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Session 1: Small Enterprise Development Paradigm shifts  
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By the end of this session, group members will be able to distinguish 
between a social approach and a business approach and relate the 
current thinking and practices of Micro and Small Enterprises in poverty 
alleviation among the youths.  
 
 Brainstorm on the pro and cons of the social approach and business 
approach.  
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 
 
Discuss the significance of   small business development in communities’ 
challenges) 
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 
 
Brainstorming on how small business ideas generated:  
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 
 
 What are the business opportunities available in the communities? 
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 
Discuss the sources of capital for starting a small business in 
communities 
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………... 
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Session 2: Entrepreneurship and Small Business Management  

By the end of the session the members will be able to understand what 
entrepreneurship is and how we can make better entrepreneurs. 
 
Statistics have it that 80% of businesses fail within their firs five years of 
operation. After an extensive study, Dun and Bradstreet found that 
businesses fail because of the following reasons; 

§ 46% -Incompetence: Lack of planning, poor pricing, no knowledge 
of financing. 

§ 30%-No management experience: poor marketing, expansion too 
rapid. 

§ 11%-No product experience: carry the wrong inventory, no 
knowledge of product 

§ 12%-Unknown 
§ 1%-Neglect, fraud, disaster. 

These findings make one thing astonishingly clear: businesses do not fail 
because they have bad products (11%), they fail because the 
management team does not have the necessary skills, knowledge or 
information to run a money making enterprise (76%).  
 
Who is an entrepreneur? 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
 
What are the characteristics of an entrepreneur? 
................................................................................................................
................................................................................................................
................................................................................................................ 
 
One successful business owner once claimed that, “an entrepreneur is 
anyone who wants to experience the deep, dark canyons of uncertainty 
and ambiguity and wants to walk the highland of success” 
 
Entrepreneurship is a rough road but…. the reward both tangible and 
intangible are worth the risk if one has what it takes.  

 
Generally, people who start their own businesses can be grouped into two 
broad categories. The first group consists of people who know exactly 
what they want to do and are merely looking for the opportunity or 
resources to do it. Usually, these people have already developed many of 
the skills necessary to succeed in their chosen field.  



 

 
YOUTH INITIATIVE KENYA 
www.youthinitiativeskenya.org 

4 

They are also likely to be familiar with industry customs and practices, 
which can help during the start up phase of a new business.  
The second group consists of people who want to start their own 
business, but don't have any real definite ideas about what they'd like to 
do. While these people have developed skills in the course of their 
employment or education, they may not be interested in opening a 
business in the same field of endeavor. How you proceed will depend, in 
large part, on which group you're in. 

Finding the right Business. 
 
How do generate a right business idea 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
 
 Where do you get business opportunities? 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................  
 
Finding the right small business to meet your strengths, needs, and 
goals has two components; 
 
What kind of business should you start? Many people who want to start 
a small business have a pretty good idea of what type of business they 
want to own. But some only have a general idea, while others don't have 
any idea at all.  
 
Most of the books you can read on the subject of finding a small 
business will tell you that the best place to start is with matching of your 
skills and experiences to some business that requires those skills. For 
example, if you love to cook, they'll suggest you open a catering 
business or a restaurant. 
 
If you have a strong interest in something, think about the needs of other 
people who share your interests. Is there something you can provide? It 
may help to think in terms of goods and services. Most businesses 
involve a mixture of both, but this dichotomy can help narrow the focus. 
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Ultimately, considering doing something you love is a start, but it has to 
be further analyzed by examining the market potential, competition, 
resources required to enter the market, consumer/buyer demand, and 
uniqueness of the idea. 

 Work Smart, The best place to start in picking a small business is with 
consumers (including other businesses that may want your product or 
service). What do consumers or businesses want that's not being 
provided to them? Ultimately, whether you succeed will depend upon 
whether you are able to meet some unmet need in the market. 

Market Research Techniques 
 Where and how do you gather information relating to business 
opportunities? 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
If money is not an issue, you may want to contact a market research firm 
and ask them to analyze your community and find out for you where 
small business opportunities exist. If, like most of us, money is an issue, 
you'll have to gather the information yourself. 
 
A good place to start is with the mainstream press: your local newspaper, 
The Standard Newspaper, The Daily Nation, Marketing Journals, 
Academic Papers or any of the other business periodicals to which you 
have access. 
 
When you read them, look for trends that may be emerging, not just in 
business but also in our culture at large. To give you some idea of what 
you should be looking for, here are three examples of current trends and 
how you might parlay those trends into a small business. 
 
Group work: Looking at the following trends what potential 
business opportunities exists under them 
 
Trend #1: Increasingly, husband and wife are both wage earners 
........................................................................................................................
........................................................................................................................
........................................................................................................................ 
Trend #2: In an effort to cut costs, many businesses have laid off 
employees. 
........................................................................................................................
........................................................................................................................
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........................................................................................................................

