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ABSTRACT

14 August 2023  The focus of the study is to investigate the role of public procurement preference
schemes in enhancing the growth of small and medium-sized enterprises. The

Keywords: general objective of the study was: To investigate the role of public procurement
preference schemes in enhancing the growth of small and medium-sized

Public enterprises in Nyamira County, Kenya. The specific objectives included;
Procurement establishing the role of 30% preference on the growth of small and medium-sized
Preference Scheme enterprises, to investigate t_he role of waiver of bid bond on th_e growth of small
' and medium-sized enterprises, to establish the role of local firm preference on

Growth,  the growth of small and medium-sized enterprises and to assess the role of easy

SMEs, access to procurement opportunities registration on the growth of small and

Waiver ona medium-sized enterprises. The study was guided by agency theory. A descriptive
Bid Bond, research design was applied to the study. The study population included 35700
AGPO registered and licensed SMEs, from where a sample of 391 was arrived at by

Registration

Yamane’s formula. Data collection involved the use of self-administered
questionnaires. Both descriptive and inferential statistics were used to perform
data analysis. The results of the model summary indicate that R2 equals 0.498 at
a 0.05 significance level, thus revealing that 49.8 % of the SME growth can be
accounted for by the public procurement preference scheme. The study
concluded that there was a positive influence of public procurement preference
schemes on the growth of small and medium-sized enterprises. The study
recommended that SMEs may team up with one another under joint bidding in
order to get higher chances of preference and also compete with large-sized firms
for public procurement opportunities.

APA CITATION

Thomas, R, O., Biraori, O. E., Mwangi, G. & Muriithi, R. (2023). Role of Public Procurement Preference Scheme on the Growth
of Small and Medium-sized Enterprises in Nyamira County, Kenya. East African Journal of Business and Economics, 6(1), 277-
289. https://doi.org/10.37284/eajbe.6.1.1348

CHICAGO CITATION

Thomas, Rosasi Ombeo, Oteki Evans Biraori, Grace Mwangi and Ruth Muriithi. 2023. “Role of Public Procurement Preference
Scheme on the Growth of Small and Medium-sized Enterprises in Nyamira County, Kenya”. East African Journal of Business
and Economics 6 (1), 277-289. https://doi.org/10.37284/eajbe.6.1.1348.

277 | This work is licensed under a Creative Commons Attribution 4.0 International License.


http://creativecommons.org/licenses/by/4.0/
https://orcid.org/0009-0000-0555-5900
https://doi.org/10.37284/eajbe.6.1.1348

East African Journal of Business and Economics, VVolume 6, Issue 1, 2023
Article DOI: https://doi.org/10.37284/eajbe.6.1.1348

HARVARD CITATION

Thomas, R, O., Biraori, O. E., Mwangi, G. & Muriithi, R. (2023) “Role of Public Procurement Preference Scheme on the Growth
of Small and Medium-sized Enterprises in Nyamira County, Kenya”, East African Journal of Business and Economics, 6(1),

pp. 277-289. doi: 10.37284/eajbe.6.1.1348.

IEEE CITATION

R. O. Thomas, O. E. Biraori, G. Mwangi & R. Muriithi “Role of Public Procurement Preference Scheme on the Growth of
Small and Medium-sized Enterprises in Nyamira County, Kenya”, EAJBE, vol. 6, no. 1, pp. 277-289, Aug. 2023.

MLA CITATION

Thomas, Rosasi Ombeo, Oteki Evans Biraori, Grace Mwangi & Ruth Muriithi. “Role of Public Procurement Preference Scheme
on the Growth of Small and Medium-sized Enterprises in Nyamira County, Kenya”. East African Journal of Business and
Economics, Vol. 6, no. 1, Aug. 2023, pp. 277-289, doi:10.37284/eajbe.6.1.1348.

INTRODUCTION

Public procurement describes the Government’s
and state-owned firms’ purchases of materials,
labour, and services (Arockiasamy et al., 2022).
Public procurement is crucial to the development,
stability, and success of small and medium-sized
businesses anywhere in the world (SMESs). The
procurement sector accounts for about 70% of
developing country budgets and 35% of those of
wealthy countries (Saxena, 2015; World Bank,
2016). Therefore, it is believed that the government
is the primary customer of SMEs’ products and
services in particular. On the other hand, SMEs are
crucial to the general public’s and Government’s
overall social and economic development. These
SMEs boost GDP growth and produce new jobs in
the majority of nations (Kazungu et al., 2015).

According to a poll (Rasheed, 2015), SMEs are
largely responsible for the creation of nearly 50% of
the new jobs in our nation. Despite the fact that
these SMEs make such a significant contribution,
three out of every five enterprises fail during the
first few months of existence, according to
information from the Kenya Bureau of Statistics
published in 2017. This is unquestionably a result of
how SMEs are handled, particularly in the area of
procurement. The need for better management is
closely correlated with business growth (Sumba,
2015).

