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ABSTRACT

This study set out lu establish the challenges dial Coopciative Hank encountered in ensuring a 
successful initial public offer. lire objectives o f the study were to establish the challenges 
that the 11*0 managers experienced hi the IPO process and the strategics used to overcome 
them the data collection was carried out by use o f  open ended qiicsliuimutic ami 
triangulated by content analysis o f documents related to the study Data collected was 
analysed by use of qualitative and quantitative methods The presentation used both visual 
charts mid narrative form lire researcher gave recommendations from the findings o f the 
data analysed I he study found that the IPO managers experienced various challenges while 
managing the process which included logistic, economic, financial and strategic. I he IPO 
managers applied various strategics to overcome the challenges which included establishment 
of an IPO centre to coordinate activities, putting together an IPO Steering Committee, 
centralisation of IPO operations among others The study recommends that future IPO put 
together an expert team to oversee the offei well before the issue Pie-TPO piocodures like 
valuation, audit and accounting should be thoroughly dealt with before issue It's hoped ihot 
lutuic IPO managers will also benefit by planning adequately around the challenges 
documented Further the market regulators and brokers will find the findings o f this 
investigation useful in infomiiiig tlicit policies and the clients while the study intends to 
piovnkc further rctcaich in this urea for academicians.
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CHAPTER ONK 
INTRODUCTION

I |  Buck ground of the Study

/fficonling to Braudal, F (199.1), the History o f  stocks trading can be truccd way hack to the 

I j ,h century. He argues that in that century in Cairo, the Jewish and Muslim merchants 

already had the notion ol trade association and had set up all the methods o f credit as well as 
payments.

Tracing o f shares ow nership may however have begun os curly as ‘>000 BC to 8000 BC. at 

which time tokens, which were made out o f clay, were used for accounting Hnd financial 

purposes www.aniiqucstocks.cijp). However the website also contends that as writing hadn't 

been invented at that lime, there is no way to confirm whether or not 'shares’ o f  ownership 

ex ists

Front the foregoing it emerges that the History o f stocks exchange is rather Murry. Modem 

concept of stock exchange may have began us an informal gathering o f  local businessmen 

Ihc I ondon Stock I 'xclmiigc is identified as the oldest Major stock exchange having been 

established In 1698 where Ihc market founder John Caslning began to organize the market via 

a simple list o f  stock and commodify prices. I he New York slock exchange is the second 

oldest having been established in 1872. Then, came Bombay exchange in 1875 and the 

American Stock exchange in 1849 www.moncv-/inc.cgm

M .I Business Transformation

loonier to survive Burns. B. (2004), a proponent o f continuous transformation model ol 

■-tungc argues that organizations must develop the ability to change themselves continuously 

kl a flmdumciu.il manner. Many organizations achieve this by adopting relevant techniques 

•hat fit prevailing circumstances and those that align to their strategic goals.

•rtlWUCT. J. (1998) says that one way un organization can achieve this is by expansion. Ibis 

B H j^Jtquircs an infusion o f  capital which an organization can achieve through various 

B p  deluding mergers, acquisition and initial public offer. Initial public oiler involves

I

http://www.aniiqucstocks.cijp


changing ownership by .selling some or all o r  its shares lo other investors through; listing in 
public, rights issue or merger.

Outperforming companies usually go public to finance their growth strategy and use their 

proceeds to fund acquisitions or market growth (Ernst and Young: 2008). I be process of 

listing is long and involving. Issuing firms undergo changes in ownership structure and 

governance mechanisms us well as owning up lo market monitoring and pressure to meet 

analyst expectations. I'he process also involves good teamwork uud close coo|>crutioii of all 

team members involved in the project.

Once nil organization has decided to undertake an advanced project, building the initial 

momentum can Ik  diflicult. The number o f people involved in the project will grow quickly 

and as a result it becomes increasingly difficult to make progress (Allan, 2004)

1.1.2 The History of Cooperative Hank of kenyu

According to Ouma, (1987) the Government of Kenya in the early 1960’s identified the co 

operative movement sector as a means to bring Kenyuns together in order to achieve a critical 

mass of savings and investments. At the time the bunking sector was dominated by 

Multinationals which were reluctant to lend to indigenous institutions. The Government 

considered the idea o f setting up a co-operative hank to serve the Co-operative movement 

(Ouma. 1987)

According to the Cooperative Hank HH) prospectus. (2008) Ihc Co-operative Hank of Kenya 

I united wus registered us u co-operative society on the 19th June 1965. It did not however 

tt^Wncnce operations us it was not licensed to carry on business under the Hanking Act. In 

****us- d could not fulfil Ihc main objective for its establishment, which wus to mobilize 

®**hGial resources and provide hanking services to the co-operative movement. I be Bank 

******* for a banking license to operate under the Hanking Act. which was subsequently 

H e * ^  1968. The unique nature o f the Hank ns outlined in its primary objectives set it 

from the other Hunks in the country (Ouma. 1987).
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I he ( ooperative Bank IPO Prospectus further informs that the bank was formed at the time 

with a modest capital base o f Kshs.255, 000 which was supplemented by an interest free 

government loan ot 214, 000/- repayable over 10 years ('ooperative Bunk IPO Prospectus. 

(2008). Hie initial hourd comprised a 50/50 representation of the co-operative movement und 

Government respectively. The loan was lully repaid and the Bank became a private l*ank ITic 

Bank was unique through its adoption o f  a democratic means o f governance. Its Board of 

Directors were elected by the members o f the co-operative movement.

The primary objectives o f the formation were to mobilize funds for loans aside from the 

general banking business as well us to provide financial assistance to Cooperative societies 

(Ouma, I‘>87). I he focus ol the Bank was to empower the co-opcrntivc movement to 

transform the lives o f Kenyans. The growth o f Kenya through the decades of l ‘>6t)s to the 

|480s was attributable to the success ol the Bank in supporting the co-operative movement in 

its phenomenal growth (Cooperative Bank IPO prospectus. 2008)

In line with industry developments and the need to continue being relevant to the Renynn 

people, the bank in 1994 converted to become a fully-Hedged commercial bank offering a 

complete range o f financial services beyond the captive Co-ojierative sector to include 

personal, cor|>orutc and institutional customers.

By the time o f issuing the IPO, the Bank had remained committed to its founding objective, 

whkh was to serve the Co-operative Movement and hail undertaken a number o f tinaiicinl 

deepening initiatives in this sector key among them being supporting the over 5000 SACCOs 

lo establish linancial units at the primary level. Hie financial units also known as Front 

Qfiiec Service Activities (FOSAs) have been a key development in the Co-operative 

Movement transforming their financial capacities us key mediums o f financial access 

<l*ec»*lly to the rural financing sector (Anyanzwa, J. 2008).

3



1.1 J .  Ownership structure

I lie Co-operative Hank o f Kenya Limited as a co-operative society had over the past 40 years 

been issuing shares to Cooperative societies, individual members o f co-opemtive societies 

and management at the nominal value ofKshs.100 per share. The shares were classified into 

class A under Cooperative movement and Class II under individual members (Cooperative 

llnnk IPO prospectus: 2008). That was prior to a split in year 2008 o f every I share to 100 

shares in accordance with the Co-operative Societies Act.

At a Special General Meeting o f the hunk held on 27th June 2008 the .shareholders approved 

the restructuring o f the Hank into u public limited liability company to meet the requirements 

for listing under the Capital Markets Authority Regulations, under a structure wherein the co

operative based class A mem bership o f the hank would be held as ii block under Co op 

holdings Co-operative Society I united who would be the majority strategic investor in the 

new Company with a block controlling shareholding (Anyonzwa J. 2008)

In order to comply with the eligibility criteria for listing m the main market segment under 

die Capital Markets (Securities; Public Offers, l istings and Disclosures) Regulations 2002 a 

public limited liability company was incorporated under the name “ flic Co-operative Hank of 

Kenya I united" and licensed us u bonk under the Hanking Act

Ihe Cooperative Hunk IPO Prospectus (2008) also highlights that at the same meeting, the 

shareholders o f  the bank approved a Transfer Agreement whereby the entire business, assets 

aid liabilities of the hank would Ik  transferred to the company subject to all regulatory 

approvals luring obtained.

In the proposed public ottering, all Oiler Shares would be issued at the same price to co

operative societies, individual members o f co-operative societies, management and the 
public.

I ransforiuutionul Challenges

^Cooperative Hank sought to issue its IPO various challenges arose. It sought to create dual 

'P ol the company’s shares i e. a unique share ownership structure to avoid being 

y outsiders who do not tit in the objective of the bank that is to provide financial 

Cooperative societies (Cooperative Hank IPO Prospectus, 2008)



To achieve this, the bank planned to create a dual ownership structure with two categories of 

shares class A ami B, which is not currently under the CMA regulations 

|ittP:/Aimrkct,nalfObi.Com. In this structure, class A shareholder would exclusively lie member 

Cooperative societies with rights to vote during ACIM’s. On the other hum!, class B 

shareholder would include any other shareholders who will not have voting rights.

I here whs also the problem o f  timing the IPO appropriately. The likely IPO dates and pricing 

would l*c greatly atVcctcd by the decreased activity at the NSE At the time the just ended 

Sataricom IPO. the KCB and Housing Finance rights issues had taken a huge chunk of 

investors' monies at the NSE (Nairobi Star, June 2008). More pressure was likely to come 

from the bearish trend in the equity market that has seen the market hit a three years low and 

still falling SKWWJialj^.saJlff. Investors had also been grossly disappointed by the poor 

performance of the Safuricoin IPO shares.

Ihe year 2008, was a significant year in Kenya's History. Politically the year had Iwgun with 

Post election violence occasioned by the disputed 2007 General elections which hud caused u 

negatively affected the business environment.

Globally, the economic meltdown that had begun a lew years earlier was beginning to 

adversely affect financial institutions with the US Federal Government cutting benchmark 

interest rates to ease credit crunch in January

By September the same year Banks had lightened their lending ami credit standards further, 

la the same month one bank was closed in US while l.chmnn Brothers tiled for bankruptcy.

hi Kenya the months leading to Cooperative Bank IPO had experienced declining NSE 

market capitalization which fell from over I2J0 points in June to slightly above 764 points in 

October representing a decline o f  37.8 %.( Kilonzo. S. 2008).

to the 'amc period the net foreign cash flow rose from -121 million shillings in July to 870 

m,Ilhm to October - an increase o f  726% (Kilonzo, S. 2008).
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Gloomy economic forecasts had resulted in job cuts among Kenyan industries. Many 

companies were complaining o f  reduced consumer demand coupled with higher energy 

prices The government also introduced cuts in electricity and water supplies adding to 

worsening o f  the country's economic situation.

Economic uncertainties, mostly in the United States, also greatly affected the tlow of 

remittances by Kenyans living overseas. Quite a number o f them had already lost their jobs. 

Unlike previous share offerings. Co-op Hank's IPO therefore was unlikely to attract much 

interest from the Diaspora.

According to the Nairobi Star June (2008), the fiasco that was the Safaricortt IPO had 

tarnished the reputation o f the Nairobi Stock Exchange. Apparently, planners at the stock 

exchange. Capital Markets Authority and the Central Depository had greatly under estimated 

the logistics o f having so many shares introduced at once. Sa fart com shares, by themselves, 

currently constitute almost a third o f all shares at the Nairobi Stock Exchange. Confidence on 

the Market Authority’s capacity to oversee the second biggest IPO in Kenya’s History was 

therefore on the decline.

1.2 Itackground of the problem

In suite o f  consumer inflation driven by rising oil and food prices, subdued investor 

confidence and gloomy economic forecasts, the Co-operative Hank decided to go ahead with 

its initial public offering (IPO) at the Nairobi Stock Exchange.

Iberc were fears that the IPO would be undersubscribed due to investor disappointment 

caused by the near-fiasco o f  the Sufaricom IPO earlier in the year (Wahomc P, 2008). The 

lead sponsoring broker hud warned against ihc venture at a time of worldwide 

economic uncertainty and inflation, lie  had called for flic IPO lo be postponed to the 

following year (Nairobi Chronicle, October 2008).

Gloomy economic forecasts hud resulted in massive job cuts among Kenyan industries.

( "mp.uiies were complaining of reduced consumer demand coupled with higher energy 

!***»• *-uli in electricity and water supplies had added to a worsening o f the country's 

*n,c Sl,uation. The Cooperative Hunk IPO therefore had all the making o f  failing.
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I J  Statement o f flic Problem

Ibis research will focus on the challenges (luit faced the Cooperative Hank IPO and flic 

success factors employed by the IPO managers lo facilitate a successful offering. This area of 

study has previously been investigated by (Nyaga, 2008) who researched on strategic 

challenges faced by corporate firms.

Ibc proposed research differs significantly from previous investigations in die area since 

while it focuses on the IPO process itself previous investigations have tended to focus on the 

IPO under pricing. Examples includes; Ndatimana. (2008); Simiyu, (2008), Oitundu. (2007) 

and Leshore (2008) who nil surveyod in the same area but focused more on the Post IPO 

under pricing.

