
VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)],  
The American Economic Association's electronic bibliography, EconLit, U.S.A., 

Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 
Circulated all over the world & Google has verified that scholars of more than 4600 Cities  in 180 countries/territories  are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

http://ijrcm.org.in/ 

 



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii

CONTENTS 
 

Sr. 
No. 

 

TITLE & NAME OF THE AUTHOR (S) 
Page 
No. 

1. IMPACT OF COMPANY’S PERFORMANCE AND GREEN STRATEGY ON ORGANIZATIONAL CULTURE: 

PHENOMENON OF INDONESIA 

ASEP ROKHYADI, TULUS HARYONO & WISNU UNTORO 

1 

2. THE RELATIONSHIP BETWEEN CORPORATE ENTREPRENEURIAL ORIENTATION AND DUAL 

INNOVATION: THE MODERATING EFFECTS OF KNOWLEDGE RIGIDITY 

BAI JINGKUN, XIE MENGZHU, YANGZHI & DONG XIAOHUI 

8 

3. FINANCIAL PERFORMANCE OF REAL ESTATE COMPANIES IN ANDHRA PRADESH 

G. RAMA PRASAD REDDY & DR. P. MOHAN REDDY 
14 

4. A STUDY OF PERFORMANCE OF SELECT WOMEN CREDIT COOPERATIVE SOCIETIES 

SHYAM JIVAN SALUNKHE & DR. (MRS.) M. V. WAYKOLE 
20 

5. A STUDY ON CONSUMER PREFERENCE AND SATISFACTION TOWARDS DIRECT-TO-HOME TELEVISION 

(DTH) SERVICE IN SALEM DISTRICT 

DR. R. RAJESWARI & R. PAVITHRA 

27 

6. JOB STRESS AMONG THE EMPLOYEES OF TIRUPATI CO-OPERATIVE BANK, CHITTOOR DISTRICT, 

ANDHRA PRADESH 

M. SANTHI & P. NIRANJAN REDDY 

31 

7. EFFECTS ON CONSUMER SALES PROMOTION: A MAJOR DEVELOPMENT IN FMCG SECTOR 

T. RAJESH & DR. P. ASOKAN 
35 

8. OPPORTUNITY COST: DAY IN AND DAY OUT 

BHAVANI AKKAPEDDI & KOUSHIK S 
37 

9. APPLICATION AND CHALLENGES OF INTERNATIONAL FINANCIAL REPORTING STANDARD TO INDIAN 

CORPORATE 

BHAVANA K. PATEL & BIJAL M. SHAH 

39 

10. HEDGING APPROACHES TO REDUCE FOREIGN EXCHANGE RATE EXPOSURE IN INDIAN PERSPECTIVE 

AMIT BHATI 
41 

11. WOMEN ENTREPRENEURSHIP: GOVERNMENT AND INSTITUTIONAL SUPPORT 

DR. B. SANDHYA RANI 
50 

12. EMOTIONAL LABOUR AS A PREDICTOR OF ORGANIZATIONAL COMMITMENT IN SELECTED CALL 

CENTRES LOCATED IN CHANDIGARH REGION 

DR. RENUKA MEHRA 

54 

13. A STUDY OF DEMOGRAPHIC FACTORS INFLUENCE ON CONSUMERS’ IMPULSE PURCHASE BEHAVIOR 

VARSHA AGARWAL 
59 

14. VALUE CHAIN ANALYSIS OF ONION MARKETING IN SOME SELECTED AREAS OF PABNA DISTRICT 

MD. DIN-LL-ISLAM & AIRIN RAHMAN 
63 

15. IDENTIFYING THE FACTORS RESPONSIBLE FOR SELECTION OF CHOOSING FARMING AS A CAREER 

DR. KULDEEP CHAUDHARY & ASHA 
69 

16. EFFECT OF LIQUIDITY ON THE PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES IN KAKAMEGA 

TOWN, KENYA 

WAWERU GRACE MUMBI, POIPOI MOSES WESANG’ULA & WAWIRE PETER 

72 

17. GREEN ACCOUNTING: A STUDY ABOUT ITS IMPORTANCE AND CONCEPT 

DR. R. JAYANTHI 
76 

18. MANDATORY CSR AND ITS IMPLICATIONS FOR THE BUSINESS AND SOCIAL SECTOR IN KERALA 

DR. RENJINI D. 
81 

19. INTANGIBLE ASSETS DISCLOSURE: A STUDY OF INDIAN COMPANIES 

SHWETA NARANG 
84 

20. ECONOMIC VALUE ADDED (EVA): A PERFORMANCE MEASURE OF STRATEGIC FINANCE 

K. NAGARAJAN 
89 

 REQUEST FOR FEEDBACK & DISCLAIMER 92 

 



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii

CHIEF PATRON 
PROF. K. K. AGGARWAL 

Chairman, Malaviya National Institute of Technology, Jaipur 
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India) 

Chancellor, K. R. Mangalam University, Gurgaon 

Chancellor, Lingaya’s University, Faridabad 

Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

 

FOUNDER PATRON 
LATE SH. RAM BHAJAN AGGARWAL 

Former State Minister for Home & Tourism, Government of Haryana 

Former Vice-President, Dadri Education Society, Charkhi Dadri 

Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

 

FORMER CO-ORDINATOR 
DR. S. GARG 

Faculty, Shree Ram Institute of Business & Management, Urjani 
 

ADVISORS 
PROF. M. S. SENAM RAJU 

Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), Maharaja Agrasen College, Jagadhri 

 

EDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

 