In an effort to support SMEs, the Kenyan
government mandated in 2010 that public procuring
entities reserve at least one in ten State tenders for

youth and SMEs. These groups are responsible for
a sizable portion of Kenya’s small businesses,
effectively granting traders access to a crucial
market (Ng’ang’a, 2012). After the Public
Procurement  and Disposal Amendment
Regulations, 2013, were passed, this requirement
(reservation of at least one in ten state tenders) was
increased to an even larger percentage, requiring
that 30% of tenders in all public procurement
organisations be reserved for the disadvantaged
groups—youth, women, and people with
disabilities. Nevertheless, despite the requirement,
procurement organisations have been hesitant to
provide SMEs with the minimum required tenders,
which has led to a low level of participation by
SMEs in government tenders.

Many developing nations, whose SMEs are viewed
as being unproductive and not making a profit, are
concerned about threats that could impede their
growth (Jabbie, M., & Saffa, M. 2021). The
government’s lack of active participation in the
public procurement process has significantly
slowed the growth pace of SMEs. The existence of
SMEs and their effects on the overall economy of
the nation, however, has not received much
attention. This study aimed at gathering data that
will be helpful to the county and national
governments, create efficient policies and
regulations that will aid SMEs in actively engaging
in public procurement and support their
development. The study will therefore be helpful to
SMEs because it will increase their knowledge of
public procurement participation and help them
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become more productive. The study’s findings will
serve as a generated source of knowledge for
scholars to consult. The results of this study will be
of great benefit to the Nyamira County Government
in helping create the appropriate policies that would
enhance the viability and productivity of the
county’s SMEs.

Statement of the Problem

Although Kenya’s public enterprises are now
subject to procurement preferences (Public
Procurement and Asset Disposal Act [PPADA],
2015) and Relegations 2020, SMEs have not
completely embraced the preference to participate
in government procurements, which has slowed
their expansion. According to Mulae (2022), some
of the challenges faced by Small and Medium
Enterprises include access to affordable credit,
market access, infrastructure, and logistical
challenges. The SMEs require capacity-building in
product development to improve quality and
standards. Digitisation of businesses is crucial to the
adoption of e-commerce, which most SMEs are not
able to adopt, thus missing out on the available
opportunities.

According to Section 157 (12) & (13) of PPADA
2015, procuring entities are instructed both at the
national and county level to submit reports to the
authority every six months demonstrating
compliance with the legal provisions on
implementation of the preferences and reservation
scheme. The report should indicate the number of
youths, women and persons with disability from
whom goods, works, and services have been
procured by the procuring entity as required under
section 157 (13) (b) of the Act. This is a mandatory
report to be submitted to the authority to enable the
preparation of a report to Parliament every six
months for consideration by the relevant committee
responsible for the equalisation of opportunities for
youth, women and persons with disability, which
report shall contain details of the procuring entities
and how they have complied with the provisions of
the Act (PPADA, 2015).

Out of this requirement of the Act, reports show that
the beneficiaries of the preference, more so the
youth, have portrayed low uptake of the AGPO
program, thereby undermining the program
objectives. According to the National Treasury
Report on AGPO, 2018, less than 40% of the youth,
particularly in rural areas, had exploited this
opportunity and procuring entities are finding it
difficult to meaningfully engage these youth for
varied reasons. Further, according to Hivos (2018),
only 36% of applicants reported having won
tenders, 66% lacked capital, 60% had challenges in
getting paid after delivery, and all indicated that
procurement procedures and criteria are complex,
burdensome, costly for new entities, too technical
requiring specialised bidding skills and have
limiting compliance costs. Scholars have attributed
this outcome to the existing legal framework
(Muneneg, 2018).

General Objective

To investigate the role of public procurement
preference scheme in enhancing the growth of small
and medium-sized enterprises in Nyamira County,
Kenya

Specific objective

e To establish the role of 30% preference on the
growth of small and medium-sized enterprises
in Nyamira County.

e To investigate the role of waiver of bid bond on
the growth of small and medium-sized
enterprises in Nyamira County.

e To establish the role of local firm preference on
the growth of small and medium-sized
enterprises in Nyamira County.

e Toassess the role of easy access to procurement
opportunities registration on the growth of
small and medium-sized enterprises in Nyamira
County
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Hypothesis

Ho: 30% preference has no statistically significant
role in the growth of small and medium-sized
enterprises in Nyamira County.

Ho, Waiver of bid bond has no statistically
significant role on the growth of small and medium-
sized enterprises in Nyamira County.

