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ABSTRACT

Sweet potato global market is growing every year, presenting opportunities for export and for subsistence
farmers to improve their food security situation and boost income from the sales of surplus. However, for most of
the populations in the major production regions, this enterprise has given little impetus to the improvement in
their incomes. Thus this study sought to determine the influence of stock management on the financial
performance of sweet potato marketing cooperatives in Kenya. The study design was descriptive panel research
design. Secondary data was used for analysis. The target population was four sweet potato marketing
cooperatives with a total population of one thousand two hundred and forty five (1,245) sweet potato farmers
registered as at December, 2015 by the Commissioner of cooperatives in Kenya comprising of Homabay,
Bungoma, Busia and Siaya counties which also formed the study target units. Census sampling was used to select
sample of the population. Secondary data over the ten year-period covering 2006-2015 was obtained. Data was
collected using secondary data collection sheet and analyzed using multiple panel regression models. Limitations
faced during data collection included high illiteracy levels amongst cooperative members. This was controlled by
taking the officials through the facets of stock management to have them understand the concepts under
enquiry. The study findings showed that stock management had significant influence on return on investment, a
measure of financial performance of sweet potato marketing cooperatives in Kenya and tests for significance
also showed that the influence was statistically significant. The study therefore recommended that all sweet
potato marketing cooperative officials and members be trained on stock management aspects.
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INTRODUCTION
Agricultural enterprises have constantly played a vital
role in the socio-economic development of a
jurisdiction. The significant role they play in the
development of output, employment and economic
growth is being acknowledged universally (Beyene,
2002; Lukacs, 2005). Agriculture is a key sector in the
development of African economies, contributing a
significant portion to the national GDP and employing
over 75% of the population (Salami et al., 2010).
Agriculture development is the most critical sector for
most Sub-Sahara African countries owing to its
in food

significance security and employment

creation.

It is intriguing to note that the informal sector
contributes positively to eradication of poverty
through employment creation (United Nations
Development Programs [UNDP], 2007).
carried out on eliminating world poverty as reported

Research

in the White Paper on International Development of
2000 acknowledged farming enterprises as the main
source of new jobs and income for the poor especially
in the rural areas. Agricultural enterprises have
contributed considerably to growing GDP and
(2001)

enterprise

creating jobs for labourage people. Vu

summarizes agricultural small
contributions as follows: providing a large number of
diversified products, occupying 26 percent of GDP
and 30 percent of industrial outputs, creating jobs for
4.5 million people, mobilizing temporarily unused
resources such as land, capital, labour and
management skills to develop production, and

increasing export volume and lessening trade deficits.

According to GOK (2010) sweet potato production
increased by 89 percent between 2004 and 2009, a
scenario attributed to use of improved cultivars and
farming methods which have helped increase yield
per unit area (GOK, 2010 ; Kenyon et al., 2005). In the
recent past, there have been renewed efforts by the
government and other players in the agriculture
sector to promote production of traditional high

value crops of which sweet potato is among them.
For example, through the traditional high value crops
(THVC) program, the government distributes to
farmers improved planting materials for the crops as
one of the activities in efforts to promote their
production.

The average sweet potato yield in Kenya is about 10
tons/hectare (GOK, 2010) which is below the genetic
potential of 32-37 tons/hectare (FAO, 2008). The
average national per capita consumption of sweet
potato is about 25 kg/person/year and is highest
around Lake Victoria basin. Sweet potato (/jpomea
batata L.) is an important traditional crop that is
grown customarily by small-scale farmers mainly for
household consumption. (Carey et al., 2000; Ndolo et
al., 2001; Githunguri & Migwa, 2004). Research by
Nungo et al. (2007) on the development and
promotion of sweet potato products in western
Kenya revealed that sweet potato utilization has for a
long time been limited to boiling, roasting and
chewing raw.