CO-EDITOR 
DR. BHAVET 

Faculty, Shree Ram Institute of Engineering & Technology, Urjani 
 

EDITORIAL ADVISORY BOARD 
DR. RAJESH MODI 

Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SANJIV MITTAL 
University School of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. ANIL K. SAINI 
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi 

 



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv

 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P. J. L. N. Government College, Faridabad 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

 

ASSOCIATE EDITORS 
PROF. NAWAB ALI KHAN 

Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. ABHAY BANSAL 
Head, Department of I.T., Amity School of Engineering & Technology, Amity University, Noida 

PROF. V. SELVAM 
SSL, VIT University, Vellore 

PROF. N. SUNDARAM      
VIT University, Vellore 

DR. PARDEEP AHLAWAT 
Associate Professor, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak 

DR. S. TABASSUM SULTANA 
Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad 

DR. JASVEEN KAUR 
Asst. Professor, University Business School, Guru Nanak Dev University, Amritsar 

 

FORMER TECHNICAL ADVISOR 
AMITA 

Faculty, Government M. S., Mohali 

 

FINANCIAL ADVISORS 
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

 

LEGAL ADVISORS 
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENT 
SURENDER KUMAR POONIA 

 



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v

 

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of Computer 

Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; Economics; Tourism 

Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; Corporate Governance; 

Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting Theory & Practice; Auditing; 

Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History; Financial 

Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International Economics & Trade; 

International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; Demography: Development Planning; Development Studies; 

Applied Economics; Development Economics; Business Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics; Political 

Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management; Management 

Information Systems (MIS); Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care 

Administration; Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Organizations; 

Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; 

Production/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; 

Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; 

Transportation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; 

Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete Structures; Internet; Management Information 

Systems; Modeling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating 

Systems; Programming Languages; Robotics; Symbolic & Formal Logic; Web Design and emerging paradigms in allied subjects. 

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format 

after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online 

submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).  

GUIDELINES FOR SUBMISSION OF MANUSCRIPT 
 

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

 

THE EDITOR 

IJRCM 

 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF                                                   . 

(e.g. Finance/Mkt./HRM/General Mgt./Engineering/Economics/Computer/IT/ Education/Psychology/Law/Math/other, please 

specify) 

 

DEAR SIR/MADAM 

Please find my submission of manuscript entitled ‘___________________________________________’ for possible publication in one 

of your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language 

fully or partly, nor is it under review for publication elsewhere. 

I affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to their inclusion 

of names as co-authors. 