........................................................................................................................ 
Trend #3: Computers are now everywhere 
........................................................................................................................
........................................................................................................................
........................................................................................................................
........................................................................................................................ 
Trend # 4: Top class earning CEOs approaching their 40s 
........................................................................................................................
........................................................................................................................
........................................................................................................................
........................................................................................................................ 
Trend # 5: Reinvention of religion and culture  
........................................................................................................................
........................................................................................................................
........................................................................................................................
....................................................................................................................... 
Notes:  
§ Trend #1: Increasingly, husband and wife are both wage earners. This 

means that many couples don't have the time or energy to perform 
tasks that were most commonly performed by the wife. How can you 
fill in the gap? Some business ideas are: child care provider, grocery 
delivery service, house-cleaning service, interior decorator, dog 
walking service, household manager, and gift purchase and delivery 
service. 

§ Trend #2: In an effort to cut costs, many businesses have laid off 
employees. This means that businesses are increasingly looking 
outside of the business to perform tasks previously performed in-
house. In business-speak, it's called outsourcing. Ask yourself: which 
tasks are businesses most commonly outsourcing? Some business 
ideas are: errand running services, legal and paralegal services, billing 
and other human resources-related services, public relations services, 
and meeting planning. 

§ Trend #3: Computers are now everywhere. Many businesses, 
however, lack the in-house expertise they need to take full advantage 
of the emerging technologies. How can you meet the need? Some 
business ideas are: Web site developer, graphics designer, desktop 
publisher, and database consultant, virus cleaning, computer repair, 
etc. 

§ Trend # 4: Top class earning CEOs approaching their 40s - this group 
has the largest amount of disposable income in Kenya! They're driving 
growth in many areas, including services, recreation, and general 
retailing. Consider what that means for opportunities in travel, 
recreation, vacations, entertainment, food, and clothing.   
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§ Trend # 5: Reinvention of religion - as people continues to cast off 
traditional beliefs and services, others return to them even more 
vigorously. Consider what that means for opportunities in books, 
tapes, and online services, cultural knights.  

 
 
For Example, Njuguna was a member of a large garbage collection group 
in Huruma estate in Nairobi. Their core duty was collection of garbage.  
 
Njuguna did a little research and found that there weren't any other 
groups who were specializing in recycling of garbage. He also found out 
that the City Council was planning to close down their dumping site. 
Njuguna and his group decided to do the recycling of the garbage that 
was being dumped. 

 
 To develop a niche, you should be looking for anomalies in the market. 
An anomaly, in marketing terms, is an unmet need whose time has come 
to be filled. To support a profitable business, the need must be fairly 
widespread or growing rapidly. 
 
Where are today's anomalies? Perhaps one lies hidden in the social and 
business trends now underway. For example, a lot of middle class 
earning individuals working in the City Center would like hot, delivered, 
home-cooked meals that vary each day. But no one believes that it's 
possible. 

Matching Skills to Businesses 
 
Presumably, at this point, you've already identified some need in the 
market that's not being met. If so, you're ready to match your skills with 
those unmet needs. If not, you may want to review our discussion of the 
right small business for you. 
 
You should begin by listing what you enjoy doing, what your hobbies are, 
which skills you've acquired, what your work experiences have been, and 
what your goals are for the business. 
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Practicing Exercise. 

Business Selection Checklist 
The following chart is designed to help you choose the business that’s 
right for you.   
 
 
Business 
idea 

Your 
knowledge 

Your 
experience 

Your 
skills 

Ease of 
entry 

Uniquene
ss 

Total 

 
 

      

 
 

      

 
 

      

 
 

      

 
 

      

 
 

      

 
 

      

 
 

      

       
 
 
To fill it out, follow these three steps: 
 
(1) In the far left-hand column, list the business ideas you’re considering 
by order of interest.  So, in the top left-hand blank space, put the idea 
you think you’re most interested in.  Underneath it put the next idea and 
so forth until you’ve listed all of your possible ideas down the left side of 
the chart. 
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(2) Now take each idea and rate it on a scale of 0-3 in each of the areas 
listed.  Use the following rating system: 0-none, 1-below average, 2-
average, and 3-above average. 
 
Here’s a look at each of the categories and some of the things you should 
consider when rating them: 
 
 
§ Your knowledge of the business.  How much do you know about the 

area?  Will you have to spend extra time and money teaching 
yourselves the business?  Will you have to hire an expatriate because 
you don’t know the business well enough? 

 
Rating: 0-no knowledge of the business; 1-some indirect knowledge of the 
business; 2-limited knowledge; 3-working knowledge. 
 
§ Your experience in the field.  In some cases, you may have a lot of 

knowledge about the subject, but not much experience.  Have you 
ever owned or worked in this type of business before?  To what extent 
is hands-on experience crucial to the business? 

 
Rating: 0-no experience; 1-indirect experience; 2-limited experience; 3-
familiar with the business. 
 