1.4 Purpose

This study aimed at exploring the challenges that Cooperative Hank IPO stakeholders 

experienced in the issue and the strategies used to ensure success.

1.5 Objectives of Study
The objectives o f  tliis study were to;

1. Establish the Strategic challenges that laced the Hank in the initial public offer 
process.

2. Examine the Economic challenges that the IPO team leaders encountered while 
planning the offer.

3. Establish the Financial challenges that the Hanks IP() laced

4 . Determine logistical challenges that the IPO planners had to overcome to ensure 
successful offer.

3. Establish the strategies the IP<) Managers used to overcome the above challenges 

u  Research Questions 

•he research questions guiding this study were;

• What Strategic challenges did Cooperative Honk face in the crucial Initial Public 
Offer’’

lp>Wha| Economic challenges did the IPO Management team face in preparing for the
n*o?

Financial challenges did the Hank lace in (he IPO?
&  7



4. What logistical challenges did the Bank face in carrying out the lit.) process?

5. Which Strategies did the 11*0 managers employ to overcome the challenges faced?

1,7 Significance of Study 

To broken and underwriters

I-very initial public offering involves brokers ami underwriters. As this study aims at 

examining the challenges for an IPO. it will serve as a reference point for such future 

offerings especially to these critical facilitators. It will serve to inform the likely loopholes 
and pitfalls to be avoided.

In regulatory authority

The ( apital Market Authority is the chief regulator for Securities market. It plays a 

significant role in facilitating the initial listing. Its role was therefore critical to the success of 

Cooperative Bank IPO. Phis study will play to critique the Body's role and serve as a spring 

board for more investigations into its central role m the stocks exchange.

To Academic community

Many studies have been carried out on the initial public offering. However with Kenya’s 

securities market being a developing market there is need for more academic inquisition into 

At IPO process since most studies carried huve focused oil the 11*0 pricing.

I o Project managers

H M tial Public Offer is by all definitions a project right from initiation to completion I very 

requires meticulous planning, all tasks defined, necessary resources availed uiul all 

■ M f a *  properly facilitated to ensure smooth flow o f  activities. It therefore requires 

jCjjhir project management skills. Ibis investigation will therefore serve to inform on areas 

“light require specific intervention o f Project managers.



To Investors

In his Budget speech o f year 2009/2010, the minister for finance highlighted that the 

Government will continue with it’s privatisation programme ami cede control of most o f its 

key panistntals to the public. Equally more and more tirms will seek to raise capital through 

sale of shares to the public hence potential investors will require up to date information on the 

whole 11*0 process to enrich their decision-making. I his investigation hopes to bridge that 

knowledge gup and therefore contribute to informed investment decision by the larger public. 

It will also focus on key challenge areas that investors can gauge successful companies on.

|.H Delimitation of Study

Initial public otters in Kenya receive extensive coverage and in-depth unalysis in the months 

leading to and following the issue, litis research will benefit immensely tioin this 

information and the goodwill expressed by the Bank’s management in providing iclcvant 

information, flic study has also assumed a case study design which means it will rely a lot 

on document review ami in-depth interviews.

1.9 lim itation of Study.

The success o f this study is heavily reliant on availability and willingness ol Cooperative 

nark IPO managers to provide the relevant information. Some o f them may have since 

mo\cd on to other career areas. I he short time available for the survey may also not allow 

comprehensive review o f the documents. I he study will however use triungulation method to 

supplement.

1.10 Assumptions of Study.

Ihijstudy assumes that Cooperative Bank represents a typical linn looking lor Initial Public 

Bfter to raise additional capital. I he study also assumes that Anns willing to carry out an 

Initial Public Offer will experience similar same social-economic environment as the one 

cxP*rienccd by Cooperative Bank at the time o f its IPO which may not be the case as social- 

*** n°m‘c environments arc not static.

' '  assumed that those responding to data collection instruments will answer the questions

1 k*1* aiul completely and that the said instrument will validly measure the parameters
''Petted
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1.11 Definition of Significant Term s

liiih.il Public Offer Refers to the first sale o f a company's share to the public 

Goinj: P u b lic - Rclcrs to the process o f  selling a private company's shares to the public. 

Cooperative B ank- Refers to the Cooperative Hank o f Kenya

( fcallcngct-Refers to the factors dial could have deluyed or inhibited the Initial Public Oiler 
process

Process Refers to die range o f  activities associated with the initial oiler right from planning 
to die actual sale in the Stock Market

Security M arket Refers to a market where iitdividuaU/Companics/Govemmcnt buy and/or 
sell dieir share ownership in listed companies

Stakeholders -  Panics with interest in the sale o f  a Company’s shares to the Public. Ilicsc 

includes stockbrokers. Capital Market Authority. Nairobi Slock Exchange. Government of 

Kenya. Potential buyers, Other hunks, transaction advisors, lawyers, accountants among 
others

Regulatory Authorities Bodies that arc empowered to control activities rclulcd to buying 

and selling of shares in Kenya. In this case Capital Market Authority and Nairobi Stock 
Exchange.



|.I2  Summary

Ihis chapter discusses the challenges that Cooperative bank’s IPO managers faced in the 

preparation ot the IPO. The hanks IPO was issued at a lime o f global economic meltdown 

that led to increased pessimism on the success o f the ll’O by most market players. The 

chapter discusses the History o f Cooperative and its ownership structure, further the 

objectives o f the study arc highlighted and the research questions that will guide the 

interview.

Ihc purpose o f the study was to identify the challenges that the Hank faced in issuing the 

IPO. Hie significance o f  study to the brokers and regulators; regulatory authorities; potential 

investors; academicians and Project managers have been well discussed. The chapter also 

highlights the definition o f  significant terms ul the end.



CHAPTER TW O

I.ITKRATUKF. REVIEW
2.0 Introduction

An initial public oflcring (IPO) is ihc process through which u privately held company issues 

shares o f  slock lo the public for the first lime Dialio. J. (2004). Also known as "going public," 

mi IPO transforms a small business from a privately owned and operated entity into one tltui 

Is owned by public stockholders www.gpogle.com

2.1. Initial Public Offer
An IPO is a significant stage in the growth of many small businesses, as it provides them with 

access to the public cupitui market and also increases their credibility and exposure. 

Recoining a public entity involves significant changes for a small business, though, including 

a loss o f flexibility and control ti»r management. In many cases, however, an IPO may be the 

only means Icll o f financing growth ami expansion. The decision to go public is sometimes 

influenced by venture capitalists or founders who wish lo cash in on (heir early investment.

Overall, going public is u complex decision that requires carcfUl consideration and planning. 

Ixpcrts recommend (hat small business owners consider all the alternatives first (such ns 

securing venture capital, forming a limited partnership or joint venture, or selling shares 

through private placement, self-underwriting, or a direct public offering), examine their 

current and future capital needs, and l>e aware o f how an IPO will atlect the availability of 

future financing.

In the IJS the ideal candidate for an 11*0 is a small to medium -si/cd company in an emerging 

•ndustry. with annual revenues o f at least USDIO million and a profit margin o f over 10 

Petceni ol revenues. It is also important that the company have n stable management group, 

P»»thofai least 10 percent annually, and capitalization featuring no more than 25 percent 

***• Companies that meet these basic criteria still need to time their IPO carefully in order lo 

the maximum benefits. (Lindsey, 1989)

“R e s te d  going public when the stock markets aie receptive to new offerings, the
fcfcstrvEgr *• Erowing rapidly, and the company needs access to more capital and public 

U> support its strategics for expansion and growth.

http://www.g


However this may not always Ik: ihc ease as some organizations have experienced successful 

initial offering in times o f  depressed economic growth, high inflation and as was the ease 

with Kenya Airways and Cooperative Bank.

2J Reasons firms Issue IPO

According to Lindsey, the primary advantage u business stands to gain through an initial 

public stock offering is access to capital. Allen and Gale. (1999) Suggests that in addition, the 

capital docs not have to be repaid and does not involve an interest charge. I his view is 

supported by (Pagano et al.t I‘>98). However this gain is not a preserve o f  small business as 

I indscy seems to suggest, l-argc corporate also seek capital to fund growth and expansion as 

well as Research. Google, one o f the largest internet search engine sold its shares to the 

public to fund its expansion. The only reward that IPO investors seek is an appreciation of 

ihcir investment and possibly dividends www.rcfercncef9rhusincss.com

As demonstrated by Krispy Krcinc, a US company, an initial public offer can be used as a 

source o f cheap capital. Ihc company was used to financing its expansion strategy with the 

aid of long-term debt. However it’s April 2000 11*0 raised enough capital to completely pay 

nil ihc long-term outstanding debt and witnessed rapid growth thereafter ( Ihompson et 

•120071

Besides the immediate infusion o f capital provided by an 11*0 , a business that goes public 

may also lind it cusicr to obtain capital lor future needs through new slock offerings or public 

deb* offerings. Google did issue new offerings utlcr it’s successful IPO in 2005 (Bums. 11, 

2004) The motivation for new finance includes prospects tor growth by acquisition, funds 

lot organic expansion and refinancing o f  current borrow ings (Rocll, 1996).

** elated advantage o f  an IPO is that it provides the business's founders and venture 

capitalists with an opportunity to cash out on their early investment. Those shares o f equity 

C>n be sold us part of the 11*0 , in a special offering, or on the open market some time after the 

• Lindsey (1989) docs however point out that it is important to avoid the perception that 

0Wncrs are seeking to hail out of a sinking ship, or Ihc IPO is unlikely to be a success.
Y ^
B p ® * r  reason firms opt to go public is increased public awareness, which may lead to 

°Ppomu

,s
mines and new customers as part o f the IPO process, information uboul the 

printed in newspapers across the country, flic excitement surrounding an IPO
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may also generate increased attention in the business press. However while in vest oped ia 

seems to suggest that increased attention may lead to increased sales, this may not always Ik  

the case. IPOs have provided opportunity for members o f the public to invest while enabling 

issuing firms to raise capital

Going public may to the larger public Ik  seen its opening up to public scrutiny thus a sign of 

confidence in the business by market players. Indeed Stoughton ct al, (2001) secs public 

listing its not only providing an initial certification by financial market professionals hut also 

a longer lime price signal to suppliers, work force and customers to the business.

There is increased public awareness o f the company because IPOs often generate publicity 

thereby making their products known to a new group o f potential customers. 

A company receiving go-ahead to list its shares in the securities market must go through 

some stringent criteria related to ensure they arc stable hence most firms receives enhanced 

credibility with its suppliers, customers, and lenders, which may lead to improved credit 

terms.

Holrnstrom et al (1993) and Holton ct al (1998) suggest that by going public companies 

subject themselves to monitoring by outsiders like; investment bunks, auditors, analysts and 

investors, activities which might enhance the value of the firm.

In Kenya the Capital Market Authority has specific requirements that listing firms must meet. 

These includes minimum authorized issued and paid-up capital, minimum net capital, issuer 

m have published audited financial reports as per international accounting standards among 

‘Xhm Dinho. J (2001). The managerial discipline that comes with the listing requirement can

he • motivating factor to issue initial public (Homslrftm ami Tirolc, 1993; Stoughton ct al.. 
1001)

£  film getting a go ahead from the authority may therefore be seen as having passed 

“Ability test. Public offering helps a company gain prestige by creating a perception of 

*d>lftty which is important in recruiting and retaining key employees Nabuchn, (2008)

^■notheT advantage o f going public involves the ability to use slock in creative incentive 

M S  for management and employees. Offering shares o f slock and stock options us part 

P * 0n may enable a small business to attract better management talent, and to



provide them with an incentive to perform well. Listing motivates management and 

employees. Rocll. (2006) not only views it us a natural response to the company's signal lor 

growth hut also sees the share participation schemes as u motivator for senior management 

and employees. Fmployecs who become part-owners through a stock plan may l*c motivated 

by sharing in the com|>uny's success.

Finally. «n initial public olTcring provides a public valuation o f a small business I bis means 

that it will be easier for the company to enter into mergers and acquisitions, because it can 

ofler stock rather than cash.

2.4 Disadvantages uf Cuing Public
One of the most important changes a company has to go through alter listing in public is the 

need for added disclosure for investor (investopedia). HomstrOm and Tirolc (1993) observes 

that in US which has a much more dcvclo|>ed security market compared to Kenya, Public 

companies are regulated by the Securities Exchange Act o f 1934 which makes it mandatory 

(or periodic financial reporting, which may he difficult lor newer public companies. I hcy 

must also meet other rules and regulations that arc monitored by the Securities and Hxchangc 

Commission (SEC).More importantly, especially for smaller companies, is the cost of 

complying with regulatory requirements can be very high. Additional costs include the 

generation o f financial reporting documents, audit fees, investor relation departments and 

accounting oversight committees (Nyaga, 2009).