Also, if my/our manuscript is accepted, I agree to comply with the formalities as given on the website of the journal. The Journal has 

discretion to publish our contribution in any of its journals. 

 

NAME OF CORRESPONDING AUTHOR     : 

Designation       : 

Institution/College/University with full address & Pin Code   : 

Residential address with Pin Code     : 

Mobile Number (s) with country ISD code    : 

Is WhatsApp or Viber active on your above noted Mobile Number (Yes/No) : 

Landline Number (s) with country ISD code    : 

E-mail Address       : 

Alternate E-mail Address      : 

Nationality        : 



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi

 

NOTES: 

a) The whole manuscript has to be in ONE MS WORD FILE only, which will start from the covering letter, inside the manuscript. pdf. 

version is liable to be rejected without any consideration. 

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (e.g. Finance/Marketing/HRM/General Mgt./Engineering/Economics/Computer/IT/ 

Education/Psychology/Law/Math/other, please specify) 

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. 

to the manuscript. 

d) The total size of the file containing the manuscript is expected to be below 1000 KB. 

e) Abstract alone will not be considered for review and the author is required to submit the complete manuscript in the first 

instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email within twenty four hours and in case of non-receipt of 

acknowledgment from the journal, w.r.t. the submission of manuscript, within two days of submission, the corresponding author 

is required to demand for the same by sending a separate mail to the journal. 

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except the covering letter and the 

cover page of the manuscript, in the manner as mentioned in the guidelines. 

 

2. MANUSCRIPT TITLE: The title of the paper should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and 

email/alternate email address should be given underneath the title. 

4. ACKNOWLEDGMENTS: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any. 

5. ABSTRACT: Abstract should be in fully italicized text, ranging between 150 to 300 words. The abstract must be informative and explain 

the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full. 

6. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic 

order separated by commas and full stop at the end. All words of the keywords, including the first one should be in small letters, except 

special words e.g. name of the Countries, abbreviations.  

7. JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at 

www.aeaweb.org/econlit/jelCodes.php, however, mentioning JEL Code is not mandatory. 

8. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It should be free 

from any errors i.e. grammatical, spelling or punctuation. It must be thoroughly edited at your end. 

9. HEADINGS: All the headings must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading. 

10. SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.  

11. MAIN TEXT:  

THE MAIN TEXT SHOULD FOLLOW THE FOLLOWING SEQUENCE: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESIS (ES) 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS   

 CONCLUSIONS 

 LIMITATIONS 

 SCOPE FOR FURTHER RESEARCH 

 REFERENCES 

 APPENDIX/ANNEXURE 

The manuscript should preferably range from 2000 to 5000 WORDS. 



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vii

 

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self explained, and titles must be above 

the table/figure. Sources of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred 

to from the main text.  

13. EQUATIONS/FORMULAE: These should be consecutively numbered in parenthesis, horizontally centered with equation/formulae 

number placed at the right. The equation editor provided with standard versions of Microsoft Word should be utilised. If any other 

equation editor is utilised, author must confirm that these equations may be viewed and edited in versions of Microsoft Office that 

does not have the editor. 

14. ACRONYMS: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined 

on its first use in each section: Reserve Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections. 

15. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised 

references in the preparation of manuscript and they are supposed to follow Harvard Style of Referencing. Also check to make sure 

that everything that you are including in the reference section is duly cited in the paper. The author (s) are supposed to follow the 

references as per the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending 

order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, 

dissertations, reports, working papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parenthesis. 

• Headers, footers, endnotes and footnotes should not be used in the document. However, you can mention short notes to elucidate 

some specific point, which may be placed in number orders after the references. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS  

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited 

by David Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES  

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," 

Journal of Urban Economics, Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS  

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management 

Association, New Delhi, India, 19–23 

UNPUBLISHED DISSERTATIONS  

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES  

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed.  