Hos Local firm preference has no statistically
significant role in the growth of small and medium-
sized enterprises in Nyamira County.

Ho, Easy access to procurement opportunities
registration has no statistically significant role in the
growth of small and medium-sized enterprises.

LITERATURE REVIEW

The section provides an analysis of the role of
public procurement preference schemes and the
growth of small and medium-sized enterprises. It
outlines the theoretical framework, empirical
review, and conceptual framework.

Agency Theory

This theory took into account parties that played the
roles of a principal and an agent. “One of the oldest
and most commonly codified modes of social
interaction” is the agency relationship (Ross, 2016).
Between the government (the principal) and
potential suppliers, especially SMEs (the agents),
there is frequently knowledge asymmetry in public
procurement. The government might not have the
resources or the specific knowledge needed to
create a certain commaodity or service internally, but
SMEs do. According to agency theory, this
information asymmetry may make it necessary for
the government to assign tasks to SMEs acting as
their agents in order to take advantage of their
knowledge and abilities (Kumar et al., 2022).
Agency theory provides a deeper understanding of
the principal-agent dynamics in public procurement
and their implications for SME growth. It highlights
the  importance  of aligning  incentives,
implementing effective monitoring mechanisms,

and designing appropriate contractual arrangements
to promote SME performance and mitigate agency
problems. By considering agency theory,
policymakers and practitioners can develop
strategies and policies that foster a mutually
beneficial relationship between public procurement
entities and SMEs, ultimately contributing to
economic growth and development (Beal, 2022).

The government serves as the principal in public
procurement, delegating duties and authority to
SMEs in the capacity of agents. The government
depends on the SMEs to act in its best interests and
make sure that the items or services it purchases
adhere to the necessary quality requirements.

Agency theory focuses on the relationship between
principals (e.g., government entities) and agents
(e.g., SMEs) and how the interests and behaviours
of the agents are aligned with those of the principals.
In the context of public procurement, agency theory
provides insights into the incentives, monitoring
mechanisms, and contractual arrangements that can
facilitate SME growth. It highlights the principal-
agent conflicts, information asymmetry, and risk-
sharing  considerations inherent in  public
procurement processes (Delbufalo, 2018).

Incentive alignment is a crucial aspect of the
principal-agent relationship. This theory explores
how public procurement policies and practices can
provide appropriate incentives for SMEs to enhance
their growth. It examines the role of performance-
based contracting, bonus schemes, and long-term
relationships in aligning the interests of SMEs with
the goals of public procurement agencies. The
theory also discusses the potential benefits and
challenges of using technology-enabled monitoring
systems, such as e-procurement platforms and data
analytics, to enhance transparency and
accountability (Davis, Batchelor & Kreiser, 2019)

By illustrating the mutability and relativity of the
subject matter of cognition, this theory has opened
up new study directions. The relationships that are
the focus of the cognition typically take the form of
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formalised contracts in various economic sectors,
including the insurance industry, corporate
governance, human resource management within an
organisation, the formation of strategic alliances,
public-private partnerships, and the procurement of
public goods and services. When one party must
depend on the other’s actions, an agency
relationship develops. The agency relationship is a
legal arrangement whereby the principal (the party
hiring the agent) appoints the agent to carry out
particular activities on the principal’s behalf while
retaining decision-making authority (Chrisidu-
Budnik et al., 2017).

Therefore, the theory was crucial to the study since
it emphasises the need for the government
(Principal)to preferably hire SMEs (Agents) by
awarding them tenders and directly leading to their
growth.

Empirical Literature Review

Worldwide, public procurement plays a significant
role in the expansion of SMEs (Hamisi, 2011;
Kidalov and Snider, 2011). According to several
studies (e.g., Kazungu, Matto, and Massawe, 2017,
Kazungu and Panga, 2015, and Ngugi, 2012), SMEs
are a county’s primary drivers of growth and
economic development. The GDP of the County
benefits greatly from SMEs. Therefore, it is crucial
that the government foster an atmosphere that is
beneficial to SMEs’ capability and capacity, as well
as a competitive environment. When the operational
climate for SMEs is extremely favourable for
having access to public contracts, Peprah et al.
(2016) asserted in their study on SMEs’
accessibility to public procurement the contribution
to the economy is tremendous. The investigation did
discover, however, that SMEs do not receive the
favourable treatment outlined in the public
procurement laws. In Kenya, Kazungu and Panga
(2015) examined the significance of empowering
SMEs to take advantage of public procurement
possibilities.

According to Hansen et al. (2012), the failure of
60% of SMEs within their first five years of
operation is due to complicated regulatory
requirements and a lack of access to financing to
fund current operations and future expansion. In
order to encourage and accelerate SMEs’ growth,
Kazungu and Panga (2015) urged the proper
execution of public procurement legislation and a
framework for their promotion.