In Kenya CMA requires a listed company to disclose information regarding, business 

strategŷ  market, profit margin, future plans, financial performance and top level executives 

remuneration on a regular basis www.cma.or.kc. Much o f  the information which may not 

hivchcen open to tire public before listing may be used by a business competition to counlci 

J,c listed company in the market.

^•Uonally the companies incurs continuing costs lor periodic reports and proxy statements 

|W f *ith the regulatory agencies and distributed to shareholders (Idaho, 200l).!is(ing also 

H P  to increased operational cost as the company’s management and accounting systems 

** upgraded regularly. Ibis view is corroborated (Kimura, 1999) that publicly quoted
h,v.* ^  generally higher disclosure requirements because o f the listing rules o f the 

B P *  Exchange. For listed Banks, Central Bank regulation require that Banks

http://www.cma.or.kc


publish Ihcir audited balance sheets and detailed income statements not later than March .11" 

ol the year following the end o f  the latest financial year.

public companies me also faced with the udded pressure o f the market w hich may cause them 

to focus more on short-term results rather than long-term growth. The actions of the 

company's management also become increasingly scrutinized as investors constantly look for 

rising profits. It’s possible that this may lead management to perform somewhat questionable 

practices in order to boost earnings and satisfy short term investors (Idaho 200-1)

Despite such expense, it is always possible that an unforeseen problem will derail the IPO 

before the sale of stock takes place. Cvcii when the sale docs take place, most underwriters 

offer IPO shares at u discounted price in order to ensure an upward movement in the stock 

during the period immediately following the olTcring. The effect o f this discount is to transfer 

wealth from the initial investors to new shareholders.

Other than cost a lot o f  time is spent preparing for the IPO ami ensuring the success o f the 

offer. This may lead to derailment o f  other strategic initiatives as the whole organization 

strives to make the transformation u success. (Nynga, 2009) found that the most significant 

challenge facing firm going through initial public offer is diversion o f management lime lie 

further aigucd that die 11*0 process is intense and requires total management focus and 

attention. This concurs with the views o f  (Idaho, 2004) that an IPO issuer might issue 

proprietary information that might weaken it competitively.

(*>ing public involves a significant loss ol control by management over day to-day 

operations through dilution o f the holdings o f the company's original owners (Reference for 

business) I urge shareholders may seek representation on the board and a say in how the 

company is run. If enough shareholders become disgruntled with the company's stock value 

** ftrt,,rc plans, they can stage a takeover and oust management. The dilution of ownership 

P® reduces management's flexibility. It is not possible to make decisions as quickly and 

^cicntly when the hoard must approve all decisions.

1nxn ihc foregoing it's evident that going public has significant disadvantages and firms

whether or not to go public, companies must evaluate all o f the potential advantages 

P ^ u n tU g es  that will arise. I Ins usually will happen during the underwriting process as



the company works wilh an investment hnnk to weigh the pros and cons o f  a public ottering 

and determine if  it is in the best interest of the company.

2.3 How companies make IPOs

A company seeking listing for the first time on the slock exchange offers part o f its securities 

to he subscribed by the public, as part of the listing exercise. When a major shareholder (e.g. 

the government) is the one off-loading shares the shareholder (the vendor), not the company 

retain* the proceeds o f  the offering. This offer is called an Initial Public Ottering (IPO)

The term only refers to the first public issuance o f u company's shares. If a company later 

sells newly issued shores (again) to the market, it is called a "follow-on" offering Ochicng F. 

(2008)

Any company wishing to undertake an IPO in Kenya would have to get the upprovul from the 

Capital Markets Authority before the IPO can l>c curried out. 1 he Authority (CMA), in 

considering an IPO proposal, takes into account compliance with the legal and regulatory 

framework by the company undertaking the IPO.

Once approved, the company is required to issue a prospectus that tells about the company; 

wha’ it does, how it Ims fared and how it expects to perform in the future. I he Capital 

Markets Act requires a certain level o f disclosure. Under this Act the CMA is required to 

ensure that the company offering the shares provides nil the necessary inlbmtalion for 

investors to make informed investment decisions.

H  IPO Under* riling

w Securities, underwriting refers to the purchase o| securities lor resale to the public, either 

Sweetly or through dealers. Ibis is a way o f selling a newly issued security, such as stocks or 

to Investors.

Girding to Rini, B. and Kamlct, A(I995), When u company whose stock is not publicly 

"ants to offer that stock to the general public, it usually asks an "underwriter" to help
j| Jq *

®u  Wor -̂ Hie underwriter is almost always an investment hanking company, and the

may put together u syndicate o f several investment banking companies and

f'Tbc underwriter agrees to pay the issuer a certain price for a minimum number of
17



share*, and (hen must resell those shares to buyers, often clients o f the underwriting firm or 

its commercial brokerage cousin. Each member o f  the syndicate will agree to resell a certain 

number ol shares. The underwriters charge a fee for their services.

2.7 IPO process In Kenya

In most countries the process o f  listing is regulated by a central body. The SEC in United 

States is the regulatory body for all securities. IPO's in Kenya arc regulated under the Capital 

Markets Act, Cap 485A (Capital Markets Securities, Public Offers, l isting and Disclosures) 
regulations.

The Capital Market Authority is the body that regulates capital market activities. "I lie 

authority was founded in 1989 by the Government o f Kenya in as pan o f a bigger need to 

design and implement policy reforms to foster sustainable economic development with an 

efficient and stable Financial system. The Authority licensees all the market players including 

Stockbrokers. Investment banks the central Depository and settlement corporation and the 

Nairobi Stock Exchange.

2.8 CM A eligibility criteria

Firms aiming nt listing their shares in the Nairobi Slock Exchange must meet the following 

requirements;

J. Issuer shall have a minimum authorized issued and fully paid-up share capital of KSh. 

50 million.

2. Net assets immediately before the offering o f  shares should note be less than Ksh. 100 

million.

3. Issuer to have published audited financial statements complying with International 

Accounting Standards (IAS) for an accounting period ending on a date not more Ilian 

three months to the proposed date o f otter for issuers whose securities arc not listed .it

I the Securities exchange and six months lor issuers whose securities are listed at the 
•cturities exchange.

if*  iv»ucr must have declared positive profits after tax attributable i*> shareholders in

l * t  least three o f the last five years completed accounting periods to the date ol the 
offer

18



Upon listing however, (he all activities related to buying and selling o f securities is regulated 
by the NSE.

2.9 Hole of Nairobi Stock Eicliungc

In Kenya dealings in securities (bonds and shares) starter! in 1920’s. At the time no formal 

market existed. I he rules governing stock were by then very loose (Ohio. 2000).

The NSF. ns it is presently known was founded in 1954 following deliberations amongst local 

Brokers. I he aim was to enable trading o f government securities between Nairobi and 

I ondon Slock Exchange which hud helped to recommend rules and regulations of NSE 
(Oloo. 20(H)).

For A long time the NSF. had for n long existed without any formal corporate status and was 

not subject to any form of regulation (Oyugi and Okclo, 1997). Concent had been expressed 

about the lack ol transparency in the dealing which culminutcd in the formation of a 

regulatory and oversight body CM A. Over the years the government further moved to change 

the Stock Exchange body ownership structure front a private limited company tu a one 

limited by guarantee. Ihc listing process is a sequence ol activities as highlighted in the flow 
chart below.

sponsor*.. hsuer and other 
advisers finalise 
documentation, rwportson 
the finer dut.iils rert jining 
the issue

-  „ rut 11 finder 
prospectus

i ......m i 8

►  prospectus 
published and offer 
price announced

P*** * ^  Process Flow for Issuance of 11*0 at Nairobi Stock Exchange 

S°g* c t fa o b i  Stock exchange (1997)

i
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2.10 I M cIciit iinu kct hypo thesis

In finance, the efficient-market hypothesis (FMII) asserts that financial maikets are 

"informationally efficient". I he I'MII holds one cannot consistently achieve returns in excess 

of average market returns on a risk-adjusted basis

According to Wikipedia, the efficient-market hypothesis was first expressed by Louis 

Bachelicr. a French mathematician, in his I‘>00 dissertation. "Ihc  Theory o f speculation". It 

emerged as a prominent theory in 1060s when it began circulation among economists I he 

theory was further developed by Professor Eugene Famu

There are three major versions o f the hypothesis; weak, semi-strong and strong. Weak I Ml I 

claims that prices oil trailed assets like stocks, bonds, or properties already relied all past 

publicly available information. Semi-strong EMH claims both that prices reflect all publicly 

available information and that prices instantly change to relied new public information. 

Strong EMI I additionally claims that prices instantly reflect even hidden or "insider" 

information. According to Fama, (I960) there is evidence for and against the weak and semi- 

strong EMI Is. while there is powerful evidence against strong EMIT

2.10.1 Nairobi Slock Exchange Efficiency

Past studies on NSE have supported the weak form efficiency Dickinson and Muragu (1904) 

studied data from the market and found evidence that small markets such as the NST may 

provide empirical results consistent w ith weak-forin efficiency.

2.11 Challenges in the IPO process

r.xcttuting a company strategy requires access to capital. ( )ne o f flic primary ways to access 

capital is to go public. Companies that have completed a successful initial public offering 

(IPO) know the process involves the complete transformation o f the people, processes and 

s'uilurc ol the organi/ation from a private enterprise to a public one. According to (Murphy, 

2,K»3) Initial Public Offerings are the sale o f a company’s shares upon its first entering the 

P'hlic market. IPOs involve the shares o f ownership or stocks o f a corporation or business 

that arc offered for sale to public investors who can either be institutional investors or 

IIK,'vidunl investors and the purpose o f  the IPO Ls to raise capital.
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2.10 l-'.mcicnl-inurkct hypothesis

In finance, the efficient-market hypothesis (EMH) asserts that financial markets arc 

"informationally efficient". The F.M1I holds one cannot consistently achieve returns in excess 

ol average market returns on a risk-adjusted basis.

According to Wikipedia, the efficient-market hypothesis was first expressed by Louis 

Bachelier. a French mathematician, in his 1000 dissertation, "The Theory o f  speculation". It 

emerged as a prominent theory in IOoOs when it began circulation among economists Ihc 

theory was further developed by Professor Eugene Faina

there are three major versions o f  the hypothesis; weak, semi-strong and strong. Weak EMI I 

claims that prices on traded ussets like stocks, bonds, or properties already reflect all past 

publicly available information. Semi-strong F.MH claims both that prices reflect all publicly 

available information and that prices instantly change to relied new public information. 

Strong EMU additionally claims that prices inslanlly relied  even hidden or "insider" 

inldrmation. According to l ama, (1969) there is evidence for ami against the weak and semi- 

strong EMI Is. while there is powerful evidence against strong EMI I.

2.10.1 Nairobi Stuck Exchange Efficiency

Past studies on NSE have supported the weak form efficiency. Dickinson and Muragu (199*1) 

studied data from the market and found evidence that small mafkets such as Ihc NSE may 

provide empirical results consistent with wcuk-form efficiency.

2.11 Challenges in the IPO process

Executing a company strategy requires access to capital One o f the primary ways to access 

fc'Piiil is to go public. Companies that have completed a successful initial public offering 

x®*0 ) know the process involves the complete transformation o f the people, processes and 

‘■'allure olThe organization from a private enterprise to a public one. According to (Murphy, 

Initial Public Offerings arc the sale o f u company's shares upon its first entering the 

***** market. IPOs involve the shares o f ownership or stocks o f  a corporation or business 

• ^ ,*uu are offered for sale to public investors who can either be institutional investors or 

dividual investors and the purpose o f  the IPO is to raise capital.



Usually, corporations that undertake an IPO do so with the intent o f  facilitating turthcr 

growth and expansion as .1 way to increase revenues ami return on investment (KOI) Such 

was the case with Google's IPO. Google reached a point in its growth cycle where it needed 

the capital to build-out its infrastructure further and have the capital available to finance 

acquisitions in order to more fully compete with Yahoo! and Microsoft.

In their global survey o f top 10 IPO readiness challenges. Ernst and young found that 

‘successful companies treat IPO as a long-term transformational process which brings change 

to every aspect o f  the business, organization and corporate culture. I lie journey to public- 

company status must prepare an organization not only for the defining moment of the IPO 

event, but also for u whole new phase o f  corporate life ‘(Ernst and Young, ?00X)

(here Is not one specific way o f undertaking an IPO process Each IPO has had, and will 

huve. different overriding objectives and challenges (South Africa manual on IPO) Correctly 

identifying those objectives and managing the tensions created by the challenges, forms an 

integral element to the success o f any IPO

2.11.1 Strategic Challenges

Going public is not for every company. Ihc pitfalls are numerous and the stukes arc high. 