WEBSITES 

• Garg, Bhavet (2011): Towards a New Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp



VOLUME NO. 6 (2015), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

72

EFFECT OF LIQUIDITY ON THE PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES IN KAKAMEGA 

TOWN, KENYA 
 

WAWERU GRACE MUMBI 

STUDENT 

MASINDE MULIRO UNIVERSITY OF SCIENCE & TECHNOLOGY 

KAKAMEGA 

 

POIPOI MOSES WESANG’ULA 

SR. LECTURER 

DEPARTMENT OF EDUCATIONAL PSYCHOLOGY 

MASINDE MULIRO UNIVERSITY OF SCIENCE & TECHNOLOGY 

KAKAMEGA 

 

WAWIRE PETER 

LECTURER 

DEPARTMENT OF BUSINESS ADMINISTRATION & MANAGEMENT 

MASINDE MULIRO UNIVERSITY OF SCIENCE & TECHNOLOGY 

KAKAMEGA 

 

ABSTRACT 
Liquidity management is an integral activity in every organization that intends to pay its current obligation. These obligations include operating and financial 

expenses that are short term. The study specifically, explored the effect of liquidity on profitability of small and medium enterprises in Kakamega Town used as an 

indicator of performance.  To achieve this, a sample of 384 small and medium enterprises was used to provide data.  A descriptive survey research design, which 

provides insights into the research problem by describing the variables of interest and defines, estimate, predict and examine associative relationships was used. 

Inferential statistics such as simple and multiple linear regression and correlation analysis were used to determine the relationship between the independent and 

dependent variable. The outcome had some positive correlation between liquidity and performance of small and medium enterprises.  The paper concludes that 

liquidity has a positive effect on the performance of small and medium enterprises in Kakamega town.  On the basis of these findings the paper recommends that 

managers and owners of small and medium enterprises as well as academicians and policy makers should understand liquidity and the effect it has on performance 

of small and medium enterprises.   

 

KEYWORDS 
liquidity, performance of small and medium enterprises, profitability, small and medium enterprises. 

 

INTRODUCTION 
hristensen (2004) indicates that global changes in the business environment in the recent years have led to an increasing number of large enterprises 

demanding innovation.  Majority of the scholars have thought this as an attribute to success in financial performance of firms.  The reasons for this include; 

competitive edge in the market, good returns to the shareholders, and last but not least financial performance of firms which has received little research 

interest (Zain & Hassan 2007).  Therefore there is need to identify factors that affect performance of the firms.   

In Germany, Baas and Schrooten (2005), Small and Medium Enterprises (SMEs) seem to suffer from limited access to external financial resources.  Banks are 

reluctant to provide credit to this type of enterprises since there is relatively limited publicly available information about SMEs. Legal accounting requirements for 

these enterprises are low, so that managers of SMEs have only small incentives to invest in detailed information practices. It is often argued that this specific lack 

of information can be compensated by relationship banking, which enables banks to collect detailed information about an individual firm over time. Nevertheless 

this information is exclusive. That’s why there exists a close linkage between the lending technique of a bank and the interest rate offered to a firm. While 

relationship lending leads to relatively high interest rates the burden is much lower in the case of financial statement lending.  

In Pakistan, Qasim and Ramiz (2014) showed that liquidity management is an integral activity for every organization that intends to pay their current obligations 

on business which include operating and financial expenses that are short term. The researcher showed that the liquidity ratio affects profitability positively thus 

recommends managers to be capable of creating worth for their shareholders via reducing the digit of day’s accounts receivable and inventories to a rational 

minimum.  

A firm should ensure that it does not suffer from lack-of or excess liquidity to meet its short-term obligations. A study of liquidity is paramount to both the internal 

and the external analysts because of its close relationship with day-to-day operations of a business (Bhunia, 2012). The Dilemma in liquidity management is to 

achieve desired trade-off between liquidity and profitability (Nahum and Amarjit, 2013). This study seeks among other things, to investigate the problems of SMEs 

liquidity management in order to determine its effect on SMEs profitability. 

