is linked to the construct of regulatory framework
which is an important variable in the current study. This proposition is relevant to the current study in that it addresses
key aspects of an organization’s environment including the rules and regulations put in place to control the behaviour
of industrial players. Such regulations by governments produce an atmosphere within which an enterprise operates and
can therefore influences the survival and growth potentials for small and large businesses. A supportive regulatory
framework by governments is important for SME sector firms that seem to be structurally and institutionally
marginalized as a result of many factors. A supportive regulatory framework can facilitate SMEs play their role in job
creation, poverty reduction and national economic development in the face of disruptions by coronavirus disease
pandemic.

4.2 Supply Chains for SMEs

It is globally acknowledged that the growth and development of Small and Medium Enterprise sector is core towards
realization of sustainable economic development of nations, wealth creation, employment and poverty alleviation (UN,
2015; Baptista, Escaria & Madruga 2005). The SMEs are also considered training grounds for entrepreneurship and act
as channels for mobilizing local savings and ensuring a more equitable distribution of income (Sinha, Akoorie, Ding &
Wu, 2011; Mwasiaji, 2020). With their active industrial initiatives, the SMEs constitute a dynamic and critical part of
the private sector whose entrepreneurial viability is essential in inducing responsiveness to fluctuations in the economic
conditions of various countries (Beck & Levin 2005; Mwasiaji, 2020). Despite their importance, it has been shown that
Small and Medium Enterprises are very different from large firms. Penrose (2003) uses the analogy that while
caterpillars and butterflies are manifestations of the same creature, they cannot be meaningfully compared with each
other as the differences are too great. Likewise, Ghobadian and Gallear (1997) in considering the implementation of
Total Quality Management (TQM) in business enterprises, conducted a comprehensive review of literature regarding
the implications of organizational size. In their report, they concluded that there are significant structural differences
between SMEs and large organizations. For instance, they identified ‘resource paucity’ as the most serious
disadvantage faced by SMEs during the implementation of TQM in their enterprises. Here, their definition of the term
‘resource’ was covering not only financial resources but also knowledge, technical expertise and management time
(Yusof & Aspinwall, 2000; Levratto, Tessier & Zouikri, 2010; Mwasiaji, 2019).

SMEs have to contend with the constraints that are three-fold in nature. Some are inherent to being small, because
small size does in itself imposes costs and innovative penalties in the areas of marketing and technology for lack of
economies of scale (Levratto, Tessier & Zouikri, 2010; Mwasiaji, 2019). Some constraints are an offshoot of distortions
in the market and institutions, while others are created by policy interventions. For instance, providers of productive
factors such as credit, prefer to work with a few large companies because they are more economically viable (Yeboah,
2015). The argument is that SMEs are more difficult to collect comprehensive information on them, for instance, to
facilitate credit rating. They are also said to be more difficult to monitor and the cost of enforcing contracts may be
disproportionately large as compared to the size of the transaction (Yeboah, 2015). These kinds of challenges tend to
put supplementary strain on SMEs since they have to compete in a globalised business environment that seems to
favour larger companies (Sinha, Akoorie, Ding & Wu, 2011). To be successful, SMEs need to look for competitive
advantages within and beyond its own operations, into the value chains of its suppliers and distributors (Nwankwo &
Gbadamosi, 2010). As a result, many SMEs tend to partner with specific upstream and downstream organizations to
create a superior value delivery supply chain (Tuan & Yoshi, 2010; Kotler, 2007). This involves focusing on the value
chain that represents the sequence of activities in bringing materials into the business (inbound logistics), and
transporting out the final products (outbound logistics) in terms of delivering and supporting its products (Kotler,
2007). The task for the SMEs is to examine its costs and performance in the value chain activities with a view to
looking for ways to improve them through collaboration with the vendors around the world (Lunati, 2007). SMEs
therefore try to make their supply chains more cost-effective, transparent and responsive to environmental conditions
(Mwasiaji, 2019; Nwankwo & Gbadamosi, 2010). The pathway to the optimal utilisation of the supply chain as a whole
is by putting in place a positive relationship between the suppliers and the enterprise. Successful enterprises show that
quality supplies, leaner inventories, lower working capital, higher profits and productivity, and better customer service
are among the benefits of collaborative behaviour in the enterprise - vendor chain (Sinha, Akoorie, Ding & Wu, 2011;
Tuan & Yoshi, 2010).
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Moreover, positive relationships established between the enterprise and suppliers enhance synergy and team approach
over the individual approach. These relationships ultimately facilitate the many benefits accruing from synergy and
alliances against competitors.