Lade of adequate preparation and poor market timing can jeopardize an IPO. All the 

'Uggested reasons for going public exhibit some trade o ff between the benefits o f being 

publicly  traded and the associated costs ( Benninga ct al. 2001) It’s important to understand 

the suitability o f the IPO for the business, given a company’s business model, growth 

Potential and the stage o f ihc company's life cycle.

h ig h lig h ted  previously, there arc numerous disadvantages o f  going public. Outperforming 

^ p a n ic s  weigh the benefits o f going public against the drawbacks, as well as against the 

c°mpany and shareholders’ objectives. The possible benefits o f going public are numerous, 

“eluding; improved financial condition, liquid currency, more capital to sustain growth, 

“■"̂ rtsed shareholder value and share price, incentives for management and employees 

stock  options, enhanced corporate image, a path to mergers and acquisitions, belter 

^ K ^ ^ c i n g  opportunities and the ability 10 benchmark operations against other public 

^ * nie3 from the same industry.
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Successful executives explore potentially attractive alternatives to a public listing, before 

settling on the traditional IPO as the chosen route to monetization The goal is to achieve the 

optimal value for a company’s current situation ami future objectives I rust & Young (200X). 

Compared with the public markets, the private capital markets may be a more realistic, 

feasible, lucrative and less costly vehicle for raising capital.

Increasingly, businesses keep their options open by grooming for more than one source of 

binding Hums B (2004). Alongside IPO preparation, a company’s transaction options may 

include investment by a private equity firm, strategic joint ventures, alliances, private 

exchange and international listings or a combination of the various capital raising strategies.

It’s important to understand the pros anti cons of each exit route and its suitability for the 

company. Executives need to have a clear idea o f  what’s involved, how long the process will 

take, what it’s likely to cost and whether two or more routes need In be run in parallel, l-rnst 

& Young advises a multi-track approach to reduce risk substantially without adding a great 

deal to the cost or lime requirement because similar preparations arc necessary whichever 

route is chosen.

By diversifying its approach, a company can significantly expand its strategic options nnd 

negotiating leverage. I hus, successful companies keep options open during the long 

preparation process, especially in an uncertain financial environment. I he potential 

drawbacks of going public can include: loss o f  control and privacy, limits on 

■magemenfs freedom to act, the demands o f periodic reporting, initial and ongoing 

®tpcnses, the burden o f dealing with shareholders’ expectations and increased disclosure 

rtMuiremcnts (llomstrom and Tirole. I‘><>3)

^  process of going public is not entirely irreversible as firms still retain the options of 

^dining once listed. (Welch, 1999) reports that almost half (45.2%) the firms that went 

Wtfie in (jj,. | 9kq 100-| in I )S arc delisted, one way or another, within live years alter

H*0 manager should therefore explore together with the existing shareholders the 

dlity of de-listing the firm’s shares. This can serve to inform the number o f shares the 
‘PUos to »ll.



Effective IPO manager* must ensure that the timing o f the issue can guarantee a minimum 

return Those who treat the 11*0 as ju s ta  short-term financial transaction underestimate its far- 

reaching impact (Ernst Young; 2010) Successful executives start to plan and make 

organizational changes ut least a year before the IPO. Moreover, they treat the IPO event 

ns just one defining milestone in a larger transformation process. Companies that 

underestimate the time that senior management has to spend on the process do pay it heavy 

price for such miscalculation. Most firms take up to 9 months to prepare for the issue (Nyaga, 

2009). There must be a comprehensive business plan in place to guide the business through 

the IPO process.

Planning is critical, die first step in a successful IPO is a careful exercise in defining success. 

Hums I) (2004). In Kenya a CMA expects an issuing firm to get at least 30% subscription 

rate to be eligible for listing. Successful firms should focus on 100% subscription rate

Hica. with input from ke> stakeholders, executives create a comprehensive business plan and 

detailed timeline regurdmg the operational, financial ami strategic initiatives necessary for the 

company to go public (1 lomstrom and l irole. 1993). Ihe business plan needs to be long term, 

incluoing the 24 months before and alter the IPO Such u business plan should provide a clear 

mad map lor the company of its future direction which may then be communicated to 

lUkcholders Draho, J, (2004). (Ernst & Young, 2008) found out that market out performers 

implement critical changes early enough to allow for the changes to season in the 
an.>n

^  business plan acts us a guide to the entire process providing timely returns fi>r each 

tn*c,-,l 'h-T- Ernst & Young argues that while a private company can function with an 

^ “rouil planning process, institutional investors expect a public company to have a 

8*PcHi|>g strategic plan. Investors focus not on a company's past history, hut rather on its 

direction. Thus, a convincing, well-thought out and well-documented corporate 

t  it crucial Dmho. J. (2004).

survey o f 2008 for IPO out performers. Ernst & Young reported that over hall 

•n our study found that developing and executing a compelling business
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strategy i.s the biggest pre-IPO readiness challenge. At the same lime. *1% o f their 

respondents said that strategic planning provided the greatest post-IPO benefit as it allowed 

their organizations to operate more cOicicnlly.

2.11.2 Economic Challenges

l iming o f an IPO is a very crucial factor in any successful offer. Lindsey, J. (19X9) 

suggested going public when the stock markets are receptive to new offerings, the industry is 

growing rapidly, anti the company needs access to more cupilul and public recognition to 

support its strategies for expansion and growth. The Bank IPO was executed at a time of 

subdued investor confidence, decreased activity at the NSB and gloomy economic 

forecasting. Iltc timing according to market expats was therefore not right. I "here were fears 

that the issue would not meet the minimum subscription rate by CMA o f 10%.

Some empirical regularity suggests that entrepreneurs indeed time their decisions to go 

public. For example, there arc waves in IPOs, a phenomenon called “ hot issue markets" 

(Ritter 19X4). Moreover, these waves arc often disproportkmally populated with firms in 

particular industries.

Bcuninga ct al (2005) investigated the “ hot issue" phenomenon. I hey found out an existing 

cross-sectional correlation in profitability of firms as the possible explanation o f the hot issue 

phenomena. One possible reason for the "ho t”  markets in IPOs is that firms, especially in 

certain industries, face better investment opportunities during some periods than in other 

lines, so that IPOs merely allow for increased fund raising Since changes in macroeconomic 

conditions simultaneously affect multiple industries mid companies, firm profitability tends to 

i ^  Positively correlated. In particular, good economic circumstances positively affect the cash 

k'-w of many firms.

^ rm* go public when their cash flows urc high, which means that when one firm finds it 

to issue stock, so do other firms. Benninga ct al (2008) found out that IPOs come in 

furthermore. since the correlation between the cash Hows of firms within the same 

b  likely to lie greater than the cross-sectional correlation at large, our results arc 

11 with the industry concentration that characterizes waves in IPOs.
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Finally, good economic conditions atTect the cash Hows o f both publicly traded and privately 

held firms. Hence, the wuves in IPOs, which occur when the cash flows o f the issuing firms 

arc high, happen when the cash flows o f publicly traded firms arc high as well, Thus, IPO 

waves coincide with times of relatively high share prices.

While it’s best to go public in the most opportune market conditions possible, it is just as 

important to be fully prepared to operate as a public company (Welch. 1999). Rather than 

simply timing the market, successful managers lake the full time needed for company 

preparations, so that they are ready to launch when uiurket conditions me optimal.

f rom their survey, Kmst & Young indicates that the most common mistake of newly public 

companies is to hurry into their 11*0 just months before the IPO. and before their company is 

ready. Typically, the frequent rush to go public could be attributed to a pro-listed company's 

imminent need for capital, pressure from the advisors or board or the desire to capitalize on a 

limited window o f opportunity in the midst o f changing market conditions.

Unfortunately, these are frequently the same companies whose results decline soon alter the 

0*0 . Often, the more successful IPOs ate launched by the more established and mature firms 

with proven track records and an established brand name Benninga ct al (200X) The growth 

»tagc of a company can be an indicator o f a company's stability and ability to consistently 

generate earnings. Companies that exceed overall market returns have usually implemented 

ihe more time-consuming critical changes a lull I? to 24 months prior to going public (c.g., 

tfmtegic planning, building the team and establishing the internal control, financial and 
•ccounting systems)

l«» time-consuming changes lend to be implemented later on in the process, usually in the 

[*** *** months (e g . public company hoard composition, the investor relations function and 

rniplnjrc/cx ecu live compensation issues)

^*•3 Financial Challenges

^ B t o y  purpose o f most IPOs is to raise capital lor growth. A firm aiming at raising 

■Through IPO laces a number o f risks including insufficient proceeds raised by IPO



process aiul exceeding budgeted cost (South Africa Manual o f IPO). Arkebnucr estimates the 

cost of going public in US as between USD 130,000 and 535,000 equivalent to KSII. 9.75 

Million and 40.125 million while the same in Kenya is estimated at KSII 20 million (Nyaga, 

2009). The major cost related to the process includes; legal, accounting, audit, printing. Ices, 

underwriting and other operational costs on the part of the company. Denninga et al (2008) 

estimates average direct costs o f  being n publicly trailed limi at about 10% o f profits as o f the 

11*0 dale.

This summary is based upon the following assumptions: the company is "clean", meaning the 

articles o f incorporation, the bylaws, and the material contracts do not need to be revised or 

amended; the officers do not have securities laws violations, bankruptcies, or other issues in 

their past; there is a simple capital structure without multiple layers o f securities and debt; the 

company's officers arc available anil cooperates to do much o f the work, particularly in 

drafting the disclosure documents; the company's olficers and shareholders air decisive and 

take advice and follow instructions readily and precisely; the company does not present 

abnormal business risks benninga et al (2008). Ihe cost is therefore bound to inflate in the 

absence o f  the above preparation structures.

from the above estimates, it is evident that the cost o f going public is considerable hence the 

decision to issue an 11*0 must be a rational one. There is need therefore for the company’s 

shareholders and IPO managers to comprehensively analyse the cost versus the benefits of 

issuing the IPO.

2.11,4 Logistic challenges

In the IPO process interpersonal relationships will have u significant effect on the IPO 

"income. If the stakeholders have good relationships they will be able to form a cohesive 

team (11*0 Reference manual South Africa)

only should there be a good relationship among the stakeholders but it is imperative to

jS^*,c the team is competent. On the journey o f transformation into a public company,

depends to a great extent on a coordinated effort by internal management and the

P**y team. In a survey o f  market out|>ciformers globally l-mcst and Young (2008) tup

BgKnkcd a functioning internal team in advance o f the IPO as the fourth most important

challenge for successful listing. Phis concurs with the findings o f Nyaga (2009)
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who found lack o f key personnel to execute the IPO ranking among the challenges 

experienced by firms listing.

As previously highlighted 11*0 issues requires considerable resources to execute. Other than 

the direct financial cost the material requirement and expertise assembly pose a significant 

challenge Denninga ct al (2008).11*0 readiness involves the acceptance and implementation 

of change not just by executive management, hut throughout every aspect of the business, 

organization and corporate culture. Successful managers show llcxibility and willingness to 

implement change (c.g. in the composition o f  the board o! directors, employee incentive 

compensation plans, financial and internal control systems and investor relations strategy)

llierc are risks associated with the 11*0 process which effective managers must strive to 

mitigate. These includes: insufficient personnel to undertake the IPO; experts not dedicating 

sufficient lime to the 11*0 project; relevant IPO stakeholders not working as a team and lack 

of cooperation among the relevant departments m the issuing company (I'mst & Young. 

2008)

From the onset, effective managers must be able to set a team that will dedicate their time to 

the project as successful transformation from a private to a public company depends to a 

great extent «»n a coordinated effort by internal management and the advisory team (Burns. If. 

2vKW). In the case o f market outperformcrs, the internal team is m place and functioning well 

ui advance o f the IPO. The top managers already have the experience and expertise to 

undertake the IPO and operate a public company during the road show and long alter it’s 

f>cr. flic outperforming companies develop the compensation structures which will help to 

tetain and motivate key talent within the organization Draho, J. (2004)

Mttkci outperformcrs also select experienced advisors, including underwriter, auditor.

nn<l investor relations executives with whom they will work in close collaboration. 

r * *  ttt*v«sorx help to prepare the business carefully, introduce the right investors, sell the*

* s,or>' and. most significantly, put a value on the business that reflects its position 
^  MIentia!
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Before listing, an organization's financial, accounting, tax. operational and II p re s se s , 

systems and controls must be able to withstand the rigors and scrutiny o f public company 

status.

Before going public, executives should have in place, the infrastructure (o f people, systems, 

policies, and procedures), which will enable the production o f quarterly and annual reports in 

compliance with regulations. Due to competing interests in the process from the three main 

MClors-issuing firm, underwriters anil investors, Druho, J. (2004) advises for IPO managers to 

have as precise goals for the project as possible Currently, compliance o f the infrastructure 

with local and foreign regulations is n major undertaking As more countries around the 

world require IFRS for listed companies, differences between local and foreign regulations 

will diminish. However, it's still a significant endeavour for a company to change its local 

accounting standard to meet IFRS standards.

Past investigations show that a strong infrastructure should facilitate regulatory compliance, 

protect against risk exposure and provide guidance to meet or beat market expectations 

Drnho, J. (2004). Furthermore, such an infrastructure will ensure business execution 

continues apace despite the focus on the IPO transaction, Prc-listcd companies need to 

improve their budgeting and forecasting capabilities, enhance external financial reporting, put 

financial statements in order, prepare to comply with local securities law and consider 

potential 11*0 accounting and reporting issues. Companies may also require some corporate 

housekeeping (Bums, B. 2004). For instance, they need to consider whether the existing 

corporate, capital and management structures arc appropriate for a public company and 

’Whether the transactions with owners and management have been properly documented.