§ Your skills. Ignore, for now, those skills that might be common to 

each of your ideas, and try to concentrate on skills that are unique to 
that business.  To what extent do you possess those skills?  If you 
lack them, how difficult will it be to acquire them? 

Rating: 0-none; 1-limited skills; 2-some skills; 3-extensive skills. 
 
§ Ease of entry.  Think both of the costs of entering the business and 

of the competitive barriers that might exist.  For example, a service 
business that you can run yourselves might be relatively inexpensive 
to start, but if several others are already providing that service, entry 
in the field may be difficult. 

Rating: 0-crowded field, very difficult to enter; 1-limited entry available; 
2-mix of large and small competitors; 3-virtually unrestricted entry for 
any size business. 
 
§ Uniqueness. Uniqueness does not necessarily mean that literally no 

one else is providing the same product or service; it can mean that no 
one else is providing the product or service in the same way you 
intend to provide it, or it can mean that no one else is providing that 
product or service in your area.  You’re looking for some way to 
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distinguish your product or service from others who are already in 
business. 

Rating: 0-your product or service widely available; 1-a few to several 
others offering your product or service; 2-only one or two others; 3-no 
others providing your product or service. 
 
(3) Now total up the numbers.  Here are some tips for making sense of 
the numbers and for narrowing your list of business possibilities: 
• eliminate any of your ideas that scored less than a total of 10 
• eliminate any idea that did not score at least a 2 in every category 
• eliminate any idea that did not score at least a 3 in the uniqueness 

category 
 
How many ideas are left?  If the answer is “none,” then you need to use 
the list to identify where you need to improve and you need to develop a 
strategy for raising the “1’s” to “2’s” or “3’s.”  If the answer is “more than 
one,” you have a pleasant dilemma: a choice of which business to start.  
If the answer is “one,” you may have just found the business that’s 
perfect for you. 
 

Although making this list might seem at first to be a little 
simplistic, you'll be surprised how much being forced to write down your 
ideas will help you crystallize what it is you want from a small business. 

Compare the list you've just made with your list of what the 
market wants. Do any obvious matches leap out at you? If not, don't give 
up, 

 
Here are some more tips and suggestions for choosing a new 
business: 
§ If you don't have a lot of money to start with, look for a business 

where you get paid up front and you don't have a lot of startup costs.  
 
For Example, Suppose you love recording music. If you open a recording 
studio, you'll have to rent hall space, purchase inventory for the studio, 
and probably extend credit to musicians to record first the pay after 
selling their albums. That'll cost you a lot up front, and you won't see 
any money coming in until your customers pay you. 
 
If, on the other hand, you hire yourself out as shooters, you can probably 
operate from home, and you should get paid at the time of the shoot. 
§ Look for businesses where you will have a lot of repeat customers or 

where people will need to keep buying supplies from you.  
§ Avoid seasonal businesses (if, however, you're willing and able to ride 

out the slow months, these businesses - such as farm produce, 
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Christmas-related stores and services, and anything to do with 
schools and colleges - can provide you with a lot of time off).  

§ Avoid competing with discounters or with well-established businesses, 
since it will be just about impossible to compete with their prices. 
Instead, you'll have to compete in service.  

§ Service businesses are the easiest and cheapest to start because you 
don't have to buy a lot of equipment and you might not need any 
employees, at least at first (although if your goal is to someday sell the 
business and retire, you should be aware that these businesses are 
also often the hardest to sell because the primary asset is often you).  

  Common Mistakes in Choosing Businesses. 
 
 Discuss in group the mistake made by people as they choose businesses 

........................................................................................................................

........................................................................................................................

........................................................................................................................

....................................................................................................................... 
 

Although there are many reasons why small businesses fail, one of the 
most common is in choosing a small business. A lot of people simply 
make the wrong choice. To help you avoid that error, here's a look at 
three of the top reasons why wrong choices are made. 

Error #1: Converting a hobby or interest into a small business without 
first finding out if there is sufficient demand for the product or service to 
be provided. 
Error #2: Starting the business without adequate planning. Your 
success is not guaranteed just because you've found a market 
opportunity that also takes advantage of your skills and experience. 
There are many other considerations. For example, you still have to 
figure out if you can raise enough money to get started and whether you 
can withstand periods in which little or no revenue is coming in. 
Error #3: Resisting the urge to ask for help. Since you're attending this 
training, you may have already avoided this pitfall. A lot of people, 
however, are reluctant to ask others for advice in choosing a business, 
either because they're too proud or because they don't know that help is 
available. Help is out there, and, if you shop wisely, it won't cost you an 
arm and leg to get it. 
§ Talk to others who operate the same or similar businesses. You may 

be surprised about how many small business owners will be willing to 
share their insights with you. Provided that you're not asking for trade 
secrets - and especially if you won't be a direct competitor - you may 
pick up some valuable information.  
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§ Work for someone else for a while. A time-honored way of learning a 
business is to work in a similar business as an employee. Not only 
will you be getting on-the-job training, but also you'll be getting a 
paycheck, and will be avoiding overhead expenses. When scouting out 
potential "employer-trainers," it's best to look for one that is 
successful and well run. Even though you may be able to learn as 
much about your particular business from a poorly run, inefficient, 
business - the idea being, "see their mistakes, and don't repeat them" 
- this can be frustrating and time consuming. Although there may be 
a few different ways to do any job successfully, there are probably a 
thousand ways to mess it up! You need not learn all of these "don'ts" 
in order to figure out the "do's."  