In Kenya, the government’s big four agenda on food security, affordable housing and universal health care proposes
support to the manufacturing sector with a view to raising its share of GDP to 15 percent by 2022 (KNBS, 2019). The
manufacturing sector is also a critical pillar towards the realization of Kenya’s Vision 2030 due to its strong forward
and backward linkages with other sectors in the economy (RoK, 2012). Despite this critical role of the manufacturing
sector, its contribution to GDP over the last five years has been on a downward trend according to the Parliamentary
Budget Office (Mwasiaji, 2019). For instance, the sector contributed 10.7 percent of GDP in year 2013, though this has
progressively declined to 8.4 percent as at 2017. The manufacturing sector’s real value rose slightly by 0.2 percent in
2017 as compared to a growth of 5.6 per cent in 2013. In addition, the manufacturing value addition sector has had very
minimal growth stagnating at about USD 5 billion for more than a decade. This shows that Kenya is losing its market
share within the East African Community its competitiveness in the international trade (Mwasiaji, 2019; KNBS, 2019).
For instance, Kenya had held a dominant position in supplying the region with manufactured goods with Uganda as the
largest trade partner, though lately, Kenya’s manufactured exports to the region have shrunk considerably. To cement
this view, many Manufacturing companies such as Procter and Gamble and Reckitt Benckiser have in the recent past
relocated from Kenya to other regions citing high cost of doing business (Mwasiaji, 2019). Given the current
internationalized competitive environment where change is a constant, the roadmap to success or failure is driven by
(un)responsiveness to environmental dictates and how quickly firms are able to get back on their feet following shocks
on the supply chains. Active involvement of suppliers and distributors in the business unit product and / or service
development process, is an addition to the arsenal in the war for enterprise strategic repositioning, in terms of gaining
efficiencies and streamlining processes and ultimately, improved quality standards (Jara & Escaith, 2012; Nwankwo &
Gbadamosi, 2010).

4.3 Coronavirus Epidemiology

Coronaviruses have become some of the major pathogens in the recent past that primarily targets the human upper and
lower respiratory tracts. Previously, epidemics of coronaviruses (CoVs) including severe acute respiratory syndrome
Coronavirus (SARS-CoV 1) and Middle East respiratory syndrome Coronavirus (MERS-CoV) occurred in 2003 and
2012 and caused significant public health threats. In the current scenario, groups of patients presenting with pneumonia
of unknown aetiology were epidemiologically traced to a seafood and wet animal wholesale market in Wuhan, Hubei
Province, China (Kucharski, et. al, 2020; Sasmita, et. al., 2020; Lu, Zhao & Li, 2020).

Nearly three months after the first official reports, the pandemic has spread to virtually all the continents infecting and
killing more than 370,000 and 16,000 people respectively. The available published data can now be used to detail the
chronology of epidemiological events in its spread. Following the first official notification given on the last day of
2019, about 41 admitted patients had been confirmed to be suffering from COVID-19 infection in Wuhan, Hubei
Province, China by January 2, 2020 and less than half of them also had co-morbidities such as cardiovascular disease,
hypertension and diabetes. Most of these patients were presumed to be nosocomial infection cases spreading due to
many patients coming into contact throughout the hospital by yet unknown mechanisms (Kucharski, et. al, 2020;
Sasmita, et. al., 2020Ji.,et. at., 2020). By the end of the month, the virus had rapidly spread throughout China during
the Chinese New Year perhaps aided by the heavy and extensive intra and inter-province travel among Chinese
(Bogoch, et. al, 2020; Ji., et. at., 2020). Notably, 106 cases had also been confirmed abroad in 19 countries, from
neighboring countries such as Japan and Vietnam to more distant countries such as Finland, Canada and Australia
(Kucharski, et. al, 2020; Sasmita, et. al., 2020). Recent cumulative data from the 64™ WHO situation report reveal that
China (confirmed-81747, deaths-3283), South Korea (confirmed-9037, deaths-120) and Singapore (confirmed-507,
deaths-2) may have successfully managed to suppress the spread of the virus with rapidly declining new confirmed
cases and deaths while Europe (lItaly: confirmed-62927, deaths-6077; Spain: confirmed-33089, deaths-2182; Germany:
confirmed-29212, deaths-126; France: confirmed-19615, deaths-860; Switzerland: confirmed-8015, deaths-66 and
United Kingdom: confirmed-6654, deaths-335) and the Americas (USA: confirmed-42162, deaths-471; Brazil:
confirmed-1546, deaths-25; and Canada: confirmed-1432, deaths-20) have become the new COVID-19 hot spots
probably due to high volume of travel and predominantly aging populations compounded by prevalent underlying
conditions (WHO, 2020). The number of confirmed cases in Africa as at 25" March 2020 are comparatively fewer with
South Africa (confirmed-402, deaths-0) and Algeria (confirmed-231, deaths-17) reporting the highest number of cases.
In Kenya, there are 28 confirmed cases, no deaths and over 500 people are suspected to have been exposed and are now
on quarantine. It is very concerning that in the low and middle-income countries such Kenya the health protection
systems tend to be weaker and laboratory resources may be meagre, infectious diseases notifications are often not
timely and public health infrastructure is often weak.
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These ultimately render the disease surveillance systems in these countries ineffective. Without robust surveillance
systems, health system would be blind are likely to be overwhelmed in cases of serious outbreaks like COVID-19
(Morse, 2007). Predictably, with time, the burden of infection may be heaviest in these countries.