2.12 (nm cpliiu l Framework

I he conceptual framework below relates the Independent variables (challenges o f managing 

an IPO) with Dependent variable (successful initial offer). I lie independent variables 

considered arc; Ixonomic. Strategic. Logistic and financial challenges. Die challenges 

highlighted have a direct influence on the success o f the IPO. On the other Imnd the success 

of an offer cun be gauged from the subscription rale. In Kenya the body governing public 

offers expects a minimum subscription rale o f  30% hence firms with subscription rate above 

that rate can be deemed ns successful. Additionally, when firms issue 11*0 to raise capital, 

achievement ol the cupital targeted can also !>c used as a benchmark for success.

In managing an 11*0, managers also have to contend with fuctors beyond their control which 

may serve to facilitate the oiler. Ibis include; Industry environment, influence o f competition 

and regulatory controls. Industry environment refers to performance of the specific industrial 

sector while level o f  competition from similar linns may also hinder or facilitate the offer. 

Regulatory control refers to the laid down stmetures by the relevant bodies to facilitate and 
guide the process.

In the framework, intervening variables that may hinder the success fit I offer arc also 

considered. One o f the variables is investor confidence which is well beyond the control of 

the IPO managers. The prevailing performance or projected outlook o f  the stock market at the 

time of issue has a direct influence on the successful offer.
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CHAPTER THREE 
RESEARCH METIIODOI.OOY

3 . 1  Introduction

This cluiptcr deals with the procedures that were used in conducting the study. It is comprised 

of the aica of study, research design, sampling procedures, validity and reliability, large! 

population, data collection method, instruments and data analysis

3.2 Research Design

For the purpose o f this study, a survey design was adopted. The design best suited this study 

since it allowed for an in-depth study o f the successful listing process of the Initial Public 

Offer It also focussed the study on gaming a rich undeistandmg o f the context o f the research 

floJ the process that was followed

3.3 P a rg e t  P o p u l a t i o n

The target population for this survey was Cooperative Dank IPO stakeholders and investois 

Tho stakeholders considered licie includes the transaction advisors, tiansaction brokers, legal 

advisors, reporting accountants, public relations consultants ami Marketing and advertising 

lltanls.

3.4 S a m p lin g  p r o c e d u r e

Hit the purposes of this survey quota and purposive sampling was adopted The population ol 

vtudy was segmented into 2 majoi gioups These were the managers involved in IPO 

r tatnagcnicni from various stakeholders in different capacities and the prospective customers 

^ u s  approach gives a holistic understanding of the process and includes perspectives of both 

llte tellers und tlic buyers. A total ol 23 questionnaires were tilled by the IPO managers while 

HP<|ue$tionnaircs were tilled by retail and investors.



Tabic 3.1 Sum pliug fram e

Respondent segmentation
No. of Sampled 

Respondents

Cooperative Rank Steering l  earn 6

l ead Transaction Advisors 5

1 ead Sponsoting Brokers 4

I cgul Advisors 2

Reporting Accountants 2

Public Relations Consultants 3

Maikcting anil Advertising Consultants 3

Retail Investors OX

Total 93

Tabic 3.1 shows the sampling fiame used 

J.S Data Collection

To achieve the purpose o f tins study both primary and secondary data collection methods 

*ctc used Primary data was collected fiom the IPO steering managers and investor* Ihiouglt 

t Into stnicluied questionnaire. Ihcse are the Rank's staff and odter stakeholder's 

institutional stall who were involved in the IPO Sleeting committee on a day-to-day basis

To triangulate the primary data the researcher also tovicwcd btoehures, piospcetus, picss 

•tkases and other related liteiutuic to the Cooperative Dank IPO.

* * Validity and Reliability

Bh<Wcst method was used t«» check the validity and icliahility of the questionnaire. I he 

?»lidiiy was |eS(Ct| j,y prc-adminiKleiiiig the questioners to 5 master's students and S 

tve Rank stuff in middle management who tilled them and made comments on llteii
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understanding ol tire quo si ions and (licit relevance lo tlie research men Tiro reliability of the 

mnlriinicnt was tested by gauging the understanding the same question by the 10 lespondenls

.1.7 Data Analysis

The survey approach adopted lead to qualitative data For the purpose of analysis the 

researcher adopted a content analysis method Infeienecs and meaning made from 

res|M»ndents ami other information from reviewed materials formed ihc basis of conclusion 

lire research objectives were used lo guide conclusions made

Ihe resear elier used Ms Ixcel for purpose o f analysing the data collected

3.8 Summary

Tbit chaplet discusses ihc methodology to be adopted in ibis investigation A survey design 

was adopted llns design suited the study because the focus was on gaining a licit 

understanding of the context of the research and tire process that was followed.

Ihis study identifies Cooperative Hank as ihe unit o f analysis and focused on tire challenges 

of an 11*0 process I'he bank was selected as the unit o f study l>eing ihc Iasi one lo issue an 

IPO and also due to the harsh economic environment in which tile ll’O was carried out

Quota and piuposivc sampling procedures wcie employed m this study. Data was col lee let I 

by way o f interview through open curled questionnaires. As a supplement lo the primary data 

»bc researcher also reviewed brochures, prospectus, press releases and oilier related literature 

lo ihe Cooperative Hank 11*0.

The survey design used led to qualitative data For the purpose o f analysis ihe researcher 

a.i.iptcd a content analysis method Inferences and meaning made from respondents and other 

ation from reviewed materials I'oimcd the basis of conclusion while the research 

lives were used lo guide conclusions made



C'llAPTP.R FOUR
l»A IV ANA I V SIS, INTK RPRF.T A I ION ANI) PRESKN I V I ION 

-l.l Introduction

I his chaplet discusses llic analysis ol ihc tabulated raw data obtained from the field through 

questionnaires Ihc data was presented using descriptive statistical tools such hh frequency 

tables. Interpretation of the analysis was then done to obtain the answers to rcscaicli 
questions.

Ihc analyzed data was obtained from the sample population which comprised o f the investors 

ami IW) managers. Ol the 25 IPO managers targeted 2.1 respondents were available foi 

interview representing n ‘>2% response tale while all the retail investors targeted were 

interviewed representing a 100% iatc ol response

4.2 Respondent Profile

lhis rcscaicli drew its respondent from Cooperative Hank 11*0 steering Committee, retail 

investors nnd other IPO stakeholders transaction Advisors, transaction Brokers, legal 

Advisors, Reporting Accountants, Public Relations, Market and Advertising Agents

lire retails respomlcnts were picked on a convenience sampling Of customers visiting several 

brokerage firms and Hank outlets The researcher considered all the investors visiting the 

brokerage linns as eligible for responding to the questionnaires. I hose who bad invested with 

ihc Cooperative Hank shares were eventually singled out as respondents The rcscaicli 

lered Imih tlio.se who had already sold then Cooperative Rank shares (Short term 

Jis) and those who were holding for the long term.

T2.1 Age profile of Respondents

fiotn an analysis of age profile the research found that majority of those interviewed weic 

I above the nge o f  45 This is the age group that has lolalivcly more experience in investment 

R™  i* more likely to invest in shares as a long tenn investment Only 10% of those 

ed wcie in the age group 20-25 Majority o f  people at th.it age are either in college 

just graduated hence they have limited capital to invest It’* therefore evident that 

investors allow 45 years would tiirm a sizable 11*0 target one cannot entirely ignore

I
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invest at this age may he ambition, lugh income and higher risk appetite IPO inanagcis may 

have lo give gjeater focus on this group as they are more likely to he opinion shapers for 

Ihosc below 25 years and the group above 45

from the data analyzed the uuuibci of those who invested m the Cooperative Hank fl’O 

seems to int tease with every age group. Hie managers must therefore find ways of appealing 

to all the gmtips considering the age variation Figure 4 I summarizes the change in number 

ol investors against the change in Age gioup I lie upward Item! suggests that tlie nunihci ol 

those likely to invest in shares i net eases with age

Table 4.1 Summary of age of respondents interviewed.

Age o f respondents in years f %

20-25 7 10
26-30 9 13
30-35 II 16
36-40 II 16
40-45 12 IX

•45 17 27
Total OX Hit)

Figure ' Change in nuiiiher o f Investors against the change in Age

Summary o f change in number o f  investor* against the change hi Age group
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•4.2 Occupation o f Respondents

Ihe icscaroller analyzed the data received to determine tiic different occupations of the 

respondents. From the findings 63 % o f those interviewed were employed The high nunilici 

can be attributed to the ability of those employed to access loans Irom welture or Sacco’s 

which improves then purcliasmg power

A number of employers also organizes binding arrangement with financiers foi their staff to 

access loans al a lower cost hence ease o f  accenting capital Only 25% ot those interviewed 

weic in self employment The variation between those employed and those in self 

employment can be attributed to the poor performance ot businesses at the lime of 

employment limiting the surplus available to invest in slin ks

Table 4.2 Occupation o f retails Investors

Occupation of Retail 
Investors f %
Student* 6 0

Formal Fmploynient •13 63

Self - employment 17 25

Kctiicd 2 3

Total 68 1(10

4-3 Number o f years invested hi slock

tescarchci also set upon to investigate the nitnilier o f years the respondents had invested 

■Ullock 35 % of the ivs|MiiidcnU indicated to have invested in slock foi mote llwn 10 years 

instructive to note dun 25 % of the respondents indicated to have invested m stocks for

h ■Mihan .3 year Dus may be explained by Ihe lad  that the stock phenomena opened up after 

win, ihe Kengen ff’O explaining why i»S% of the respondents have invested lot a pcnod

L
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I able 4.3 numbers ol years respondents have invested in stock

Investment in 
stock (Y ean) r %

1 .ess than 3 years 17 25
3-5 Years 14 21
5-10 years 13 10

Above 10 years 24 35
Total 68 100

4.4 Sources o f IPO Information

I lie rcscaidict also set out to lind out the sources of infbinialion loi tlie IPO I lie objective 

vsas to evaluate the communication challenges that faced the ll’O since it's effectiveness can 

he ielater 1 to infonnnlion availability. Hie data below summari/cs the mam sources ol 

infoimatiori by the respondents.

I able 4.4 Sources ol inforuiallirn on Cooperative Itank 11*0 

Sources of Information on Cooperative Bank IPO lor Retail Investors
r____  _ %

Brokers 4 ft

friends ! ollcagwcs I ft 24

News Item 7 10

Advertisements _________ 41 60

Total 68 100

Ftoin the data collected. 60 % ol those interviewed indicate to have received their 

information from the numerous adverts that the Hank’s IPO marketing and advertising agents 

Plat'ed in the media. Ordinarily most investors aie expected to rcfci to their lookers for 

•dvicc The findings bom the tesearch indicate otherwise. Only 6% of the ictail investois 

BPcdon tlicir brokers for advice. 25% o f the interviewees relied on friends and colleagues as 
^'Wce of investing advice.



4.5 Strategic C hallenges

I he researcher also evaluated the Strategic challenges that the IPO faced I he retail investor 

were asked what challenges tlwry faced while placing orders lor the 11*0 shares Table 4.3 

below summarises tlrcir res|H>nse.

I able 4.5 t liullvngcs laced by investors w hile placing shares order

M i s t r id e  l a r n l  w h ile  
p la t in g  < n o p e ra t iv r  
■ tank 'h a i r *  o r d e r

f %

la c k  o l  p iu p c t 
in fon iia tion 17 25
O p en in g  f i r s t '  
accounts 46 68
Lack o f  en o u g h  sales 
outlets 2 7 J 2
Few  C o o p e ra tiv e  Hank 
lb  .niches 24 35
Feai o r
oversubsc rip tion n 19
1 o n g  q u e u e s  at the 
sates ou tle t 33 49

Majority of retail investors (68%) indicated that opening ( DSC accounts was the main 

challenge they laced while 49% of them placed the lung queues at the various sales outlets as 

a challenge Only 2S% ol retail applicants said they had n challenge with infottnation 

availability regarding the sales while 19% rated oversubscription as a challenge 24 

respondents representing 15% ol all retail investors indicated that the lew Cooperative Bank 

branches available posed a challenge to their placing of slimes ordei or getting the relevant 
■formation

bt order to get an all rounded response the researcher risked the IPO .steering Committee 

Wwnbcrs wltelltor they raced any significant strategic challenge in the running o f the ll’O 

All the 23 (100%) said they bleed challenges Result from the respondents was as
followS,
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I able 4.6 N um ber o f ( om m ittcc n irm b rn  who ra m i challenges In the process

D id  yo u  fa c e  a n y  s ig n if ic a n t ( %
c h a lle n g e  in  llic  I P O  p ro c e s s ?