SMEs may have more trouble than large enterprises
competing in the public procurement marketplaces
(OECD 2018). SMEs may be prevented from
submitting bids for governmental contracts by
particular traits. SMEs could not be able to bear the
cost of protracted payment delays, meet bid security
criteria, have to have a certain amount of turnover
or experience, or have trouble getting financing for
the working capital they need to complete a contract
on time (Loader 2016; OECD 2018). Small and
medium-sized enterprises (SMEs) are likely to
experience more severe limitations on resources,
both financial and human, than large corporations,
which will have an impact on their ability to spend
money on the (opportunity) costs of attending to the
formalities involved in submitting bids for public
contracts.

To see how SMEs could benefit more from the £290
billion worth of bids, 200 SME firm directors were
polled by AM Bid regarding annual requests for
proposals from the UK public sector for products
and services. According to the government’s
intention, which was described in the green paper
from the previous year, this was done to raise the
percentage of spending with SMEs, transforming
Public Procurement. According to the study, the
difficulty SMEs reported having in satisfying the
requirements for obligatory qualification and the
general complexity of the procurement procedure
accounted for 44% of the barriers they highlighted.
Based on past failures, more than a third (34%)
claimed that the procedure was excessively
expensive.
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According to the poll, 70% of participants stated
they had previously submitted bids for work in the
public sector with varied degrees of success, with
45% frequently submitting winning bids. Only 4%
of these businesses employed an internal bid writer;
therefore, bids were created by business
development teams (41%), directors/senior
management (34%), or marketing teams (15
percent). However, one in ten respondents claimed
they had stopped submitting bids for public sector
contracts, and 21% stated they had never done so.
According to the study, “this means that overall,
31% of our surveyed SMEs are not even in the game
and missing out on potentially valuable contracts,
with the government aiming for around 30% of its
annual £290 billion expenditure to be with SMEs by
2022 that could transform their business and its
reputation.” Short deadlines and too-prescriptive
specifications that stifled creativity were both
mentioned by 41% of respondents, while the high
qualification level was cited by 55% of respondents
as their major annoyance.

Studies that are globally comparable include one by
Isaac Kazungu and Baraka. Israel (2019) conducted
a study on how public procurement might help small
and medium-sized businesses expand, using data
from Mbeya, Tanzania. At Oxford University,
Caroline Nicholas conducted more studies on the
involvement of SMEs in public procurement. Using
public procurement in Ghana as a springboard for
the expansion of small and medium-sized
businesses and overall national economic growth
was also a case study examined by Stephen et al.
Peter Obanda (2018) examined local small and
medium-sized  businesses and governmental
procurement in emerging nations like Kenya.

According to Mulae (2022), the challenges affecting
the Kenyan SMEs have also presented several
opportunities for devolution of the governance
structure, which prioritises flagship projects

beneficial to the development of SMEs. Other
existing initiatives that benefit SMEs include access
to Government Procurement Opportunities (AGPO)
and affirmative action funds targeting youth,
women and persons with disabilities. Kenya
continually offers SMEs Platforms for trade
exhibitions and trade fairs to promote market access
to a wider scope. The sector has further
opportunities available under the existing regional
trading blocs and trade agreements for expanded
markets (e.g., EAC, COMESA, AfCFTA and
AGOA\). The county enjoys political goodwill from
leaders who have fully supported the sector. Other
opportunities lie in product value addition, research
development, innovation, skills and technological
transfer. Adaptability is key in ensuring Kenya’s
small enterprises become globally competitive.
Embracing e-commerce and mobile financial
transactions is crucial for business growth. The
future of these businesses lies in investing in digital
transformation,  risk ~ management,  business
succession planning and embracing digital
technology to improve business efficiency for
market access (Mulae, 2022).

Conceptual Framework

The indicators of the public procurement preference
scheme are 30% preference, waiver of a bid bond,
local firms’ preference and ease of AGPO
registration. The dependent variable is the growth of
SMEs. The majority of businesses want to expand
in order to succeed; this expansion of an
organisation is never accidental nor spontaneous.
An organisation must produce an excess in order to
expand. There are elements that serve as pillars in
fostering the growth of SMEs. SMEs’ growth can
be measured or detected in terms of the number of
tenders awarded and the size of the firm. All of the
aforementioned factors are directly linked to
growth.
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Figure 1: Conceptual framework
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METHODOLOGY