Market Assessment 
 What is market assessment?  
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................
................................................................... 
Identify a business idea (product and service) and assess it market  
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................
.................................................................... 
 
Who are your customers and your target buyer? 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
Analyzing the Market Environment 

Conceptually, all of marketing is based on the idea that you must 
thoroughly know the environment in which your business operates in 
order to successfully promote and sell your product or service. 

You may have developed a unique business idea, but why do you believe 
your idea will be successful? Is it based upon discussion of the idea or 
presentation of a prototype product or plan to friends and associates? If 
your business has been operating for a while, you've probably thought 
about branching out with new product lines, side businesses, or 
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additional locations. How can you be sure the odds are with you as you 
pursue new directions? 

Ultimately, your idea must fulfill a need for your buyers and must do so 
in a way that's somehow superior to the competition, however you define 
it. If you want to be sure that your idea will do these two crucial things, 
you need to know as much as you can about the following: 

• Your competitors  
• Your target buyers 
• The marketing environment 
• Future market growth 

 

1. Your Competitors 

The information age has increased the number of opportunities for new 
businesses and products and has tremendously increased the speed at 
which new products are developed and introduced into the marketplace. 
As a result, the information age has also increased the need for 
businesses to be thoroughly familiar with their competitors. 

In order to compete effectively, you need to know: 

• Who are your competitors?  
• What are your competitors' strengths and weaknesses?  
• What are your competitors planning to do next?  
• What are your competitors' spending trends?  

Who Are Your Competitors? 

………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 

Examining Customers' Needs. 

Small businesses are often discouraged about product development 
because of the perceived difficulty, time, and expense ("...only really big 
businesses can afford to do it!"). Sometimes it is as easy as: 
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• Staying close to your customers: for example, how often do you ask 
them what they want/need that they are not getting from anyone?  

• Staying close to the ultimate product user: how often do you talk 
with the end users of your product, if they are not the same people 
who actually buy your product?  

• Staying close to your sales force, if you have one: when was the last 
time you asked anyone in sales if they have seen anything that is 
better or that they like better?  

• Staying close to your suppliers: suppliers are often the closest to 
the latest technology, materials, ingredients, international advances, 
and competitive improvements.  

 
 
 
 
 
Notes  

Do you know precisely who your customers are? You may know many of 
them by name, but do you really know what type of people or businesses 
they are? For example, if you sell to consumers, do you have 
demographic information (e.g., what are their average income ranges, 
education, typical occupations, geographic location, family makeup, etc.) 
that identifies your target buyer? 

What about lifestyle information (e.g., hobbies, interests, 
recreational/entertainment activities etc.) on your target buyer? 

When you conduct research, you'll want to find out the following: 
1. Who are your likely customers? Will they affect where you need to be 
(for example, if students are your customers, you may need to be near 
schools)?  
2. How can you reach your customers? Which marketing options will 
reach the most customers at the lowest cost?  
3. How much will they pay for your product or service? Are you planning 
to charge too much for your product or service? Are you planning to 
charge too little?  
4. Who are your competitors? Have you also considered those who aren't 
direct competitors but who might nevertheless compete against you (for 
example, if you sell an online magazine, you're competing not just 
against other online magazines but against other products that occupy 
someone's leisure time)?  
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5. How will you be positioned in the marketplace? Will you compete with 
existing businesses head on or will you try to find a special niche?  
 
Profitability Assessment. 
 
One of the most common reasons small businesses fail is that the 
owners underestimate how much money they will need to start the 
business. It always seems to cost more than they thought.  
 

The lesson to be learned from the many small business failures is that 
you need to be extremely careful when determining how much money 
you need to start your new business. Don't fall into the "rosy forecast" 
trap in which the new owner over-optimistically predicts robust sales in 
the first year and, as a result, doesn't have enough money on hand when 
the cash flow dries up. 

When you estimate how much you'll need, either build in some cushion 
by padding the numbers or go back and change your estimates every 
time something costs more than you thought. 

 
For a complete picture of how you can determine what it will cost you to 
start a new business, consider the following: 

1. Costs of setting up the business— a look at the costs associated with 
forming the new business, including a complete rundown of everything 
you need to consider before you start your business.  

2.Costs of running the business— a look at the costs associated with 
operating the business, including some advice on how to estimate how 
much you'll need to keep your business going.  