Yes 23 IOb

No 0 0

The respondents were also asked to name tire challenges they fared to which they responded 

as per 1 uble 4 5 Hie strategic challenges arc not listed in any particular older

l able 4.7 Strategic < hallcngcs to 11*0 managers

Strategic Challenge* ram i in thr IPO niaii.igt-mt-lit Process

1 Mu si news Processes Rcntiucturing
P ie  IPO  p io e c d u rc s  •V a lu a tio n , I rg a l  m id  b u s in e ss  <lnc 

?  d ilig en ce

3 Recruiting of advisory team

4 In lra a tru r lu rc  le a d  m ess

5 Selling the idea to Moaid of Directors

6  S ta f f  Kc o rien ta tio n

/  O w n ersh ip  K c stiu c tu ic

In order to ilrtciminc the signincance o f encli strategic challenge, the respondents were asked 

to rank the challenges from the most significant to the most insignificant The results aie 

summarised hi I able 4.8



I able 4.8 Signiliraitrr iif tbr Strategic ( liallcugr to IPt I manager \

Significance 
of the 
Strategic 
challenge

Most
Significant

1

Significant 

f  %

Nil tiler 
significant
nor
insignificant 

f  %

Insignificant 

1 %

Most
Insignificant

r  %
B usiness
P rocesses
R estructu ring

20 87 3 13 0 0 0 0 0 0

Inti js tm c lu ic  
teadincxx 20 87 1 4 1 4 l 4 0 0

S u i t  Re- 
o n c iila tion 1? 52 II 48 0 0 0 0 n

R c cn n tiiig  o f 
advitory lean t IK 78 5 22 0 0 0 0 0 0

O w nersh ip
R estructure 15 65 6 20 2 0 0 0 0 0

Selling  IPO 
idea to  B oard  
o f  D irectors

It •18 12 52 0 0 0 0 0 0

Pie IPO 
p roccdn ies  - 
V aluation, 
le g a l  a n J 23 to n 0 0 1) 0 0 0 0 0
buxine** iluc 
diligence

k,,,m lhe findings all the respondents ranked Pre-IPO procedures as the nn»st significant 

challenge they faccil Business processing restructure and Infrastiuctuie development were 

I Mnkc'* a* the next most significant strategic challenges by 87% respondents while 78% of the 

respondents said that recruiting o f advisory team was one ol the most significant challenge 

ftfa the Management of the IPO process. The respondents also tanked Business Ownership 

L ktnjcture. slat! reorientation and selling the IPO idea to the Board or Management as 

|  tanking among tin* most significant challenges with 65%, 52% and 48% respectively.

4 ,1 s,r«legln lor overcoming the Strategic IPO challenge*

^O rd e r to overcome lire challenges highlighted in (able 4 6. the reseaa-her asked the 

Hlcnts to name the strategics used to overcome them. Table 4.7 summarises the various 
8>cs that were employed.
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rnl>IM.9 Strollers mm iI to manage ilir ilraleKlc Challenges

S tra te g ic  < liallcngr* faced  
in  fh r  IPO m n ira g r in rn t
Process
1 Rusme*. Processes 

Rest'm inting

? f'rc IPO procedure* 
Valuation. Legal aimI 
business due diligence

l  Recruiting o f  advisory 
team

-1 Infrasit ncture itiiprovemcnl

5 Selling tl>e idea to Board id 
Diteclors

ti Staff Kc'itnctilation

7 O n n th ln p  ftc itn u tu ie

Strategies used to overcome the Challenges

Enhancement of the existing Buxines* Processing center 
O ra tio n  of An 11*0 center to  coordinate all l l 'f l  activiliei 
t cutralwation o f  othet key business pox es*
Engagement o f  competent valuers and Audit firm !•» undertake 
valuation
Engaging the Bank* irgulntor < rntral Hank o f Kenya in the whole 
lirocess
Setilcment o f  statutory paym ent! tents, rate* nml other 
encumbrance* with the relevant bodies 
I 'iig jgm g cotn|K-iciii Legal ex|terts in transform ation process 

U»c ol companies with past experience in IPO*

Enhancement o f the existing 1C I infrastructure 
com puteriration o f  key h u tin rts  piocesses 
I .'sc nfpost IPOs in tlie induitry lo explain benefits 
Pn>pc! annlysis of Pro* and ( 'oim o f  ll't > to justify atgumcnl*

Internal training o f waff hy D ivm orul I eader*. Rcguiai updates
through emails and memos on program
Stall roles revised to  ontinpaie IP O  activities
Seconding o fC om peirn t hi a I f  to  crucial nuppoit area.
Classification o f  Share* into two A A; ft
( 'Icai identification o f  C!a*a o f  shat e* on *.tlc, t 'oitsnlidation of
diAicH lield by 57UOO Cooperative societies nwmbctn into one

tnuisfoi mattoii o f  the bank fmm a  society to a limited company
formation of subsidiaries to take over key turn Hour of previous 
companies
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I able 4.10 £ ffri'tiv cn t‘.ss of xtratcgiox

Sli alrxlr
(  ballnigrr faced in
lh» IPO V f U t f J is  used lo nvrrrom r Ihr Very
m a n g n a cM  ‘  t lle c lK r
Pi oc* m

Iflrc tlsr

lirlllici
effective
nor
Inellec live

nol
rllrctitr

my
ineffective

I llutum*
Pnxe&tcs
Keviiiirturmg

2 Pic IPO 
pioccdtliea 
Valuation,
I o m < anJ 
husmrt* due 
ilibyrnrr

l  Rortmlins of 
advttoiy Irani 

4 InfraMiuclurr 
ntV'nvrmcn

4 Selling Ihr 
idea In HoaiiI 
nl IN i ci Una

»• Stall Hr 
onrnlalioti

1 Ownership
Hc» li inline

1 nlwinniKia I»r ihr exitling 
BuiimHi Processing IPO center u> 
coordinate all IPO activities

Cication o f An IPO center lo 
I  nordinate all H im uk -m  aclivmei

22

21

W i 

100

1 4

li

0

0

0

<1

0 0

0

n 0

(!

Cetilrali/alinn of oflici key 
Innines? proem

20 Iff 3 13 11 0 0 n 0 fl

1 nje.iV.rsiicnt o l coitrprtenl valuer, 
ami A lain rum to inulrriakc 
valuation

22 *x. 1 4 11 0 0 0 0 0

Inyayiny. ihr Bank* regulator 
Crolial Hank nCKrilva in Ihr 
whole piocrn

n 100 0 li 0 0 0 0 ii 0

Srlllcment of sUintniy pavmeuls 
lent*, liner ami oilier 
encumbrance* with the iclevanl 
U x lm

22 9ft ■I 0 0 0 n 0 0

rnuagiiiK competent Legal 
rspertt in ttanxfiitmalinn pincrsa

23 IfHI 0 II n 0 u 0 i> 0

1 H r of experienced roenpimic* as 
adviaon

19 81 2 9 1 4 ii 0 0 0

rnhaiKcuwie n l itw cxmiug I d  
infrastructure

18 /X 4 17 1 4 o 0 0 0

cninpuirriza(iuiM»l key bittHiCSS
|NU<;«MI

22 ■Xi 1 4 0 0 0 <i 0 0

U*e of Panting example* in llir 
mduitry lo Captain benefit?

2.1 ICKI 0 (1 li 0 0 0 ii 0

Proper analysts ol Pro* and ( on* 
of IPO hi justify arguments

21 100 0 0 0 11 0 i) n 0

hiwitul naming of sun  hy
Pivmunal 1 eaders, KvgiiWi 
updates lliiougli email* ami 
■nemos on projttet*

21 91 2 9 0 (1 n 0 n 0

Staff io|(5 irvixrd *i anfieipalr 
IPO activities

22 W 1 4 0 (1 o 0 0 n

.Seconding nf Competent SUIT lo 
crucial support aroai

2 1 IU0 0 0 11 0 0 0 0 0

( las-o fir minii id Shams mlo two 
A *  R

21 100 li 0 (1 0 ii 0 o 0

Cleat identification off law  of 
share* on sale. Conrolalalion of 
slsaies held by Cooperative 
society embers into one

21 10(1 II 0 u 0 0 0 0 0

transformation o f Ihr hank fiian a 
uwririy lo a linuleil company

23 IIN) 0 0 0 0 0 0 0 o

InrnMliori ol iiihsiriimic* lo lake 
over key functions tifprcxfout 
coiigumirs

23 l«0 0 u 0 0 0 0 0 ft

Avcragr 1 l lr c llirn ro 22 9f» 0.8 4 0.2 o r/. 0 ov. 0 o n
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l.iMr -17 highlights the strategic challenges and the strategies used to overcome them 

Evidently combinations of strategies were used to ensure success I he researcher nlso set out 

io determine the extent to which the strategics used were successful in the management of the 

process.

lire findings indicates that 96% of the respondents found the strategics employed as very 

effective in overcoming the strategic challenges encountered while 4% respondent indicated 

the strategies were effective None of the 23 respondents found the strategics as being 

ineffective

4.7. Keouoiuic ( liallcnges

I lie pre-Ilf) environment as eailier highliglitril in this Chapter's introduction was 

characterized by high inflation, low iNisiness and high unemployment This research 

evaluated the economic challenges that the irlail investors and l i t )  steering committee faced 

The retail investors were asked the economic challenges they laced fable 4 V summarizes 
the findings

I joni the findings lack, of capital and lack o f confidence to invest in the market were 

highlighted as tlie main challenges by 36% of the respondents. Only 16 % of the retail 

investors mentioned high cost o f the share as n challenge while increased cost of living 
accounted for 32%.

lhe  findings concurs with the Stakeholders in the IPO’s wlm ranked the ranked Lack of 

confidence as the most significant economic challenge they faced while the Cost pci xhnrc 

was ranked as the least significant challenge. In contrast to 33% ol retail investors who 

ranked increased cost o f living us the most significant economic challenge no steering 

roinmtllcc mcmlK-r ranked the cost as most significant factor



I able 4 .11 Significance uf tin- economic challenges fact'll ii\ Investors

S ig n if ic a n ce  
u f  the 
econom ic

M o s t
S ig n if ic a n t S ig n if ic a n t N e ith e r  s ig n if ic a n t 

n o r  in s ig n if ic a n t l iis lg n itic a ii l M u si
In s ig iii l ira n

ch a lle n g e
_f % f % f % f % f %

1 aok of
enough
capital 26 38 34 50 8 17 0 0 0 0
1 ack nf
confidence hi 
llic Mock 
market 36 53 25 37 7 HI 0 0 0 0
Increased
cost of living 
High xliaic

33 49 24 35 II 16 0 0 0 0

COM l) 0 2 3 n 19 44 65 9 13

I able 4.12 Significance of economic challenge* faced l»y I TO niiiuugers

Significance
o f  th e
e c o n o m ic
c h a l le n g e

la c k  o f  
enough  
capital

la ck  of
confidence  in 
the Mock 
market
Increased 
cost o f  living

l l 'td i S h a ie
CoU

I'lO S I

Significant MKnin“ n '

Neither
significant

nor
insignificant

Insignificant Most
Insignificant

f % f _ % r t % r %

9 19 9 39 5 72 0 0 0 II

14 61 9 39 0 0 0 0 0 0

0 0 9 19 13 57 1 4 0 0

0 0 2 9 13 57 6 26 2 9

Plwm ‘,K*tjb,c number oflhoac who ranked luck ol confidence in die market ns the most

*«KOificani economic challenge was 61% while only 39% of tl*  respondent said lack of

capital as important. Both die retail investors and dir Sleeting Committee members

•»e«l that the High coal o f share was not a significant challenge ^7% of the Sleeting
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Committee member* interviewed indicated tlinl the Shine cost was neither significant not 

insignificant Ibis compares with 19% ol retail investors. Majority o f retail investors 

interviewed 65% said that the cost of share was insignificant to tlieii decision making 

regarding Coopci.itivc Hank shares purchase

•1.8. S o  a irg irv  u«r<l to  o v e ic o m c  th e m

I a b le  4.1.1 S tr a te g ie s  u se d  to  o v e rc o m e  K c o n o m lc  c h a lle n g e s

S tra te g ic *  In o v e rc o m e  Ib i'in

lix tc n s io u  o f  c red it fac ilities to  c u s to m e ts

K cgulai a ssu ran ce  hy  M a ik c t le a d e rs  o f  s tab ility  
P ro m o tio n a l a itic le s  o n  n eed  to  invest ai th e  d iscoun ted  
p rice s  by  s lock  experts