Efficient
agriculture sector should answer questions on how

stock management practices in the
much should be ordered and when should it be
ordered. The questions relate to the problem of
determining the economic order quantity and the
problem can be answered by the analysis of the costs
of maintaining certain levels of inventory as there
are costs involved in holding too much stock and
there are also costs involved in holding too little,
hence the need to put in place an effective stock
management system to ensure reliable sales
forecasts to be used in stock ordering purposes

(Atrill, 2006).

Statement of the Problem

Sweet potato farming in Kenya is done in small scale,
thus the sector faces many challenges affecting
majority of SMEs in developing nations such as Kenya.
For instance, in a study conducted by Odondo et al.
(2014) it was observed that Profitability of sweet
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potatoes is affected by several factors which vary in
their magnitude of effects. The factors include:
Duration of experience in sweet potato farming,
market share of the farmer, labour intensity and total
operation costs. For instance, the lack of proper
planning due to insufficient market information is
partly evidenced by the high poverty levels in the
major sweet potato growing regions such as Kuria
and Rachuonyo, which have poverty levels of 79%
and 77% respectively (RoK, 2003; RoK, 2010). The
studies failed to show whether the farmers managed
their stock efficiently.

Besides, despite the high government of Kenya
support to the agriculture sector and specifically
sweet potato farming, much documented evidence
still report failure in the sector. According to USAID in
Andea (2012), sweet potato global market is growing
every year, presenting opportunities for export and
for subsistence farmers to improve their food security
situation and boost income from the sales of surplus.
It is therefore of great importance to determine what
the farmers or their advices are not doing right. For
example, it’s in this spirit that stock management is
viewed as a ‘value adding’ activity within any
organization and thus should be an integral part of
management decision (Chandra, 2003). Therefore,
this study evaluated the effect of stock management
on the performance of the sweet potato marketers in
Kenya.

Objectives of the Study

The main objective of the study was to analyze the
effect of working capital management on financial
performance of marketing cooperative societies in
Kenya. The specific objectives were to establish the
effect of stock management on financial performance
of marketing cooperative societies in Kenya.

Research Hypothesis

Ho: There is no significant effect of stock management
on financial performance of sweet potato marketing
co-operatives in Kenya.

LITERATURE REVIEW
Theoretical Framework

Stakeholder Theory

The theory suggests that all stakeholders have a right
to be
organizational activities impacted them, even if they

provided with information on how
choose not to use it (Deegan, 2000). According to
Guthrie et al. (2006) organizations will elect to
voluntarily disclose information about their human
resource, over and above mandatory requirements,
in order to meet real or perceived stakeholder
expectations. The various interest groups deemed to
have an interest in controlling certain aspects of an
organization can be efficiently communicated with via
the annual reports. Also, companies will voluntarily
disclose information such as agricultural performance
to meet the demands of stakeholders who have
power to control

resources required by the

organization.

The disclosure of information on agricultural
performance is vital and therefore analysts have
developed analytical tools to value a company
performance beyond financial results, taking into
consideration factors like leadership, human
resources, and specialized workforce. In addition,
many companies, to reduce the amount of analysts
and  market disclose

speculation,  voluntarily

information about their strategy, management
objectives, and key success factors in supplements to
their financial reports. According to Turan et al
(2011)

practices and accounting for intellectual capital,

without reporting financial management

financial reports and statements are far from
accurate in communicating the real value of the
enterprise and its future Agricultural performance
potential. Since implicit contracts can be breached at
any time, Telser (1980) argues that they become self-
enforcing when the present value of a firm's gains
from maintaining its reputation and, therefore, future
terms of trade are greater than the loss if the firm
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reneges on its implied contracts. Stakeholder theory
was applicable in this study in determining how stock
management affects financial performance of sweet
potato business in Kenya.