3. Cash flow peaks and valleys— a look at the costs associated with 
uneven cash flows and seasonal businesses and how to plan for them.  
4. Wearing the parachute— a look at some ways to limit your costs, and 
to cushion your fall if things don't go as well as expected.  
  

Costs of setting up the Business 
 
Discuss costs associated with setting up small business. 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
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This is where we help you get down to figuring out how much it will cost 
you to open your doors for business on day one. 
 
Your start up costs can be broken down into the following 
categories: 
 
1. Planning your advertising and marketing— the cost of getting your 
product or service known in the marketplace  
2. Hiring employees— the cost of hiring people to perform necessary 
tasks for businesses that require it  
3. Planning the physical space— the cost of setting up your office, store, 
or other location  
4. Miscellaneous costs— a look at those costs that any business will 
incur but that are often ignored or forgotten  

. 
 
 
 
 
 
 
Session 3:  Financial Management  
 
By the end of this session the trainees will be able to explain and manage 
their finances well. 
 
 What is financial management? 
................................................................................................................
................................................................................................................
................................................................................................................ 
 
 Notes : Financial a management involves the setting up of systems and 
checks for receiving, storage and disbursement of financial resources, by 
an organisation. These systems and internal controls are a very 
important part of the financial management process in that they provide 
safeguards in the form of; 

§ Structures 
§ Processes, and  
§ Procedures to minimize the loss of assets or adverse exposure 

In setting up the financial management systems, the organisation should 
ensure, at a minimum, that; 

§ There are written/formal procedures for paying out, and receiving 
financial resources for example, preparing billings lists, invoicing 
procedure for all payables 
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§ There are there written/formal policies and procedures for 
accepting payments from clients 

§ each day’s transactions are deposited in the bank, intact and 
without delay 

§ the mode in which the resources are received or paid is explicitly 
indicated in the transaction documents 

§ an official receipt is received/given for every transaction 
§ duplicates of the documents of the transaction are retained for 

records 
§ daily records are maintained of all receivables and payables 

transacted 
§ the financial controls and systems should permeate the entire 

organisation and  not exceed the benefits derived from the 
controls. 

Additionally, accounting control procedures should be in place.  Ensure 
all transactions are: 
§ Recorded 
§ Real 
§ Properly valued 
§ Timely recorded 
§ Classified 
§ Summarised 
§ Posted 
Youth groups come in many shapes, sizes and reasons for existence.  In 
spite of this diversity, financial management is a necessity. In the 
absence of the establishment of systems and procedures to make sure 
that the financial resources of an organization are being properly 
handled; 

§ The organisation’s assets will be put at risk of theft, fraud or 
abuse; 

§ Funds may not be spent in accordance with the group’s objectives 
or donors’ wishes; and 

§ The competence and integrity of the officials, in utilizing the 
organisation’s financial resources cannot be assessed. 

 
Explain in groups the principles for good financial management  

• Accountability  
• Transparency 
• Viability  
• Integrity 
• Stewardship  
• Consistency 
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................................................................................................................

................................................................................................................

................................................................................................................

................................................................................................................ 
Notes; 
Financial management is attained through clear and prudent Financial 
Systems and Procedures which should characterise the following 
principles; 

1. Accountability 
The organization must explain how it has used its resources and 
what it has achieved as a result to all stakeholders, including 
beneficiaries. All stakeholders have the right to know how their 
funds and authority have been used.  

2. Transparency 
The organization must be open about its work, making information 
about its activities and plans available to relevant stakeholders. 
This includes preparing accurate, complete and timely financial 
reports and making them accessible to stakeholders, including 
beneficiaries. If an organization is not transparent, then it may give 
the impression of having something to hide. 
 

3. Viability 
To be financially viable, an organization’s expenditure must be 
kept in balance with incoming funds, both at the operational and 
the strategic levels. Viability is a measure of the organization’s 
financial continuity and security.  

4. Integrity 
On a personal level, individuals in the organization must operate 
with honesty and propriety. For example, officials will lead by 
example in following policy and procedures and declare any 
personal interests that might conflict with their official duties. The 
integrity of financial records and reports is dependent on accuracy 
and completeness of financial records. 

5. Stewardship 
An organization must take good care of the financial resources it is 
entrusted with and make sure that they are used for the purpose 
intended – this is known as financial stewardship. The officials 
have overall responsibility for this.  

6. Consistency 
The financial policies and systems of a group must be consistent 
over time. This promotes efficient operations and transparency, 
especially in financial reporting. This does not mean that systems 
may not be refined to cope with a changing organization. 
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Inconsistent approaches to financial management could be a sign 
that the financial situation is being manipulated. 

Any functioning and prudent financial management system will 
incorporate the following components; 

§ Accounting Records 
§ Every organisation must keep an accurate record of financial 

transactions that take place to show how funds have been used. 
Accounting records also provide valuable information about 
how the organisation is being managed and whether it is 
achieving its objectives. 