P re feren tia l c red it ra te s  refills o ffe red  lo  custom er*

D isco u n ted  sh a re  h o rn  14/- to  9 .V -

4 .9 . l o g i s t i c  t l u i l l e n g c s

I he fe.scmchcr was also interested in cvahiatmg the logistical challenges that the IPO stecimg 

team faced. In the previous findings. 24 (35%) o f the retail investors had indicated that few 

number and distribution o f Cooperative bank branches posed n challenge lo them while 

plm-iug their orders 3.3 respondents representing 49% ol those interviewed said the long 

queues at the various sales outlets were a challenge lo them The table below summarises the 

logistical challenges that faced the IPO managers dining the process

Table4.14 logistic challenges encountered l»y I P O  Manager*

lo g is tic a l  C hallenge*

1 C ash  H an d lin g  a n d  d e p o sit

2 Security

3 T im e ly  D e liv e ry  °* sh a re s  o rd e r from  n p cuun trv  sale* outlet*
4 Personnel

in fo tu u ilm n  d isse m in a tio n  lo  a ll s tak eh o ld ers  

f* I im e ly  A ppm v .il o f  lo an  slia ies

P a rtn erin g  w ith  o ilie r s ta k eh o ld e rs

K eoiifim ic c h a lle n g e

Lack o l  en o u g h  cap ita l

I ack ol confidence In die stock, 
mnikrl

Increased cost o f  living 

High aluuc cost
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4. In Significance or tlir logistical c hullciigcs

Ihc resjKnuIrnls were also asked lo rate ihc significance of the logistical challenges in order 

to dcWntlinc the .strength of each I able 4.13 summarises the outcome

I rotn die table majority ol rcs|>ondcnts 83% (IV) ranked Partnering with other stakeholders 

as the most significant logistical challenge they faced while 65% (15) cash handling and 

reconciliation by various agencies us the most significant challenge. I he other most 

signilVaiil logistical challenges were Information dissemination to nil stakcholdcts nt 61% 

ami finely delivety o f shares orders from u|>countiy outlets at 57%

None >>f the respondents interviewed thought Security was the most significant challenge 

I his cm lie attributed to the fuel tluil most processes had been computerised as evidenced by 

tlie %‘i. ol the respondents who said that computerisation o f key processes was very 

ellccti>e. Majority of the respondents 4X°„ said Uuit security was neither significant noi 
insignificant ns u logistical element

I Nhlr4 15 Significance nf tlir I ogislic (  liallcngrs

logistical
Ihallrngcs

M m l
Significant 

f  %
Significant

r  %

Nrilhci 
significant n*u 

ln«lgnlllranl 

f %
liolgnllli am 

1

Most
Insignificant

r___  _% _
C*r Handling

1 ml
HnvSK iliatl<Mi

15 65 4 17 4 17 0 0 o ft

2 Seemly
Tm ly
M iterynf
sluts Older

n 0 10 43 II 48 2 V 0 ft

3
IllMl
Ujewntry 
sairt outlet*

13 57 III 43 0 0 0 n 0 0

4 tVunnrl
InSiinaimn
d»«ninaiH>n

13 0 3V II 48 ii u ft II

3
to III
nito*i>l<ki * 
Tl*»ly

14 61 V IV 0 0 0 0 »  0

6 A|^»ral i>| 
loir antes 
PfcwrinR with

6 26 II 48 6 26 ft ii o o

7 otla.
•MlOddc.s

IV 83 4 17 0 0 0 ft 0 ft
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A significant mimlrcr o f tcs|>«mdails (48%) did not find I'eisonncl significant of insignificant 

Only W u of the respondents said I’eisonncl were ji significant challenge in the process

l . l l  Strategies used to manage the Logistical Challenges

In the rcseaieh, the respondents weie asked to indicate the strategies they used to manage the 

Logistical challenges faced Ihe IPO managers used varying strategies t<• manage the 

logistical challenges. Some o f the stiatcgics had l»ccn put m place long before the issue while 

otlirrs were a lesjHtnsc to a new challenge

fable 4.l(i Strategies used to manage the Logistical < lialleiiges

l ogistical (  liallvngcs Sti atcgics used In  manage (  liu llcngo

I Lash Handling ami deposit Requirement iluil investors use a deposit slip as evidence 
of payment Lnilrahzalion o f 11*01 ash services

)  Security Bairn security piovidcd liy list! Sai o n ly  provider

I im ely D elivery o f shares order Increased number ot deliveries by cornier services lo 
from upcouiilrv nalrs outlets bead office*

4 Pciaomcl

y liifm malion dissemination to nil 
stakeholders

llin n o  casual staff for llie lor ihr extra workload

Introduction of night shill lor key depat tiiiciilx in Ilia 
Ixsnk

Increased working hours for normal Muff 

Dedicated one Atop simp lor nil ll ’O  communication 

I bring casual staff fm lire for the extra workload

b  tim ely Approval of loan shares Introduction of nighl-ahill tor key depaitineiits

Incrm sol working hours for noimal staff

7 Partnerimr w ith other stakeholders
l-atahlikliment o f an office staffed with ull stakeholders 
staff
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1 able 4.17 Effect I veneaa of (hr sirafrgir* uvctl in managing I lie logistical t  It a llcngcs

N either
1 ogistiral 
< hallengrs

Strategies used to manage 
Challenges

Most
effective I- ff relive

tlgidH ra 
nt unr 
Effective

Ineffrctiv
c

Most 
1 at fleet) v 
r

r % 1 f % r % r *

< «.h
1 Handling 

and deposit

Requirement that investors use 
a deposit slip as evidence ol 
payment . Centralization of IPO 
cash service*.

10 81 4 17 0 0 n ft 0 0

2 Set niity I'xtra ccctadv provided by tlic 
Security provider

16 70 7 It) 0 0 0 0 0 0

I imcl v 
Delivery of 
than* order 
from
iipt'Ounlry 
inlet outlets

Increased number of dfliveticD 
by courier services to bead 
office*

20 87 13 0 0 A

Hiring casual staff lor the fix 
the exrra workload .

J  Pctsomvl Introduction of night shill for 2-3 1110 0 0 0 0 0 0 0
key department*. Inci cased 
wot king boors for notm.il Mall

Information
ibsscminatin Dedicated one stop tho|> fot all

22n to all 
HakebuMm

IPO communication

lliiing casual staff lor the foi
Timely the cstia workload,
Approval of Introduction of night-shift for 14
loan iliarc* key department*, Increased 

winking hour* foi normal stall

Pjihtenng 1 -Mahlishment of an ofllce
with other •taffed with all itakcbohlrrs 20
stakeholders staff

90 1 4 I) 0 0 0 0 (1

61 5 22 4 17 0 0 0 0

nt 3 13 II 0 It 0 ft 0

4.12 IP O  l innnclH l c h a lle n g e s

llte researcher also examined ihc lin.iiuinl challenge* lo rite IPO. This wax achiecd by 

asking ihc IPO managers die financial hurdles that they faced.
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I able 4.18 Financial challenges fncctl

Financial Challenges___
1 Legal foes
2 Accounting costs 
I Amli! lees
4 Pnniing/Staiioncry cosis
5 Kegulatoiy fees
ft Underwriting Costs 
7 Operational cost*
B Advertising l  I'romotlon costs

I lie icH|Kiiklcn(.H were asked to rank Ihc costs from the most significant. Ihc results from the 

rankings are summarised on Table 4.16 Prom Ihc summary Operational costs are the most 

significant in the IPO management at 83% followed by the regulatory fees nt 65%. 

Advertising and promotional costs were the most insignificant ai 11% I hc legal costs were 

significant at S?.% which may be explained by the fact that the firm had to transform from a 

society to limited cornjwiiy

Table 4.19 Significance of the Financial challenge

Mgnlllt'amr ut 
tile Financial 

fhall* nge

M m I
Significant 

t  %

Significant

r %

•Neither 
significant nor 
Significant

1 %

liivignlHcaiil

r %

M m I
IllvignifUanl

r %

1 legal fees \7 92 9 39 1 4 i 4 0 0

Accoiinlni|i 
l  C<Ml« a 39 8 IS 4 17 2 •J n 0

1 Audit fees to 41 13 5/ 0 0 tl n 0 II

Printing 1 
4 Stationery 4 17 f. 2b 11 48 2 9 0 0

Regulatory 
S fees 1*1 69 7 3(1 0 0 1 4 u 0

1 'inter willing
6 lees r. 76 13 r>7 3 n 1 4 n 0

Operational
7 cost* 19 83 4 17 0 0 U 0 0 0

Advertising > 
B Pininiitiivt 8 Vi A 17 8 39 1 13 0 0
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4.13 Managing Financial challenge*

In spite ol ihc numerous costs th.it faced the IPO process, the 11*0 managers employed 

various management skills to overcome them 11k* research examined the strategies and the 

effectiveness in managing the challenges.

I able 4.211 Strategies used to manage Financial challenges and their effectiveness

Most Netlber
Managing Financial .. , Effective vlgntfli tint mu lacffcrllvc

thallrngc* Effective

f % r % r % r ____ %

Use nf Ihc Banks 1 cgal 
1 Department » here 6 2d 17 74 n 0 u 0

necessary to assist

Most
In r l lrc th *

0 0

Using L im .i i I lor
2 communication a* o|i|xi«r<l 23 100 U 0 U 0 ( 1 0  0 0

»o letters and memos

 ̂ I .Iff o f Ranks facilities foi 
most opciatinns

I f*r o f i h t i r i  oquivalrnl as
cis.ipentatioii

21 VI 2 9 0

17 32 4 |7 7

0 0 0 0 0

U> 0 0 0 0

Front the data analysed the use o f electronic communication was the most effective strategy 

to reduce operational and priming costs at 100% llic hank decided to use most of it's 

existing structure* and facilities which fuithcr reduced cost ol operations. Ihc IPO centre 

established within one blanch ol the Hank was one such facility lliis strategy was tanked ns 

‘>1% effective tn reducing operational costs.

Othei strategics which produced some degree of effectiveness were use o f (tank's legal 

Department Which effectiveness was 74%. Some of ihc services rendered weir paid in 

equivalent ol slimes worth. 52% of those sampled thought that was a most effective strategy 

while I /% said it w as just effective 30% o f  the rcs|Mindcnt did not find the shares equivalent 

offer ns eilhci effective or ineffective in managing IPO iclalcd cost
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CHAPTER FIVE

SUMMARY OF FINDINGS, DISCUSSIONS AND CONCLUSION

5 .1 Summary of the C hapter

I lus clwiptci M i n i m a l  i/ctl the findings o f the Study. I his was based on the analysis of the data 

collected. Hie summary was guided by the Objectives of the study as set out in ihe Chapter 

One Inference and meaning were arrived from at summary findings along the four variables 

outlined in the study objective.

Hie iccommcndiiiions ol the study rue drawn from the findings While the study was based 

on the Case o f Cooperative Dank, it presumes homogeneity in IPOs and theiefon* provides a 

useful guidance into the study o f other Initial Offers

Ilic conclusion o f this chapter highlights the limitations the study cncountcicd and 

recommends ways in which such limitations can Ih- managed by future students to improve 

on their study. It also highlights the scope covered and related gaps which future studies can 

cover m order to improve on this area of study

5.2 Findings

5.2.1 Strategic challenges llml fared the IPO process.

The data analyzed reveals tlrerr were several strategic challenges facet! the IPO process lire 

mam challenge was the requirement that the retail applicant open CDSC accounts. Majoiil) 

of tire applicant did not know ol the relatively new requirement and what was required to 

open one Many o f those interviewed did not know how a CDSC account operates. A 

xigitifirnnl number o f those sampled expressed frustration with the lew Cooperative Dank 

branches from where they could get information on the IP( > and the long queues at the 

various sales agencies.

Hie study also examined the strategic challenges that the IPO managers faced All the IPO 

managers admitted to have experienced significant strategic challenges I lie study found out 

I're-ll't) procedures like l egal, valuation and business due diligence being the mam
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challenges faced. Hie other key challenges were the restructuring of the business pine esses 

and Infrastructure readiness.

>.2.2 Strategies used to overcome them

Faced with the above challenges the fPO managers employed various strategics to manage 

succeed Key among them was to ensure that all Pre-IPO requirements like legal 

transformation, valuation and conducting business due diligence was done before hand 

Before the IPO the hank was operating under the Societies act but needed to transform into a 

limited company in order to meet the C'M A eligibility requirement. This was done before the 
IPO.

Another key strategy was to consolidate the over 57,000 members in Cooperative societies 

ownership into one block. Coop Holdings The shares held by the holdings were not foi sale 

in older to ensure ownership o! the bank remained with the C oopciative movements and stay 

within the Bank’s vision.

In order in overcome challenges posed by the opening of CIXSC accounts, the managers 

combined this function with the shares order such that investors could open a <. DSC account 

at tlie time ol tilling in their order which saved the customer valuable time the opening ol 

( ’DSC accounts for investors was done at no cost which again lowered their cost

To minimise on the time spent making Older* in the banking halls the bank engaged 

temporary stall specifically for the IPO Mini tents weic used at strategic points as IPO 

service points which greatly improved the services.