Early patterns tend to reveal a trend similar to that SARS-CoV-1 and MERS-CoV where infection susceptibility can be
associated with age, biological sex and other health conditions (Bogoch, et. al, 2020). Moreover, some workers are now
postulating that the rapid spread of COVID-19 is likely driven by the phenomenon of “superspreading”, the heightened
transmission of the disease by a single person to at least eight contacts which has been observed for several infectious
diseases including SARS, MERS and influenza (Shen, 2004; Lee, 2020). While the outcomes of the COVID-19
pandemic seem to be unpredictable, its story may have one of the following endings. The best-case scenario could be
that spontaneously disappears as was the case with SARS in 2003. Or, it may continue to sporadically break out over
many like MERS. If COVID-19 follows the path of the 1918 Spanish influenza pandemic, it may have a heavy toll in
morbidity and mortality over decades to come with further ramifications in several sectors including health,
agricultural, financial, sports, transport, tourism, manufacturing and education. Initial indications are unfriendly with
very high transmissibility and fatality rate of up to 3.5 % along with (Fisher & Heymann, 2020).

5. Study Findings

One hundred and fourteen SMMEs from a different range of production units were included in this study, in addition to
the five who participated in the pilot phase of the study. The study recorded 66.67% response rate which means that
seventy-six (76) firms participated in the study. The non-response may have been occasioned by either or a
combination of factors such as time constraint on the part of the interviewees, unwillingness and/or inability to respond
to items on the questionnaire. The response rate from the various clusters is shown in Table 5.1.

Table 5.1: Response Rate

Employment Levels TOTALS

Stratum 10 -50 51 -100 101 - 150 151 - 200
Food Processing 5 4 5 3 17
Wood Workings 4 5 2 2 13
Fabricated Metal Products 6 3 5 2 16
Non-Metallic Products 3 2 4 4 13
Leather, Textiles & Garments 3 5 4 5 17

TOTALS 21 19 20 16 76

% 27.6 25 26.3 21.1

Table 5.1 shows that there was no significant difference in the sampled firm sizes since the responses were well
distributed across the clusters in the target group. When asked to respond to issues related to possible supply chain
disruption, the study established that 77.3% of the sampled firms have felt the impact of Coronavirus disease on their
operations, with 63.7% of the sampled enterprises preparing to make adjustments such as renegotiating loan facilities
with lenders and sending seasonal staff away until the situation improves. 54.5% are operating below usual capacity,
while 68.5% of the firms are planning to cut down on travel and corporate offsite events. 61.6% percent of the sampled
firms reported having experienced disruption in their supply chain. 98.5% of the sampled firms are projecting stock out
on inputs manufactured in United Kingdom, South Korea, Japan, India, Italy and especially China where Coronavirus
disease was initially reported. With concern that international travel and social mass gatherings are helping spread the
virus, 54.6% of the sampled firms are aware of the measures taken by the Kenya government such as invoking the
Public Health Act, issuing advisories on hygiene, travel, social distancing, containment and embargos on airlines to cut
back on cargo and passenger flights to many destinations around the world. 63.6% have also found it difficult to ship in
products due to lack of pre-shipment inspectors who are unavailable due to government lockdowns in source markets
especially in China. Table 5.2 presents the mean responses on supply chain disruption items.
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Table 5.2: Items on SME Supply Chain Disruption