§ Financial Planning 
§ Linked to the organisation’s strategic and operational plans, the 

budget is the cornerstone of any financial management system 
and plays an important role in monitoring the use of funds. 

§ Financial Monitoring 
§ Providing the organisation has set a budget and has kept and 

reconciled its accounting records in a clear and timely manner, 
it is then a very simple matter to produce financial reports 
which allow the members to assess the progress of the 
organisation. 

§ Internal Controls 
§ A system of controls, checks and balances – collectively referred 

to as internal controls – are put in place to safeguard an 
organisation’s assets and manage internal risk. Their purpose is 
to deter theft or fraud and to detect errors and omissions in the 
accounting records. 
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Session 4: Financial Records  
 
By the end of the session the members will be able to keep good financial 
records and books of accounts. 
 
 What are the records in an organization set up? 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................  
 
Discuss in groups the various reasons for keeping records. 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
 
 
Notes: Importance of Clear and Accurate Records. 
 
Keeping clear and accurate records will contribute to your business 
success in the following ways: 
 
• More easily prepare your financial statements. 
• Control your cash 
• Measure actual business performance against your original 

projections and goals 
• More quickly recognize new problems , challenges, and opportunities 

as they arise 
• Keep close track of business operations. 
• Make more informed business decisions. 
 
Book keeping can simply be described as keeping daily records of 
business financial transactions. These records include daily cash sheet, 
accounts receivables and accounts payable ledger, and a synoptic 
(combined) ledger. Synoptic ledger is sometimes reoffered to as combined 
journal, combined ledger or a general ledger. 
 
Records are kept for three major reasons: 
1. To keep track of your business money particularly if you are in a 

business where some amount of money is involved on a daily basis. 
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2. To keep track of your business weekly and monthly financial 
performance and to asses if this performance is meeting your 
expectation, projections and goals. 

3. To provide your accountant if you plan to use one with the necessary 
information to quickly and accurately prepare your books of accounts. 

 Notes:   
FINANCIAL RECORDS/REPORTING 
Every organisation must keep an accurate record of financial 
transactions that take place to show how funds have been used. 
Financial recording and reports provide valuable information about how 
the organisation is being managed and whether it is achieving its 
objectives. Effective financial reports will keep your members, the outside 
world aware of your financial well-being, the auditors of development 
partners happy, and your budget and planning activities enviable. 
Financial reports are the product of financial accounting. 
They are a summary of all the transactions for a specified period and 
show the financial position of an organization. Financial statements can 
cover any period of time – for example, a month, a quarter or a year. 
Financial records/reports fall into two main categories: 

1. Supporting Documents 
2. Books of Account 

 
Supporting documents 
It is very important to maintain supporting documents in the form of 
receipts and vouchers for all financial transactions – preferably cross-
referenced to the books of account and filed in date or number order. Apart 
from being required by the external auditor to support the audit trail, 
certified receipts also provide protection to those handling the money. 
Additionally, separate files should be opened for receipts for money coming 
into the organization and money going out. Mark invoices ‘paid’ with the 
date and cheque number to prevent their fraudulent re-use by an 
unscrupulous person. 
Every organization should keep files of the following original documents to 
support every transaction and to enable the construction of accounts as 
may be required; 

§ Receipt or voucher for money received 
§ Receipt or voucher for money paid out 
§ Invoices – certified and stamped as paid 
§ Paying-in vouchers for money paid into the bank 
§ Bank statements 

Example of an invoice is illustrated below:  
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ERUDITE CONSULTANTS 
Fifth Floor, Summit House, Moi Avenue P.O. Box 16256 (00100), Nairobi, 
Kenya. 
Phone: 254-020-251282.Cell: +254-722 613879, +254 722 243881 
Email: erudite@operamail.com 

 
INVOICE 
     NO: 23406 
DATE:  ________________________________ 
 
Invocee  
_________________________ 
_________________________ 
_________________________  
 
Attn:…………………….. 
 
Item  Description Amount 

(US$) 
Workshop 
registration fee 

Fee4 days x 
690   workshop    fee         

2,760 

 Tour Facilitation fee 3 persons   on study tour 3 
x 276  

1,035 

 
TOTAL 

3,795 

 
Notes:  
 

§ E&OR 
§ Amounts in US$ 
§ Cheques addressed to ‘Erudite Consultants’ 
§ Payment in cash, electronic transfer or cheque 

                       
____________________________________________ 
For: Erudite Consultants 
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Other useful supporting documents include: 
§ Payment Vouchers (PVs) 
§ Local Purchase Orders (LPOs) 
 
Books of account 
The minimum requirements for books of account are: 
1. Bank (or Cash) Book for each bank account. 
2. Bank reconciliation statement 
3. Petty Cash Book. 
4. Balance sheet. 
 