Conceptual Framework

Stock management Financial
Stock holding period .| Performance
"| Return on
investment
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Independent variables Dependent variable
Figure 1: Conceptual Framework

Source: Author (2019)

Financial Performance

According to Jennings (1993) a ratio is simply one
number expressed in terms of another number to
show the relationship between the two numbers and
also the important relationship between items in the
trading account and in the profit and loss account,
between items in trading account and in the balance
sheet and between items in the profit and loss
account and in the balance sheet. Ratios are simply
relationships between two financial balances or
financial calculations which establish our references
so that we can understand how well an entity is
Okoye (2000)
disclosed that financial ratios are tools used in the

performing financially. Similarly,
inter-firm comparison, the aim of which is to improve
return on investment by identifying weakness in the
production process through comparison with other
firms in the same industry and finding ways of
improving earnings.

Saliha & Abdessatar (2011) affirmed that ratios are
simply relationships between two financial balances
which

references so that we can understand how well an

or financial calculations establish  our
entity is performing financially. Ratios also extend the
traditional way of measuring financial performance;

i.e. by relying on financial statements.

Stock management

Inventories refer to the quantity of stock held in a
Rushton et al. (2010) defined inventory
management as the policies and procedures which

business.

systematically determine and regulate which things
are kept in stock and what quantities of them are
stocked. For each item stocked decisions are needed
as to the size of the requirement, the time at which
further supplies should be ordered and the quantity
which should be ordered. Similarly, Baily et al. (2008)
opined that decisions regarding the amount of stock
that a firm should hold and its location within a
company’s logistics network are crucial in order to

meet  customer  service requirements  and
expectations.
According to Kumar & Suresh (2008) stock

management ensures that the financial investment is
minimal. They further create a linkage between
efficient utilization  of

working capital and

minimization of cost due to deterioration,
obsolescence, damage and pilferage of inventory.
Kumar & Suresh (2008) further assert that effective
control on inventory is a must for smooth and
efficient running of the production cycle with least
interruptions warranted by varying intervals between
receiving the purchased parts and transforming them
into final products. They further argue that inventory
control would ensure adequate supply of products to
customers, avoid shortages and ensure timely action
for replenishment. They concluded that inventory
control promotes economy in purchasing.

Stock control systems have been of concern for many
years to business firms worldwide. The systems play a
crucial role in enhancing effectiveness and efficiency
in handling stock of business firms.

METHODOLOGY

Research design is the blue print for the collection,
measurement, analysis of data and a plan to obtain
answers to research questions (Coopers & Schindler,
2006). The study used panel descriptive research
design. Panel descriptive research design applied on

The Strategic Journal of Business & Change Management. ISSN 2312-9492 (Online) 2414-8970 (Print). www.strategicjournals.com




Page: 49

secondary data involved collecting and analyzing data
from cooperative societies over a period of ten years
(2006-2015) where it was constituted and analyzed in
form of panels. This research design is suitable in
where both the
longitudinal characteristics of the units being studied

studies cross-sectional and

are required (Gujarati, 2003).

This study focused on sweet potato enterprises
registered as marketing cooperative societies by the
commissioner of cooperatives in Kenya as at 31°*
December 2015. The study targeted farmers who
were members of the four (4) sweet potato
marketing cooperatives with a total population of

1,245 sweet potato farmers (MOA, 2015).

The criteria adopted in selection of the sample for
this study was that the sweet potato marketing
cooperative must be registered with the
commissioner of cooperatives as at December 2015.
Multistage and purposive sampling was used. A
sample is a representative of total population
nominated for analysis (Kothari, 2004; Bryman & Bell,
2003). Gall et al. (2008) define a sample as a carefully
selected subgroup that represents the whole
population in terms of characteristics. Orodho (2003)
notes that sampling is a procedure of selecting a
representative of a population on which research can
be conducted and inferential conclusion from the
study can be applied in general terms to the entire
population. Gall et al. (2008) define sampling as a
process of selecting a number of individuals in such a
way that they represent the large group. All the four
marketing cooperatives in the western region in
Kenya were sampled.

Secondary data was obtained from the review of
audited financial statements of the cooperative
societies over the 10-year period from 2006 to 2015
(both years inclusive). The data collected aided in
computation of inventory holding period as measures
of stock management as well as return on investment

as the financial performance indicator. Therefore,

sweet potato marketing cooperatives’ audited

financial statements were reviewed.