 

LITERATURE REVIEW 
It is necessary for all businesses whether small, medium or large to do liquidity management. This entails collecting cash from customers in time to ensure no 

difficulty in paying short term debts. Therefore, when a business does not manage its liquidity well, it will have cash shortages and will result in difficulty in paying 

obligations. In this regard Ali Uyar (2009) opines that, in addition to profitability, liquidity management is vital for ongoing concern. Schilling (1996) suggests 

optimum liquidity position, which is minimum level of liquidity necessary to support a given level of business activity, it is critical to deploy resources between 

working capital and capital investment, because the return on investment is usually less than the return on working capital investment. Therefore, deploying 

resources on working capital as much as to maintain optimum liquidity position is necessary. Then he sets up the relationship between conversion cycle and 

minimum liquidity required such that if the cycle lengthens, the minimum liquidity required increases, and vice versa. 

The management of working capital is one of the most important aspects of Financial Administration, according to Gitman (2003), net working capital is the 

amount by which a firm’s current assets exceed its current liabilities. If the company fails to keep a satisfactory level of working capital, it will probably become 

insolvent. The current assets of enterprises must be at a level that can cover the liabilities at reasonable margin of safety.  

According to Chandra (2001), normally a high liquidity is considered to be a sign of financial strength, however according to some authors as Assaf Neto (2003), a 

high liquidity can be as undesirable as a low. This would be a consequence of the fact that current assets are usually the less profitable then the fixed assets. It 

C
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means that the money invested in current assets generates less returns then fixed assets, representing thus an opportunity cost. Besides that, the amounts 

employed in current assets generate additional costs for maintenance, reducing thus the profitability of the company. However Arnold (2008) points that holding 

cash also provides some advantages, such as, provides the payment for daily expenses, such as salaries, materials and taxes. Due to the fact that future cash flows 

are uncertain, holding cash gives a safety margin for eventual downturns. And finally the ownership of cash guarantees the undertaken of highly profitable 

investments that demands immediate payment. Thus it is an important task for the financial manager to achieve the appropriate balance between the adequate 

liquidity and a reasonable return for the company. 

Some empirical studies have attempted to examine the relationship between liquidity and profitability. In an attempt to measure the impact of liquidity on 

profitability, Lamberg and Valming (2009) carried out a study using a sample of companies listed on Shochholm Stock Exchange. Their focus was mainly on the 

impact of active liquidity strategies on company’s profitability in and out of financial turbulence. The data was financial ratios which was generated from financial 

statements. Their findings suggested that the adaptation of liquidity strategies do not have a significant impact on return on assets. Only increased use of liquidity 

forecasting and short-term financing during financial crisis had a positive impact on return on assets. They also found out that the importance of key ratios 

monitoring companies’ liquidity has not changed between the studied time points. Therefore, they concluded that the adjustment of liquidity practices is beneficial 

for the companies, even though benefits are not always directly measurable in profitability and, thus, recommended that companies should focus on liquidity and 

working capital management in an economic downturn.  

Raheman and Nasr (2007) selected a sample of 94 Pakistani firms listed on Karachi Stock Exchange for a period of 6 years, found out that there is a strong negative 

relationship between variables of working capital management and profitability of the firms. The study also shows a significant negative relationship between 

liquidity and profitability, and that a positive relationship exists between size of the firm and its profitability. Also, there is a significant negative relationship 

between debt used by the firm and its profitability. Variables used in their analysis included average collection period, inventory turnover in days, average payment 

period, cash conversion cycle, current ratio, debt ratio, size of the firm and financial assets to total assets ratio.  

 

IMPORTANCE OF THE STUDY 
The Government ministries and department collect taxes and spend public funds to meet their recurrent and development projects and program needs. In view 

of this, the Government benefitted a lot since the SME’s were empowered through financial intermediation hence better performance, consequently income to 

the Government in terms of tax collected from them. Literature review was developed in that the results enabled other researchers to make reference on. A lot 

of existing literature on role of financial intermediaries and performance of SME’s and by extension firms was enlarged and formed a strong foundation for the 

interested parties. Further, the findings of the study was useful to all those who were involved in the ownership and management of SME’s in Kenya. The owners 

were able to make use of financial intermediaries to boost the performance of their businesses. The managers of financial institutions also benefitted from this 

information by having clear guidelines on how to embrace financial intermediation to benefit their institutions. 