Opinion on item SD D NS A SA Mean
% % % % % response

The business has felt the impact of - 15 21.2 394 37.9 3.2

Coronavirus disease outbreak on its

operations

1.5 69.7 28.8 4.3

The business is projecting stock out on
inputs manufactured out of the country
The business is making adjustments in - 7.6 288 561 76 24
response to Coronavirus disease outbreak

The business is operating below the usual - 3.0 424 545 - 34
productivity levels and output

The business has cut down on travel and - 3.0 285 685 - 2.7
corporate offsite events.

The business has found it difficult to ship - 121 242 636 - 2.1

in products due to lack of pre-shipment
inspectors due to Coronavirus disease

outbreak

The business has experienced disruption - 7.6 309 561 55 24
in the supply chain

The business is aware of the measures - 15 439 455 9.1 2.6

taken by the Kenya government in
response to Coronavirus disease outbreak

SD- Strongly disagree; D-Disagree; NS-Not sure; A-Agree; SA-Strongly agree

When asked what policies the Government can pursue so as to make the business environment more supportive to
SMMEs considering the impact of coronavirus outbreak, six policy initiatives were identified by the respondents as
presented in Table 5.3.

Table 5.3: Governmental Policy Initiatives

Suggestions on Government Policy f %

Tax holiday to allow the businesses to recover 31 40.7
Enhance local market access through buy Kenyan initiatives 30 39.5
Reform tax system to remove allow timely refunds 11 145
Fight against illicit trade 10 13.2
Security Improvement in the country 8 10.5
Enhance accountability by regulatory agencies 5 6.6

6. Interpretation of the Findings

The study results show that a large percentage of manufacturers in the SME sector in Kenya source their inputs or
export to China and European countries. The impact of COVID-19 disease outbreak is therefore considerable and
illustrates the importance that a severe novel disease can assume in a globalised and highly mobile world. Coronavirus
disease outbreak has resulted in widespread social disruption as a result of some borders being closed and thousands of
people placed in self or compulsory quarantine. These response strategies by many governments around the world have
disrupted supply chains with many of the sampled small and medium manufacturing enterprises projecting stock out on
inputs and inability to access local and international markets due to travel restrictions. The study findings imply
difficulties for SME sector firms in their attempt to position themselves for competitiveness in a globalised business
environment considering that SMEs are a heterogeneous set of businesses that face particular circumstances that impact
on their operations. Difficulties for the SME sector firms has a wider economic and social implications in terms of
potential job losses, poverty alleviation programmes, strain on health provision and reduced disposable incomes for
majority of the populace in the lower income bracket. This has the potential to impact on Kenya’s gross domestic
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product and the government’s big four agenda touching on housing, health, job creation and food security. These
findings therefore suggest that there is work to be done in policy reform to facilitate the SMEs in order to play their role
in national development and towards the achievement of vision 2030 and the global sustainability agenda.

7. Recommendations on Policy Initiatives

Given the important role played by SMMEs in income generation and employment creation, the Kenyan government
need to come up with specific legislative initiatives and policies geared towards facilitating them in the face of
coronavirus disease outbreak and the consequent disruption in supply chains. This can be through short and long term
policy initiatives directed at enhanced governmental response to new disease outbreaks, formation of industrial
structures rich in linkages like clustering of SMMEs and subsequent subcontracting arrangements of these clusters with
large enterprises, stimulus package for SMEs, import and export market diversification, enhanced local market access,
reforming the tax systems to enable predictability and timely value added tax refunds, fight against illicit trade,
embraced information technology to reduce government bureaucracy and enhance accountability by regulatory
agencies.

8. Conclusion

The development of the SME Sector is regarded as critical towards overall economic and industrial take off in Kenya,
yet Coronavirus disease pandemic continues to have a negative impact on SME sector firms with a cascading effect on
Kenya’s gross domestic product and the government’s big four agenda. There is therefore need for the government of
Kenya to formulate strategies that seek to speedily support SME sector firms, but also create a conducive environment
that enables the SMEs in the long term compete in the global market.
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