5.2.3 Economic Challenges

I he study analysed the economic challenges that faced the initial offer Majority of the retail 

investors indicated that lack of confidence in the stock muikel was the most significant factor 

in determining their participation in the offer indicating a direct relationship between the 

stuck performance and willingness to invest I bis compares well with the findings from the 

IPO .steering team that the performance o f the slock markets locally and globally was the 

most significant economic challenge they faced
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Hie pcifommncc of the market in tire period leading to the issue was an instrumental factor in 

guiding investors on whether to participate in the offer I he cost ol living also played a 

significant role as was high cost of capital of capital to invest A high miml>ei of retail 

investors interviewed mentioned that the cost ol living was the next most significant 

clullenge they had to consider Hus contrasts with the findings from the IPO Steering team 

who did not find the cost of living as posing most significant challenge at all O f critical 

importance is the fact that all the retail investors and Steering Committee members did not 

line! the cost per share posing significant challenge Ilie pricing of the share in this issue did 

not have n significant relationship to the decision to invest

*.2.4 Strategies used to overcome economic challenges

I'lie IPO managers responded to the economic challenges by executing the following 

sliategies Being u lender the hank was able to extend credit facilities investors willing to 

participate bill were constrained by capital at negotiated rates I his was a relief to most retail 

ueul Institutional investors who were constrained by capital hut desired to nctpnic the shares

flic IPO also luted a Public relations linn to promote the IPO in the various media Part of 

the firms mandate was to outline the benefit o f investing in a market which when the prices 

were low as there were immense benefits to Ik* recouped when the market improved

The cost of share was discounted from Kes 14 to Kes ‘3.50 In order to ensure affordability 

This may partly explain why most of the respondents sampled did not find the cost of the 

share as |>osing a significant challenge

*.2.5 Logistical challenges

flic study also examined the logistical issues that the IPO process had to contend with All 

Steering Committee members were asked the most significant logistical challenge I m m  the 

finding of the analysis it emerged tiial Partnering among all stakeholders was most significant 

challenge It’s important to point out that there were over 30 memliers drawn various 

companies to form the Steering team. Coordination and communication between and among 

all die members therefore posed a significant logistical challenge. This is also corroborated 

by the findings that Information dissemination among the IPO team was the third most 

Significant challenge.
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I lit* analysis also round significant challenge in ilic cash handling and reconciliation. During 

ihe IPO proccsa die Bank had decided to partners with National Bank ns it’s agent while 

several other brokerage linns also sold share* on it’s behalf I licit was therefore a big 

challenge in reconciling the accounts from all the dilTcrcnt agencies.

As a result ol automation o f various business processes like use of CDSC accounts and hiring 

competent courier service companies, the delivery o f orders from upcoiiutry outlets did not 

pose a significant challenge. None of those interviewed mentioned security as very 

significant challenge with almost half o f tile lespondents saying it w as neither significant nor 
insignificant

5.2.f» Strategies used to overcome the challenges

llierr were numerous challenges that faced the IPO os outlined above Ihe IPO managers 

applied several strategies in older to overcome them Centralisation ol IPO activities played a 

significant rule in minimising cash handling and reconciliation challenges Ilic bank also 

enhanced security by requesting lor additional slalT hum the Security provider while the 

number or deliveries from up county branches to the IPO processing centre were also 
increased

1° C°PC with ‘he increased processing workload temporary staff were lured, trained and 

seconded to die IPO processing points IIiin ensured improved service delivery and 

considerably reduced tin- service time.

lo  ensure smooth flow of information, u one slop communication centre dedicated to IK) 

was established Ibis ensured homogenrity o f  information flow and reduced knowledge gap 

among the staff Ihe centre also reduced the response time for any queries iclntmg to IPO 

processing

5.2.7 f  ina n cia l challenges

Ilic Study established that operational costs weir the most significant cost item to the pi mess 

'vlnlc printing and stationery was the least Hie operational coni was high due to the period ol 

operation of the Steering committee Which continued well past the offer date Most of the 

operational costs was taken up by telephone communication ami rental costs for the facilities 

“sed I here were also a number of training sessions and piloting organised for stall members



Other significant costs included foes payable to regulatory bodies, audit and legal tecs while 

Accounting, underwriting and advertising/promotion costs were also significant

5 . Recommendations

Research findings show that the bank faced several challenges in the implementation of it's 

IPO. it emerges that for a firm to successfully issue an ll’O there is need to assess all strategic 

needs m advance and ensure that relevant strategic options are taken Addressing Pre-IPO 

requirements fully is a significant measure to ensure success To achieve that establishing an 

IPO steering team well m advance is key. However of importance is ensuring that an efficient 

communication channel exists to receive and disseminate information to all relevant parties in 

good time.

It'% instructive to note that capital for investment can he a constraining factoi. 11*0 managers 

should liaise with available lenders ami where possible negotiate favourable rates I'oi the 

investors to ensure success

I he findings demonstrate that one cannot nffoul to ignore other stakcholdeis in the industry 

The success of such a vcntuie is reliant upon the synergy created by the entire ll’O team 

including but not limited to (lovcmment, Central bank, CMA. brokers, investment bankers, 

media, Saccos, I cgal experts, auditors and accountants, marketing and advertising experts 

und more importantly the media.

Stall o f any institution forms u vital resource and should be well (mined to handle the IPO 

requirements. Of importance is to ensure that they ate well versed with their Miles, equip|)cd 

with necessary tools and motivated.

It's .also ini|Mirlnnt that die organisation handling IPO processing have the relevant 

infrastructure to CO|>e with the huge demands. Internal processes should be revised to ensure a 

smooth How It would also be nOdessaiy to establish a Central ll’O point equipped with 

relevant human, physical ns well u.s necessary materials to manage the ll’O

S.'l I .Imitations of the study

The study was done foi an organisation that fared u hostile economic environment due to global 
•'session and unstable political environment It would be difficult to generalize the results nl tins
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study since the tnnero and micro environment of a firm keeps changing ami every IPO is 

Sensitive to the environment arouml which it’s placed Different offers will face diiTeient 

challenges at varying degrees hence the need for future studies to take Cognisance of the 

prevailing environments.

I h e  s tu d y  w a s  also carried o u t  w i th  limited r e s o u rc e s  a m i  t im e  which C o n s tra in e d  th e  sc o p e  

of th e  stmly. ITic data collection w a s  constrained by unavailability of some Steering 

Committee members due to  theii n a tu r e  of wotk which took a lo t of t im e

Suggestions for further research

Stock market m Kenya is relatively small in comparison with established markets like South 

Africa, hgypt and in developed countries further studies can be carried in this area Several 

linns have in the past jHisiponed then issuing of IPO It would be important foi example to 

study the underlying reasons why films keep poM|>onitig the IPO issue fo r students of 

project management this area of study can l>c a good area to investigate project management 

skills required tu management o f the process It would Ik  a good idea for example lo study 

why given the same deliverables, some IPO's fail while others succeed. I lie challenges faced 

by underwriting firms in view of theii importance can also provide further study areas in 
project management.
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5.6 Summnrv

I he objectives of this study were to investigate the challenges o f an 11*0 process focussing on 

< imperative Bank. The findings reveal that there are various challenges the ITO faced. Ihc 

economic challenges included subdued confidence in the stock market occasioned by the 

Olobal recession. Poor economic performance, lack o f capital to invest and cost of the share. 

Strategic challenges faced included requirement lack ol (.’DSC accounts by majority of 

applicants. A good number of respondents did not know bow to operate f  |)SC accounts. 

*- ntical too was the few outlets for sab- o f  shares which occasioned long queues.

Pre-IPO procedures like Legal, valuation and business due diligence |K>scd significant 

stiategic challenges with Other key challenges being rcstiucluring of the business processes 

and Infrastiuctuie readiness I here were a numerous finariei.il costs like o|terational, 

regulatory, legal, audit among others Hie IPO also faced a numbers of logistical challenges 

with the most significant being partnering with other stakeholders, information dissemination, 

cash handling and reconciliation and timely delivery o f shares order from iipcountry sales 
outlets.

Several strategies were used to address the eliaflengcs with varying degree o f effectiveness. 

Key among them was the establishment ol an U’O Steeling team Horn the various 

stakeholders, creation of in l i t )  processing centre, infrastructure readiness and business 
processing review.

Wlnle a number of strategies were used to manage the challenges it’s impoitanl to point out 

that It’s the combination of all that resulted to the successful offer, further studies have been 
recommended in atcits that the study lias not covered.
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APPENDICES

APPENDIX I

Q I I E S 1 IONNAIKK FOR IPO STEkRINCI ( OMMII tfc  All M IIK R S

I his qucstiunnaiic is meant foi data collection on the . Iwllcnges that faced the t .'oopetanve Bank I K )  

process M m  is an academic research paper and the inioiinalinu provided will be treated with strict 

confidence and w ill be used solely for the puiposc of this research topic

' Nil tor:

1 Organisation

Position:

I What mlc(s) were you playing IPO process-'

■V <il Did you face uny strategic challenges in the IPO process?

( it )  If  yes in cjucMion (2 )  alxrve w hich challenges were they?



(iii) Please rate the nlxivc challenges m nnlcr ol significance

Sipii fir ante of the 
StraiOKic challenge

Mont
Significant Significant

Neither
significant

nor
insignificant Insignificant

Mom
Insignifica

nr

1 5 4 i 2 /

i 5 4 J 2 l

J 5 4 J J 1

4 i 4 J 2 1

$ J 4 J 7 1

6 i 4 3 2 1

7 i 4 i 7 t

(iv)Whal strategics did you use to overcome the challenges?

(v) I low would you rate the effectiveness of the above strategics?
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Stulrifiri UUCil III 
overcome tl*e 
Challenges

neither
effective not IrirflcctlVC . incffeciive Ineffecuvc

1 3 4 i 2 /

2 s 4 S 2 /

3 5 4 s 2 /
4 .5 4 1 2 /

5 5 4 J 2 1

6 3 4 3 2 /

7 $ 4 i 2 /
8 s 4 3 2 /
•) 3 4 l 2 l

10 5 4 J 2 1

II j 4 J 2 1

12 3 4 3 2 /

II 3 4 J 2 !

M 3 4 i 2 1

V (j) Wliol economic challenges did you have lt> co|>e wilh duung ihc II’O process?
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<ii) Please rank the above challenges m order of significance

Significance of 
ilic economic 

■ hallcngti

Most
SiKmfican Sifti'ilkaM

Neither
«i)>iii(tciint

nor
uiMumlicant

(nsignificam Muni
i on git i fie tin I

1 S 4 .» 2 1

2 5 4 J 2 1

3 S 4 ) 2 1

4 3 4 J 2 1

(iii) Wlinl strategics were employed to overcome the above challenges?

•1 d ) l  >id your team face any Logistical challenges?

(ii)If yes in <t (i) which?



(ni)WlMt strategics were employed to overcome them?

(tv) Mow effective were the *lr»tcgies?

1 <>|>i<iii ill Very
K ftc liv r t rtcrtlu

Neither
effective
nor
In effective In 1 Ifrctive

M ini In 
t'.ffn live

1 J 4 .1 2 /
2 5 4 3 2 1
J s 4 f 2 1
4 3 4 J 7 /
5 3 4 3 2 /
6 3 4 J 1 t
? J 4 3 2 1

M (i) Which financial challenges if  any did the committee face in the process?

(ii) Mow do you rate the significance o f  each o f the almvc challenge?
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F  r u n n iu lc  
C h a l l c n c *

V e ry
M u n i t i o n ! M u n i t i o n !

N e i t h r i
^ g i i i f i c a n f
n o r
I n i l g n l f l o n t

In

t l s n i n c a a i
M u s t  In  
' I g n l l i t a i i i

1 5 4 .1 2 /

2 3 4 J 2 1

3 3 4 J J l

A J 4 3 2 1

5 5 4 3 2 /

6 3 4 J 2 /

7 3 4 3 2 (

(ui)Whai strategics were put in place to manage the challenges in 5 (ii)'/
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APPENDIX II

Q U E S T I O N N A I R E  F O R  11*0 R E T A I L  I N V E S T O R S

l l u * questionnaire Is meant for i lata collection on the d u l l  cages that laved the Cooperative Dank IPO 

ptotes* | his is an academic research paper and the information provided will he heated with strict 

confidence and w ill be used solely for the purpose of this research topic

Name:

Age:

O c c u p a t i o n :

I H ow  |nnp. have you invested in slocks

(a) less than }  yean ( )

(b )  .1-5 y e a rs  (  )

(c )  $-10 years (  )

fd| Above 10 years (  )

* VVhui was voui main somcc o f information on Cooperative Bank IPO?

1 hat challenges did you go llrruup.h when placing order for your shaies



4 Whol economic cluillengcs did yon liice during the ( oojiernlivc Hank shares II’< >?

s I low significant were the aliove economic challenges to your purchasing < 'tmporative 

Hank shares?

Significance of 
the economic 
challenge

M oil
Significant

Signifies
in

Ncilliei
Significant
nor
liuigniftcant

Insignificant
Most
Insignificant

1 3 4 3 2 /

2 3 4 3 2 /

3 3 4 3 2 /

4 3 4 3 2 7

(• Woo there sufficient information to help you decide on investing in Cooperative Bank 
IPO? Please explain

Thank you for your time.