Linear regression analysis was used to test the
influence of predictor variables on the predicted
variable as prescribed by various Scholars (Kline,
1998; Faraway, 2002 & Cohen et al., 2003). Castillo
(2009) observed that the use of ordinary Least
Squares Regression is preferred due to its ability to
show whether there is a positive or a negative
relationship between independent and dependent
variables. In addition, Cohen et al. (2003) further
emphasized that OLS is useful in showing linear
elasticity/sensitivity between independent and
dependent variables. For instance, the current study
sought to investigate the percentage by which
responses on performance increases or decreases
when responses on stock management change by 1
percent.

Secondary data collected on inventory holding period
from the audited financial statements of the four
cooperative societies during the period 2006-2015
was analyzed using Panel Multiple Regression analysis
to test the statistical relationships and significance of
stock management on the dependent variable
(financial performance as measured by return on
investment). A panel data set is one that follows a
given sample of individuals over time and thus
provides multiple observations of each individual in
the sample. The choice of panel regression was
informed by and in line with Baltagi et al. ( 2005) who
observed that Panel data enables the researcher to
control for unobserved heterogeneity, and secondly
since panel data have both cross-sectional and time
series dimensions, it provides the researcher with
sufficient data points to reduce the likelihood of
biasness in the parameter estimators.

The general pooled regression model is specified by:
Yit = B1 + B2X2it + + Uit

Where;

Y. is the predicted, X, is the vector of predictor
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variables, B, is the coefficient of the predictor
variable, i refers to the firm and t refers to the time.

FINDINGS AND DISCUSSION
Panel Regression Analysis

Stock management

The purpose of this analysis was to determine if there
exists a relationship between stock management and
financial performance of the sweet potato marketing
cooperatives in Kenya. The analysis involved use of

linear regression method. The choice of the tool was
based on the fact that it was used by researchers like
Samiloglo and Demirgilines (2008) who conducted a
study to examine the relationship between working
capital management and profitability on a sample of
manufacturing firms listed in Istanbul stock exchange
for the period of 1998-2007.

For the analysis of this variable therefore, the
regression model was summarized in Table 1.

Table 1: Regression Coefficient —Stock management and ROI

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std.Error Beta
Constant 15.151 .923 16.412 .000
Stock .370 .037 .605 15.182 .000
management

Page: 50

Using the summary presented in Table 1, a linear
regression model of the form,

Y = a + BXi can be fitted as follows;
Y =15.151+0.370Xi

The results showed that 1%
management leads to 37.0 % variation in ROL.

change in stock
The results indicated that an improvement in policy

regarding stock management leads to an
improvement of performance of the sweet potato
marketers. The study findings corroborate with a
study by Nyabwanga et al. (2012) on “Effects of
Working Capital Management Practices on the
financial performance of SMEs in Kisii District Kenya”
where they averred that majority of the small scale
often prepared stock budgets and
their They that
preparation of stock budgets and review of stock

Table 2: ANOVA - Stock Management and ROI

enterprises

reviewed levels. concluded

levels are regularly carried out by SSEs’ owner/
managers, being in harmony with findings of Kwame
(2007) which averred that many small businesses
review their stock levels and prepare budgets. This is
further stressed by Lazaridis and Dimitrios (2005)
that enhancing stock management enable businesses
to avoid tying up excess capital in idle stock at the
expense of profitable ventures.

From the findings of the study, it was inferred that
the institution of efficient and effective policies
enhances the financial performance just as stressed
by Lazaridis and Dimitrios (2005) that enhancing the
management of stock level enables business to avoid
tying up excess capital in idle stock at the expense of
profitable ventures.