This study employed the descriptive research design
to obtain information about the role of public
procurement in enhancing the growth of SMEs in
Nyamira County. The descriptive research design
enables one to obtain information concerning the
current situation and other phenomena and,
wherever possible, to draw valid conclusions from
the facts discussed (Creswell, 2008). The design
was chosen because it provided a means to
contextually interpret and understand the role of
public procurement and how it enhances the growth
of SMEs in Nyamira County. The targeted
population of the study were the SME managers or
their equivalent of the 35700 registered SMEs
(According to the Ministry of Trade, Nyamira
County). This is attributed to the fact that they are
directly involved with public procurement at their
respective organisations and, thus, the most
conversant with the study’s topic. A stratified
random sampling technique was employed. The
SMEs were grouped according to comparable
criteria as the foundation for stratification, and a
random sample was drawn from each stratum or
group. Small and medium-sized businesses were
categorised based on the industries to which they
belong (service, agriculture, wholesale, retail, ICT,
production and manufacturing industries). The
study population included 35700 registered and
licensed SMEs, from where a sample of 395
managers was arrived at by Yamane’s formula. The

e Sijze of the firm

confidence level was at 95%; hence the level of
significance was at 0.05.

N

n=——
1+Ne?

Where n = sample size, N= Population size, e= level
of significance,

35700

1+35700(0.05)2 395

Therefore, n =
The collected data were coded using the Statistical
Package for Social Sciences (SPSS), examined
using descriptive statistics, and presented using
frequency tables. Data collection was done using
self-administered questionnaires on a drop-and-pick
basis. Descriptive and inferential statistics were
used in the analysis of the results. Regression
analysis was used to assess the role of public
procurement preference schemes in enhancing the
growth of small and medium-sized enterprises in
Nyamira County. The regression analysis model
formula was as follows; Y = By + B1 X1 + X, +
B2X3 + B2X4e whereby: Y = SMEs Growth, 8, =
Constant of the model, X; =30% Preference, X, =
waiver of bid bonds, X; = Local firms, X, = AGPO
registration, §; = Coefficients for the determination
and € = Error term.

RESULTS AND DISCUSSION
Public Procurement Preference Scheme

The study investigated the role of the public
procurement preference scheme in enhancing the
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growth of small and medium-sized enterprises in
Nyamira County. The Likert scale rating ranged
from 1 to 5, where 1 represented strongly disagree,
2 represented disagree, 3 represented neutral, 4
represented agree, and 5 represented strongly agree.
The study respondents were required to indicate
their level of agreement or disagreement on each
item on the scale, and the results obtained are
presented in Table 1. Table 1 shows that the mean
scores obtained by the respondents on the scale
measuring procurement preference ranged from
2.42 to 3.33. 30% Preference had a mean of 3.31,
waiver of bid bond had a mean of 2.42, local firms

Table 1: Public procurement preference scheme

had a mean of 3.20, and AGPO registration had a
mean of 3.33. The findings presented above show
that most respondents obtained mean scores above
3, except for the waiver of the bid bond, indicating
that the majority of them were in agreement with the
statements on the scale. This clearly showed that
preference scheme has an effect on the growth of
SMEs, as supported by a study by Saastamoinen et
al. (2018), who revealed that there is a positive
effect between the growth of SMEs and public
procurement preference scheme as a role of public
procurement.

Preference scheme N Mean Std. Dev
30% Preference 321 3.31 1.17
Waiver of bid bond 321 2.42 .65
Local firms 321 3.20 1.23
AGPO registration 321 3.33 .89

Growth of SMEs

Table 2 shows that respondents agreed that in the
last two years, their businesses have successfully
increased (M=3.24, SD=1.13). They agreed that the
level of profitability for their business entities has
increased in the last two years as a result of
participating and accessing public procurement
opportunities (M=3.89, SD=1.17). Similarly, they
agreed that the number of tenders they have been
receiving in the last two years has increased as a
result of participating and accessing public

Table 2: Growth of SMEs

procurement opportunities (M=3.99, SD=1.21).
They as well agreed that the number of employees
increased as a result of participating and accessing
public  procurement opportunities (M=3.38,
SD=1.38). They agreed that the number of their
business branches increased as a result of
participating and accessing public procurement
opportunities. (M=4.11, SD=.84). This established
that the SMEs were able to grow by operating
efficiently and effectively, expanding their
operation and employing more employees through
participating in and accessing public procurement.

Public procurement training N  Mean SD
I consider my business successful increased in the last two years 321  3.24 1.13
Level of my business entity’s profitability increased in the last two years asthe 321  3.89 1.17
result of participating in and accessing public procurement opportunities
Number of tenders in the last two years increased as a result of participating 321  3.99 1.21
and accessing public procurement opportunities
Number of my employees increased as a result of participating and accessing 321  3.38 1.38
public procurement opportunities
Number of my business branches increased as a result of participating inand 321 4.11 .84

accessing public procurement opportunities
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Model Summary for Public Procurement
Preference Scheme on SMEs Growth

Table 3 showed that the correlation coefficient (R)
is .706, and this indicated that there was a strong
positive relationship between public procurement
preference schemes and SMEs growth. The adjusted
R? is .492, which suggests that approximately
49.2% of SMEs growth could be explained by the

public procurement preference scheme; the other
50.8% was attributed to factors not mentioned in
this study. The coefficient of determination (R?) is
498, which means that a 49.8% change in SME
growth is accounted for by the public procurement
preference scheme. This showed that the public
procurement preference scheme had a significantly
high influence on the growth of SMEs.