 

STATEMENT OF THE PROBLEM 
The relationship between liquidity and performance of Small and Medium Enterprises (SMEs) has remained a source of disagreement among experts, researchers, 

professional financial analysts and even managements of profit-oriented businesses. Therefore, views on the actual relative importance of each in business 

enterprises have continued to differ. 

 

STUDY OBJECTIVE 
The objective of the study was to determine the effect of liquidity on the performance of SMEs 

 

STUDY HYPOTHESIS 
H01 Liquidity had no effect on the performance of SMEs. 

 

FIGURE 1: CONCEPTUAL FRAMEWORK ROLE OF FINANCIAL INTERMEDIARIES AND PERFORMANCE OF SME’S IN KAKAMEGA TOWN 

 
Source: Researcher’s own conceptualization 2015 

RESEARCH METHODOLOGY 
The study used a descriptive survey (describing the characteristics of existing phenomenon) in soliciting information on financial intermediation in Kakamega 

Town. The population used in this study involved all the Small and Medium Enterprises (SMEs) in Kakamega Town, Kenya which totaled up to 4149 SMEs. A sample 

of 384 was determined however, to increase the scope of the study, the researcher issued 415 questionnaires and 400 of them were returned which were then 

used for data analysis. Questionnaires were used for the lead workers whereas the interview guide was used for the managers. The items in the questionnaires 

were subjected to cronbach alpha coefficient test to determine the reliability of the instrument. It a yielded an r- value of 0.826. This indicated that the instrument 

is reliable. The data that was collected from the respondents was then descriptively and inferentially analyzed using frequencies, percentages and Pearson’s 

product moment correlation coefficient test.  

  

RESULT AND DISCUSSION 
The questionnaire return rate was 96.4% since 400 questionnaires were returned out of 415 that were supplied. The response rate of at least 90% was considered 

a good rate according to (Saunders et al., 2007). 

GENERAL INFORMATION OF THE RESPONDENTS 

It was important to have general background information concerning the responses. This information was important to establish whether they were in a better 

position to respond to the questionnaires or not. The information sought for purposes of having background information included, gender, age bracket of the 

respondents, level of education and the number of years they have worked as SME’s. The following were response recorded. 

GENDER 

The respondents indicated their gender and the results were recorded in Table 1 below. 

 

TABLE 1: GENDER DISTRIBUTION 

 Gender of Respondents 

 Frequency Percentage Cumulative Percentage 

Male  267 66.8 66.8 

Female  133 33.2 100.0 

Total  400 100.0  

Source: Research Data, 2015 
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According to the results in Table 1 above, majority of the respondents were males (66.8%) while the rest were females (33.3%). It was an indication that more 

male participated in this study than females. This could be as a result of more male employees than female. Alternatively, women’s traditional reproductive roles 

have to be combined with other activities, like employment leaving little energy and time for the latter (UDEC, 2002), may explain why the number of women who 

participated in this study is lower. However, the representation of women is enough in the study. 

AGE BRACKET OF RESPONDENTS 

The results in table 2 show that, between 20 and 30 years old, there were 10.8% of the respondents; between 31 years and 40 years, there were 38%; between 

41 years and 50 years, there were 45%; while those who were 51 years old and above were 6.3%. From these results, it implies that majority of the respondents 

(83%) were in the active age bracket of 31-50 years. 

TABLE 2: AGE DISTRIBUTION OF RESPONDENTS 

 Age Bracket of Respondents 

Age Bracket Frequency Percentage Cumulative Percentage 

20-30 Years 43 10.8 10.8 

31-40 years 152 38.0 48.8 

41-50 Years 180 45.0 93.8 

Over 50 Years  25 6.2 100.0 

 400 100.0  

Source: Research Data, 2015 

Age affects the level of motivation to perform any function in an organization. Majority of respondents were in the age range of between 31 to 50 years old. This 

age is important in a business setting for instance in the SME’s because it is an active age that is quite productive. 