THE CASH BOOK 
The Cash Book or Cash Analysis Book – is the main book of account for 
recording bank transactions (i.e. ‘cash’ transactions– e.g. date, cheque 
number, payee, description, amount, category of transaction, etc. The 
columns are totalled at the end of each page or accounting period. 
BANK RECONCILIATION STATEMENT 
The Bank Book should be checked with the bank’s records – the bank 
statement – at least once a month. This is called bank reconciliation. The 
purpose of this exercise is to make sure that the organization’s own 
records agree with the bank’s records and to pick up any errors made by 
the bank. 
PETTY CASH BOOK 
A petty cash book is maintained by a petty cashier who pays for 
expenses which are incurred frequently and don’t require a lot of money. 
The amounts he receives from the cashier is debited to the petty cash 
book and credit entered on the cash book.  Petty cash records are kept in 
a similar way to the Bank Book records. As both sets of figures will 
eventually have to be combined to produce financial reports, it makes 
sense to set out the books in a consistent manner.  
The Petty Cash Book will also require fewer analysis columns for 
payments because petty cash will not (usually) be used to pay for larger 
items such as salaries, office rent, etc. 
THE INCOME AND EXPENDITURE ACCOUNT 
In the not-for-profit sector, the equivalent of the Profit and Loss Account 
is The Income and Expenditure Account. 
 It records as a summary: 
_ all categories of income and expenditure which belong to that year; 
_ all income not yet received but belonging to that financial year; and 
_ all payments not yet paid but belonging to that financial year 
Income items usually appear first in a list down the page, followed by the 
summary of expenditure items. The difference between total income and 
total expenditure appears on the bottom line and is expressed either as: _ 



 

 
YOUTH INITIATIVE KENYA 
www.youthinitiativeskenya.org 

24 

‘excess of income over expenditure’ where there is a surplus; or _ ‘excess 
of expenditure over income’ where there is a deficit. 
 
Session 5: Business planning  
The session will enable the members to develop a business plan for their 
group. 
 
 What is a Business Plan?  
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
 
Why a Business Plan 
................................................................................................................
................................................................................................................
................................................................................................................
........................................................ 
Notes:  
PLANNING YOUR BUSINESS 
A business plan is the document you create when you take an idea for a 
commercial endeavor and work through all the factors that will have an 
impact on the successful startup, operation, and management of the 
business.  
 
Benefits of a Written Plan 
Why go to the trouble of documenting what you know will work? What 
events trigger the need to create or update a plan? What justifies the 
additional time and energy you'll spend creating a written plan that 
presents a blueprint of your business idea? More specifically, a plan can 
be: 

§ A reality check, when you first examine the feasibility of your 
business idea, which forces you to consider all relevant factors  

§ Your business's resume, which will be vital in dealing with lenders 
and outside investors, and an important tool in negotiating with 
vendors and attracting employees  

§ A timetable for operations, helping you to coordinate all the diverse 
activities that go into running your own business  

§ A modelling tool that helps you evaluate the variable factors that 
affect your business, so you can better prepare to deal with 
situations that may arise as conditions change  

§ A vehicle for tracking the progress of your business  
§ A blueprint against which you can adjust operations in order to 

achieve your goals  
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§ A starting point for future planning  
 
What to consider before putting the Business Plan Together. 
The following are the key issues you need to examine before you can 
actually start to write your plan: 

§ Audience: whom are you writing for? If you are writing for third 
parties outside of your business, their needs and expectations will 
govern the type of information and level of detail in your plan. For 
example, your neighbourhood banker is going to be far more 
concerned with the financial performance of your business than 
with the salary structure you plan for your employees.  

§ Planning horizon: how far out into the future will your plan 
extend?  

§ Type of business: your business's classification as a service 
provider, product producer or seller, or mixed provider of products 
and services will have a large impact on the type of information in 
your plan.  

§ Sources of information: What information is available to you in 
creating a business plan? How can you reduce the time and effort 
required to analyze your idea?  

§ Reasonable assumptions: How can you set yourself up for success 
by taking a realistic look at internal and external conditions of 
your business, so as to make reasonable predictions about the 
future?  

 
Components of a Business Plan 
The components of a written business plan are: 

§ General format and presentation: first, remember that the 
business plan is a clearly recognizable type of document, and your 
audience will have some expectations with respect to style and 
contents. Just as your teachers in school expected you to conform 
to certain standards, the people who will look at your business 
plan will have certain expectations.  

§ Cover page and table of contents: they identify your business and 
make it easy for readers to find and examine particular documents.  

§ Executive summary: this is arguably the most important single 
part of your document. It provides a high-level overview of the 
entire plan that emphasizes the factors that you believe will lead to 
success.  

§ Business background: this is the section that provides company-
specific information, describing the business organization, history, 
and the product or service the business will provide.  

§ Marketing plan: this presents an analysis of the market conditions 
that the business faces, sets forth the marketing strategy that the 
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business will follow, and provides a detailed schedule of marketing 
activities to support sales.  