Table 3: Model Summary for public procurement preference scheme

Model R R Square

Adjusted R Square  Std. Error Estimate

1 0.706% 0.498

0.492 0.460

a. Predictors: (Constant), 30% Preference, waiver of a bid bond, local firm, AGPO registration

b. Dependent variable: SMEs growth

Table 4 indicates that there was a statistically
significant difference in the growth of SMEs. As a
result, the public procurement preference scheme
significantly statistically predicted the growth of
SMEs (Fus0) = 78.327, p=0.000). Due to the
significance value being too low, this proved that

the public procurement preference scheme indeed
has an impact on enhancing the growth of SMEs.
This was in line with Akoth’s (2017) finding that
preference in public procurement between
organisations and businesses aided in the expansion
of organisations.

Table 4: ANOVA test for public procurement preference scheme on SMEs growth

Sum of Squares Df Mean Square F Sig.
Regression 66.308 4 16.577 78.327 .000
Residual 66.878 316 212
Total 133.185 320

a. Dependent Variable: Performance (growth)

b. Predictors: (Constant), 30% Preference, waiver of bid bond, local firm, AGPO registration

Table 5 indicates that the p-values were (p=0.000,
0.000, 0.003 and 0.719) for 30% preference, waiver
of bid bond, local firms and AGPO registration,
respectively. This shows that the independent
variables (30% preference, waiver of bid bond and
local firms) contribute significantly to the model.
One of the independent variables (AGPO
registration) is statistically insignificant since the p-
value (0.719) is above 0.05. The regression model
is presented as follows; SMES growth = 2.661
+0.332 (30% preference) +0.099 (Waiver of bid
bond)- 0.128 (local firm)- 0.013 (AGPO
registration). The regression model has established
that SMEs growth will equal 2.661 when all four
independent variables are equal to zero. The

coefficient for the independent variable 30%
Preference is 0.332. This indicates that a one-unit
increase in 30% preference is associated with a
0.332 unit increase in the growth of SMEs, all other
variables being held constant. The coefficient for
the independent variable waiver of bid bond is
0.099. A one-unit increase in this waiver of bid bond
is associated with a 0.099 unit increase in the growth
of SMEs., all other variables being held constant.
The coefficient for the independent variable Local
firm is -0.128. This suggests that a one-unit increase
in local firms is associated with a 0.128 unit
decrease in the growth of SMEs, all other variables
being held constant. The coefficient for the
independent variable AGPO registration is -0.013.
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This indicates that a one-unit increase in AGPO
registration is associated with a 0.013 unit decrease

Table 5: Coefficients

in the growth of SMEs, all other variables being
held constant.

Model Unstandardised Standardised t Sig.
Coefficients Coefficients
B Std. Error Beta

1 (Constant) 2.661 197 13.512 .000
30% Preference 332 .025 .604 13.220 .000
Waiver of bid bond .099 .023 189 4.341 .000
Local firm preference -.128 .043 -.128 -2.947 .003
Easy AGPO registration  -.013 .035 -.017 -360 .719

a. Dependent Variable: Performance

Hypothesis Testing Hos Access to procurement opportunities

The hypothesis stated that,

Ho; 30% preference has no statistically significant
role in enhancing the growth of Small and medium-
sized enterprises in Nyamira County. The results of
multiple regressions revealed that 30% preference
has a p-value of 0.000. Since the p-value is less than
< 0.05, the null hypothesis was rejected. It was then
concluded that a 30% preference has a statistically
significant role in enhancing the growth of Small
and Medium Enterprises in Nyamira County.

Ho, Waiver of bid bond has no statistically
significant role in enhancing the growth of Small
and medium-sized enterprises in Nyamira County.
The results of multiple regressions revealed that
waiver of the bid bond has a p-value of 0.000. Since
the p-value is less than < 0.05, the null hypothesis
was rejected. It was then concluded that waiver of
bid bond has a statistically significant role in
enhancing the growth of Small and Medium
Enterprises in Nyamira County.