EDUCATIONAL LEVEL OF THE RESPONDENTS 

The level of education was very important in this study. This information was vital in making decisions on the role of financial intermediaries on the performance 

of SME’s in Kakamega Town. The results were recorded in Table 3 below. The results illustrate that 1% of the respondents had primary education, 22% had 

secondary education, 20.8% had college education, 13.5% had university education, and 15.8% had post graduate education, while the remaining 27% had 

professional qualification. From the results, over 95% of the respondents have enough education background to fill and respond to the questionnaires with ease. 

 

TABLE 3: EDUCATIONAL LEVEL OF RESPONDENTS 

Level of Education Frequency Percent Cumulative Percentage 

Primary 4 1.0 1.0 

Secondary 88 22.0 23.0 

College 83 20.75 43.8 

University 54 13.5 57.3 

Postgraduate 63 15.75 73.0 

Professional qualification 108 27.0 100.0 

Total 400 100.0  

Source: Research Data, 2015 

NUMBER OF YEARS WORKED 

This section was also important to the study. It helped establish the years of experience they have in their business. The results were as shown in Table 4 below. 

 

TABLE 4: NUMBER OF YEARS WORKED 

Number of Years Worked Frequency Percent Cumulative Percentage 

Less than 5 67 16.75 16.8 

5-10 years 187 46.75 63.5 

Over 10 years 146 36.5 100.0 

Total 400 100.0  

Source: Research Data 2015 

From the results, 16.75% of the respondents have worked for less than 5 years, 46.75% have worked between 5 to 10 years while the remaining 36.5% have 

worked for over ten years. The results indicate that majority of the respondents i.e. 83.25% have worked for at least 5 years. This implies that they are in good 

position to have important information to the study regarding the performance of their businesses. 

DESCRIPTIVE STATISTICS OF LIQUIDITY 

Role of financial intermediaries was the independent variable on the conceptual framework shown in Figure 1. The construct under role of financial intermediaries 

was; liquidity. This variable was analyzed through dimension reduction of factor analysis (i.e. through central limit concept of varimax) and its mean was then 

computed and further used in the study. The following results demonstrate the outcome of the study. 

There were several questions that aimed at establishing from the respondents how liquidity affected the performance of SME’s. The respondents were asked to 

score the questions that were rated on the five (5) point Likert Scale ranging from 1= Strongly Disagree, 2 = Disagree, 3 = Neither Agree nor Disagree, 4 = Agree, 

and 5 = Strongly Agree. The results were as shown in Table 4.5 below. From the results the question; SME’s maintain enough cash cover to pay for their short term 

debt had a mean of  4.7525 with standard deviation of  0.53099, SME’s receive loans from the financial institutions like banks among others which improves their 

performance had a mean of 4.5625 with standard deviation of  0.63805, SME’s receive varieties of credit facilities from banks to improve on their capital base had 

a mean of 4.5500 with standard deviation of 0.65847, The SME’s repay their credit facilities on time and still manage to run their businesses had a mean of 4.5750 

with standard deviation of 0.6167. 

The mean scores are above 4 and their respective standard deviations are less than 1. SME’s maintain enough cash cover to pay for their short term debt had a 

lower standard deviation than the other items and this implies that it’s closer to the mean and actually shows that SMEs have enough cash to pay for their short 

term debt. However, very few SMEs receive variety of credit facilities from this same institutions and this could be as a result of high interest rates on this loans 

etc. This is indicated by a higher standard deviation which shows that the responses were spread out. This concurs with Lamberg and Valming (2009) carried out 

a study using a sample of companies listed on Shochholm Stock Exchange. Their focus was mainly on the impact of active liquidity strategies on company’s 

profitability in and out of financial turbulence. The data was a financial ratio which was generated from financial statements. Their findings suggested that the 

adaptation of liquidity strategies do not have a significant impact on return on assets. Only increased use of liquidity forecasting and short-term financing during 

financial crisis had a positive impact on return on assets. They also found out that the importance of key ratios monitoring companies’ liquidity has not changed 

between the studied time points. Therefore, they concluded that the adjustment of liquidity practices is beneficial for the companies, even though benefits are 

not always directly measurable in profitability and, thus, recommended that companies should focus on liquidity and working capital management in an economic 

downturn. 
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TABLE 5: DESCRIPTIVE STATISTICS OF LIQUIDITY 