§ Action plans: this is where you detail how operational and 
management issues will be resolved, including contingency 
planning.  

§ Financial projections: this is another extremely important section. 
Your projections (and historical financial information, if you have 
it) demonstrate how the business can be expected to do financially 
if the business plan's assumptions are sound.  

§ Appendix: this is the place to present supporting documents, 
statistical analysis, product marketing materials, resumes of key 
employees, etc.  

 
Session 6: Budgeting  
 
By the end of the session the members should be able to develop a 
budget. 
 
What is a budget? 
................................................................................................................
................................................................................................................
................................................................................................................ 
 
What is the role of the budget in an organization? 
................................................................................................................
................................................................................................................
................................................................................................................
................................................................................................................ 
 
 Notes: BUDGETING/ FINANCIAL PLANNING 
 
The budget is the most important financial tool an organization has to 
work with, second only to the accounting system. The budget is 
concerned with estimating the specific dates that the financial resources 
will be received and disbursed by the organization. Additionally, the 
budget; 

§ Answers the question of how much financial resource is available 
for investment, when, and for how long. 

§ Identifies the financial resource shortfalls that require financing 
§ Can warn of potential revenue short falls or unexpected large 

disbursements 
 
The budget process includes these key steps: 

1. Organizing the Process: 



 

 
YOUTH INITIATIVE KENYA 
www.youthinitiativeskenya.org 

27 

i. Establish a budget calendar with specific due dates 
ii. Start in enough time 
iii. Collect all the documents you will need to prepare your budget 
iv. Alert your members to the process 
2. Identifying Revenue 

i. Donations 
ii. Fundraising 
iii. Grants 
iv. Fees for services 
v. Contracts 
vi. Endowment 
vii. Income generating activities 

 
Session 7:  Minute Writing  
By the end of the sessions the groups should be able to write good 
minutes for their meeting 
 
 What is a minute? 
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 
 
 
What is the importance of keeping minutes?  
 
………………………………………………………………………………………………
………………………………………………………………………………………………
……………………………………………………………………………………………… 
Components of Group Minutes 
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………  
 
Session 8: The Youth Enterprise Development Fund  
 
By the end of the session the ground should be able o know the process 
of accessing the fund 
 
What do you know about Youth Fund?  
................................................................................................................
................................................................................................................ 
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In its 2006/2007 financial expenditure projections, the government of 
Kenya appropriated over Ksh1.5billion towards the direct development of 
youth initiatives- mainly the development of skills and the creation of 
employment opportunities for the youth.  A fund –The Youth Enterprise 
Development Fund was instituted vide Kenya Gazette Supplement No. 89 
(legal notice number 167 of December 2006) consisting of loans, grants 
and donations aimed at harnessing the potential of the youth in 
addressing the socio-economic challenges facing them. Through this 
substantial allocation towards the youth, the government is intent at 
harnessing the participation of the youth in innovation, entrepreneurship 
and business development activities. 
The fund has two components namely; 

1. The constituency youth enterprise scheme 
2. The flexible collateral fund 

 
THE CONSTITUENCY YOUTH ENTERPRISE SCHEME 
Features 

§ Targets enterprises owned by youth groups in the constituency; 
§ Group must have existed for a minimum of three months 
§ One million KES is allocated to each constituency 
§ the divisional social development committee is mandated to receive 

and evaluate the proposals from the youth groups in the division 
§ Business Proposals up to KES 50,000 will be considered for 

funding 
§ The loan attracts no interest but has an administration fee of 5% 
§ There is a three month grace period and full payment is expected 

within 12 months after grace period 
§ Payment will be made to the District SDS bank account 
§ Mixed age groups must have at least  70% of their membership 

being youth and 100% youth leadership; 
§ Group to be funded must have a bank account 
§ Business proposal must be prepared in accordance to the 

requirements of the business proposal form provided by the SDS; 
§ The proposals are evaluated using the evaluation guide provided 

by MOYA; 
THE FLEXIBLE COLLETARAL FUND 
Features 

§ Targets youth enterprises owned by individuals or groups; 
§ Loan management by financial intermediaries 
§ Loan attracts a mitigated interest rate per annum on reducing 

balance; 
§ Very flexible, if any, collateral required; 
§ Loan amount depend on the nature of the business proposed and 

the lending terms of the financial intermediary; 
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§ There is a three month grace period on interest and principle 
amount; 

§ The loan amount exceeding KES 500,000  require Advisory Board 
approval 

§ The applicant must have personal and/or institutional 
identification details 

§ Applicant must have a bank account 
§ The loan application form is as per the financial intermediary 

approached 
§ The financial intermediary evaluates the proposal and approves as 

appropriate  
§ Attendance of training programme if required 
§ Verification by the district youth officer when sought for by the 

financial intermediary 
§ The applicant repays loan with mitigated interest rate to the 

financial intermediary after a grace period of 3 months 
§ Prepayment period and amount is as agreed with the financial 

intermediary.  
 