Hos Local firm has no statistically significant role
in enhancing the growth of Small and medium-sized
enterprises in Nyamira County. The results of
multiple regressions revealed that the local firm has
a p-value of 0.003. Since the p-value is less than <
0.05, the null hypothesis was rejected. It was then
concluded that local firm has a statistically
significant role in enhancing the growth of Small
and Medium Enterprises in Nyamira County.

registration has no statistically significant role in
enhancing the growth of small and medium-sized
enterprises. The results of multiple regressions
revealed that AGPO registration has a p-value of
0.719. Since the p-value is greater than < 0.05, the
null hypothesis was accepted. It was then concluded
that AGPO registration has no statistically
significant role in enhancing the growth of Small
and Medium Enterprises in Nyamira County.

SUMMARY, CONCLUSION AND
RECOMMENDATIONS

Summary

The objective of the study was to investigate the role
of the public procurement preference scheme in
enhancing the growth of SMEs in Nyamira County.
The respondents agreed that the SMEs benefit from
the 30% preference provision, that there is
empowerment as a local firm to participate in
tenders by the government, and there is ease
registration  to  government  procurement
opportunities (AGPO), with a means of 3.31, 3.20
and 3.33 respectively. However, they disagreed on
the waiver on bid bonds which had a mean of 2.42.
The model summary showed that approximately
49.2% of SMEs growth could be explained by the
public procurement preference scheme, and 49.8%
chance of SMEs growth is accounted for by the
public procurement preference scheme. The
regression analysis showed that SMEs growth
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would equal 2.661 when all four independent
variables were equal to zero. The study found 30%
preference, waiver of bid bond and a local firm to
be statistically significant, while AGPO registration
was found to be statistically insignificant.

Conclusion

The study concluded that there is enough evidence
to prove that there is a role of public procurement
preference scheme in enhancing the growth of
SMEs in Nyamira County as evidenced by p-values
of 0.000, 0.000 and 0.003 for 30% preference,
waiver on bid bond and local firm respectively.
Since the p values of these three independent
variables are < 0.05, the null hypothesis was
rejected for both. The null hypothesis was accepted
for AGPO registration where the p-value was above
0.05 (0.719). Clearly, the public procurement
preference scheme enhances the growth of SMEs
through 30% preference, local firms, and waiver on
bid bonds.

Recommendation

In order to ensure that SMEs are given the necessary
maximum preference in the public procurement
process, the study advises public procuring bodies
to adhere to the current legislative frameworks,
including the adoption of fairness and anti-
corruption procedures. The study also suggested
that it was necessary to assess the current
frameworks and policies for SME development and
promotion in order to spot any gaps impeding their
development and create an environment that would
allow them to take part in and access public
procurement opportunities. This will enable SMEs
to take advantage of opportunities in public
procurement for long-term development and
growth.

REFERENCES

Arockiasamy, A., Basheka, B. C., Bbaale, E.,
Davids, G. J., Dorasamy, N., Fagbadebo, O. M.,
& Teera, J. M. (2022). State-owned

enterprises in Africa and the economics of
public service delivery (p. 290). AOSIS.

Akoth, M. (2017). Effect of e-procurement on
service delivery among county Governments in
western Kenya (Doctoral dissertation, Maseno
University)

Beal Partyka, R. (2022). Supply chain management:
an integrative review from the agency theory
perspective. Revista de Gestao, 29(2), 175-198.

Chrisidu-Budnik, A., &Przedanska, J. (2017). The
agency theory approach to the public
procurement system. Wroclaw Review of Law,
Administration & Economics, 7(1), 154-165.

Davis, J., Batchelor, J. H., & Kreiser, P. (2019). The
influence of organisational task environment
and firm size on top-executive compensation
contracts. Journal of Small Business &
Entrepreneurship, 31(1), 21-42.

Delbufalo, E., & Delbufalo, E. (2018). Agency
theory and sustainability in global supply
chain (pp. 33-54). Springer International
Publishing.

Forman, J., Creswell, J. W., Damschroder, L.,
Kowalski, C. P., & Krein, S. L. (2008).
Qualitative research methods: key features and
insights gained from use in infection prevention
research. American  journal of infection
control, 36(10), 764-771.

Hamisi, S. (2011). Challenges and opportunities of
Tanzanian SMEs in adapting supply chain
management. African Journal of Business
Management, 5(4), pp.1266-1276.

Hansen, A., Kimeria, C., Ndirangu, B., Oshry, N.,
and Wendle J. (2012). Assessing Credit
Guarantee Schemes for SME Finance in Africa:
Evidence from Ghana, Kenya, South Africa and
Tanzania. AFD Working Paper no. 123.