Descriptive Statistics of Liquidity on Performance Mean Standard Deviation 

i. SME’s maintain enough cash to cover for their short term debt 4.7525   0.53099 

ii. SME’s receive loans from the financial institutions like banks among others which improves their performance 4.5625 0.63805 

iii. SME’s receive varieties of credit facilities from banks to improve on their capital base 4.5500 0.65847 

iv. The SME’s repay their credit facilities on time and still manage to run their businesses 4.5750 0.61671 

Source: Research Data 2015 

HYPOTHESIS TEST 

TABLE 6: CORRELATION RESULTS OF LIQUIDITY AGAINST PERFORMANCE 

Model Summary 

Model  R R Square Adjusted R Square Std Error of the Estimate  

1 Predictors: (Constant), Liquidity 0.753a 0.567 0.566 0.46958  

Model  
Unstandardized Coefficients Standardized Coefficients 

T Sig. 
B Std. Error  Beta  

1 (Constant) Liquidity 2.030 0.116  17.56 0.000 

0.590 0.026 0.753 22.83 0.000 

a. Dependent Variable: SME performance 

b. Predictors: (Constant) Liquidity 

Source: Research Data 2015 

This correlation results in Table 6 above show that liquidity has a positive effect on the performance of SME’s. The results indicate that 56.7% of the SME’s 

performance can be explained by liquidity (r2=0.567) and the relationship followed a simple regression model of the nature P=α+β1L+e, where P is the SME 

performance, α was the constant intercept of which in our case was 2.030 and beta β1=0.753, L was liquidity and e was the standard error term.  

The correlation results between the mean of liquidity and the mean of SME’s performance (P) had a beta term β1=0.753 at p=0.01. In the hypothesis criteria, we 

were to reject H01 if β1≠0. However, from these results, the value of beta β1=0.753 and yet 0.753≠0. The study therefore rejects the null hypothesis and conclude 

that liquidity has a statistically significant positive effect on the performance of SME’s in Kakamega Town. 

 

CONCLUSION 
The study concludes that liquidity has a positive effect on the performance of Small and Medium Enterprises (SME’s). The studies reveal that financial markets 

direct the flow of funds from savers to investors, by bringing buyers and sellers together, therefore affecting the wealth of individuals and how businesses behave, 

and the entire economy. In so doing, financial markets facilitate economic efficiency, and economic growth. Funds can be transferred by the financial market from 

savers to borrowers through direct transfers, investment bankers or use of intermediaries. 

The study further recommends that Small and medium enterprises should aggressively engage in ensuring their businesses have enough cash cover. The study 

reveals that there is a statistically significant positive effect between liquidity and performance of SME’s. 

 

LIMITATIONS 
The research instruments that included questionnaires and interview schedules used for data collection was time consuming and costly. The researcher overcame 

this by setting time frames within which the interviews were conducted to save time and reduce costs. The respondents lacked trust and thus hide information 

crucial for the study from the researcher. To overcome this, the researcher assured them that the information was only confidential and would not be released to 

competitors. In addition, the Small and Medium Enterprises (SME’s) subjected their views due to biasness because they were aware that the information generated 

from the study was useful to them. The researcher overcame this by citing other existing literature information on the area of study. The findings of the study 

were influenced by the researcher’s subjectivity. The researcher addressed this through citing literary sources to support personal views to minimize subjectivity. 

 

SUGGESTIONS FOR FURTHER STUDIES 
The following suggestions were made for further research based on the findings of this study. The study was done in Kakamega Town, which is found in Kakamega 

County. Further research is encouraged to have other counties also covered to check whether the results are still the same. In future a comparison should be done 

between the financial performance of Small and Medium Enterprises (SMEs) that have not embraced financial intermediation and the ones that have not.  This 

may help in shedding light on whether embracing financial intermediation helps the SMEs to perform better than the other businesses. 
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