Sum of Squares df Mean Square F Sig.
Regression 4369.339 1 5156.467 230.488 .000
Residual 48.267 298 16.9
Total 118.826 299
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The ANOVA test on Table 2 shows a significant F-
statistic of 230.488 at 0.00 level of significance since
the significance of the F-statistic is less than 0.05. This
implied that the model in use was significantly fit and
can be used to make predictions. As we reject the null
hypothesis HO: bO=b1=0 and take the alternative that
at least one coefficient of the model is greater than
zero. This implies that stock management as a
variable in this study cannot be ignored when
explaining the factors that have an influence on ROI.
Stock management is therefore a significant variable
that must be taken into account when studying
performance of sweet potato farmers. The findings
agree with Kumar & Suresh (2008) who opined that
the financial

stock management ensures that

Table 3: Model Summary-Stock management and ROI

investment is minimal. They further create a linkage
between efficient utilization of working capital and
minimization of cost due to deterioration,
obsolescence, damage and pilferage of inventory.
Kumar & Suresh (2008) further assert that effective
control on inventory is a must for smooth and
efficient running of the production cycle with least
interruptions warranted by varying intervals between
receiving the purchased parts and transforming them
into final products. They further argue that inventory
control would ensure adequate supply of products to
customers, avoid shortages and ensure timely action
for replenishment. They concluded that inventory
control promotes economy in purchasing.

R R Square

Adjusted R Square

Std. Error of the Estimate

.605 .366

.364 4.35396

The result of the model summary in table 3 shows a
coefficient of determination -R*=0.366 indicating that
the change in ROI of the marketers can be explained
significantly upto 36.6% by the stock management.
On the other hand, the value of r which is 0.605 is an
indication that there is a positive linear relationship
between stock management and financial
performance of sweet potato marketing cooperatives
in  Kenya, corroborating research findings by
Nyabwanga & Ojera (2012) that too much stoking
consumes physical space, creates a financial burden,
and increases the possibility of damage, spoilage and
loss. The studies however did not survey the effects

of stock management on performance.

The results indicated in Table 3 show an analysis of
the regression results without moderator. In addition,
the Wald statistic for both equations is statistically
significant, indicating that the variables used are
jointly statistically significant. The results also
indicated that all the variables have significant effect
on ROI.

Hypothesis Testing Results

The analysis results show that stock management has
significant effect on financial performance of sweet
potato marketing cooperatives at 5% level. This is
evidenced by the p-values corresponding to the
coefficients of stock management variable (p=0.0100,
p=0.0100 and p=0.0000). This finding led the study to
reject the stated null hypothesis with 95% confidence
level. By rejecting the null hypothesis, the study
accepted the alternative hypothesis that stock
management has significant effect on financial
performance of sweet potato marketing cooperative
societies in Kenya.

SUMMARY

The objective sought to establish the influence of
stock management on the performance of sweet
potato marketing cooperatives in Kenya. Findings on
the influence of stock management on ROI showed
that variations in returns on amounts invested can be
explained by stock management. This finding is
further supported by the regression result which
showed that stock management have a statistically
significant influence on the performance of sweet
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potato marketers in Kenya and therefore the
alternate hypothesis was accepted. This meant that
stock management has a positive influence on
performance of sweet potato farmers in Kenya.
Sweet potato marketing cooperatives in Kenya ensure
stock levels are monitored to avoid excesses that
would lead to losses due to the perishability nature of
the produce and at the same time, enough stock

levels to avoid failure to meet market demand.

CONCLUSION

Based on the study findings, it was concluded that
stock management affect performance of sweet
potato farmers in Kenya positively. The adoption of
the stock management by the sweet potato farmers
has a high potential of improving performance and
hence better returns to the farmers. The formation of
cooperative societies has made the adoption rate to
be high among the cooperative society officials
though farmers need to be sensitized more on the
need to adopt fully the management of stock. Sweet
potato farming has continued to perform well even
when production of other crops has declined over the
years. This can be explained by the adoption of
management of stock which has enabled
cooperatives to realize enhanced returns for its
members as compared to traditional means of selling

at the farm gate prices to middle men.

It should also be noted that the performance of sweet
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