Israel, B., & Kazungu, I. (2019). The role of public
procurement in enhancing growth of small and

287 | This work is licensed under a Creative Commons Attribution 4.0 International License.


http://creativecommons.org/licenses/by/4.0/

East African Journal of Business and Economics, VVolume 6, Issue 1, 2023
Article DOI: https://doi.org/10.37284/eajbe.6.1.1348

medium-sized-enterprises: from

Mbeya Tanzania.

experince

Jabbie, M., & Saffa, M. (2021). Functional
Performance: A Sustainable Approach to
Economic Optimality. In Industry, Innovation
and Infrastructure (pp. 380-391). Cham:
Springer International Publishing.

Johnson, F., Leenders, M. R., & Flynn, A. E.
(2021). Purchasing and supply management.
McGraw-Hill Companies, Inc.

Kazungu, I. and Panga, F. (2015). Empowering
small and medium enterprises (SMEs) to
harness public procurement opportunities.
International Journal of Economics, Commerce
and Management, 3(3), pp.112-131.

Kazungu, I., Matto, G., & Massawe, H. (2017).
Social Media and Performance of Micro
Enterprises in Moshi Tanzania, International
Journal of Academic Research in Business and
Social Sciences, 7(5), 144-157.

Kazungu, I., Ngugi, P. K., Rotich, G., and
Odhiambo, R. O. (2018). Dynamics of
Marketing Support Services and Performance
of Handicraft Exporting Micro and Small
Enterprises in Tanzania, International Journal
of Economics, Commerce and Management,
6(2), 54-78.

Kidalov, M. and Snider, K. (2011). US and
European Public Procurement Policies for
Small and medium-sized enterprises (SME): A
Comparative Perspective. International
Business and Politics, 13(4), pp.1-43

Kim, M. K., Narayanan, S., & Narasimhan, R.
(2020). Supply network architecture and its
contingent impact on innovation performance:
A field study. International Journal of
Production Economics, 224, 107551.

Kumar, L., Nadeem, F., Sloan, M., Restle-Steinert,
J., Deitch, M. J., Ali Nagvi, S., ... & Sassanelli,
C. (2022). Fostering green finance for

sustainable development: A focus on textile and
leather small medium enterprises in
Pakistan. Sustainability, 14(19), 11908.

Loader, K. (2017). Are public sector procurement
models and practices hindering small and
medium  suppliers?  Public Money &
Management, 31(4), 287-294.

Mulae Elizabeth, (2022). The Micro and Small
Medium Enterprises Development in Kenya
The Trade Law Centre. https://msea.go.ke/wp-
content/uploads/2021/07/MSEs-Policy.pdf

Munene S. M. (2018), Public Procurement and
Access to Government Procurement
Opportunities (AGPO) Policy; unpublished
Master’s thesis, University of Nairobi

Ng’ang’a, S. (2012). Strategic response by Kenya
Airways to challenges in the global business
arena (Doctoral dissertation, University of
Nairobi).

Ngugi, P. K. (2012). Challenges hindering
sustainability of small and medium family
enterprise after the exit of the founders in
Kenya. PhD thesis Jomo Kenyatta University of
Agriculture and Technology.

Obanda, P. W. (2011). Small and medium
enterprises (SMEs) and Public Procurement
Contracts in developing countries.

OECD (2018). “SMEs in public procurement:
Practices and strategies for shared benefits,”
OECD Public Governance Reviews,
https://www.oecd.org/publications/smes-in-
public-procurement-9789264307476-en.htm.

Peprah, A., Mensah, O., and Akosah., B. (2016).
Small and  medium-sized  enterprises
accessibility  to public procurement:
SMEsentity perspective in Ghana. European
Journal of Business and Social Sciences, 4(11),
pp.25 — 40.

288 | This work is licensed under a Creative Commons Attribution 4.0 International License.


http://creativecommons.org/licenses/by/4.0/

East African Journal of Business and Economics, VVolume 6, Issue 1, 2023
Article DOI: https://doi.org/10.37284/eajbe.6.1.1348

Ross, S. A. (2016). The economic theory of agency:
The principal’s problem. The American
economic review, 63(2), 134-139.

Saastamoinen, J., Reijonen, H., & Tammi, T.
(2018). Should SMEs pursue public
procurement to improve innovative
performance? Technovation, 69, 2-14.

Saxena, S. (2012). Value for Money: Theoretical
Framework and Practical Challenges in
Implementation.
[http://tscpl.com/wpcontent/uploads/2012/12/T
SCPL]. Site visited on 12/04/2018.

Sumba, G. K. (2015).Influence of the
implementation of access to government
procurement opportunities programme on
business growth in youth owned enterprises in
Murang’a south sub county, Kenya (Doctoral
dissertation, University of Nairobi).

World Bank, (2016). Procurement report in
investment project financing Goods, Works,
NonConsulting and Consulting Services.
Washington, DC: World Bank.

289 | This work is licensed under a Creative Commons Attribution 4.0 International License.


http://creativecommons.org/licenses/by/4.0/

