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SUSTAINABILITY CHALLENGESAND ITSEFFECTSON GROWTH OF SMALL
AND MICRO ENTERPRISESIN GIKOMBA MARKET NAIROBI, KENYA

ABSTRACT

According to (Fedahunsi, 1997) SMEs face many mois|both at start up phases and their
growth in many developing countries. Lack of proglall and the inability to access credit
has led to a high failure rate of SMEs in Africattis approximately 85% in every 100
enterprises. There is limited information availattechallenges of sustainability and its
effects on the growth of small and micro entergriseKenya. Therefore, this study seeks to
establish these challenges. A descriptive resedasign was adopted by the author where
the population of interest in the SMEs were visitgdlescriptive study’s main purpose is to
find out the what, where and how of a phenomenanithaccording to Cooper and
Schindler (2003).The design provides quantitati@adrom cross section of the chosen
population. The target population for this studysvd 21 owners/entrepreneurs of SMESs in
Gikomba market. 112 respondents were selectedsemqiiag a population of 1121 possible
respondents. The researcher used a questionndire pgmary data collection instrument.
The data was then be coded to enable the resptinBegrouped into various categories.
Multiple regressions analysis was carried out tewmeine the strength of the variable. The
study found that lack of managerial training angdexience affect the growth of small and
micro enterprises. It was clear that the enterprégmly deployment of material and
planning and that design of organization structocoerdination, deployment of finance
resources and controlling activities and staffifilge study revealed that government
policies and regulations affect the growth of srbakinesses. The study found that the
enterprises encounter problems of raising catalessing finance and accessing credit.
Majority of the businesses obtained startup capitah self-financing. From regression
equation it was revealed that overall access witchad the greatest effect on the growth of
small and micreenterprises, followed by training while governmpalicies and regulations
had the least effect.
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DEFINITION OF TERMS
SME; Small and Micro Enterprises have a great capagiggenerate employment that can

lead to economic growth because of their size,theg do not require a lot of capital to
start. Informal sector which falls under SMEs h&smiillion people that it according to the
Kenya National Bureau of Statistics (2008).

Growth; A business changing positively over a period witi It's normally an important
strategic for businesses. It is mostly supportedfmrational policies.

Training; In order for people to improve their performanearhing is provided. People are

able to acquire skills and knowledge therefore beng competent in their jobs.

Sustainability; An enterprises capacity to endure in the envirantrtieey operate in.

Xi



CHAPTER ONE
INTRODUCTION

1.1 Background of the Study
SMEs have a great capacity to generate employrhanhtén lead to economic

growth because of their size, and they do not requiot of capital to start. Informal sector
which falls under SMEs has 7.9 million people tihaiccording to the Kenya National
Bureau of Statistics (2008). The Small and Micradforise (SME) sector has been of great
importance is great because of its contributiothéoeconomy because entrepreneurs can be
able to provide goods and services without invegsaithot of money and the goods are of
goon quality and the prices are fair. This enabiasy people who do not have formal
employment to use their skills and talents withwetessarily investing in technology or
have high levels of training.

SMEs sector also generates employment and incréasesational output of a
county is high according to Lara and Simeon (2009employment is higher in the
developing countries because they tend to focuswmll scale production. SMEs have a lot
of potential of growth, job creation and socialgness in any economy. They can stimulates
growth through the combination of the following reeees equitable income distribution,
competition becomes active, exploit new marketsm@oductivity in increased,
technological change, keeping in mind that larghistries and other enterprises are also
very important for the growth of the Kenyan economy

SMEs are the driving force behind economic growthpvation and technological
progress their influence is strong in developingrtdes. SMEs also have a lot of potential

when it comes to innovation and development becthessector has many different



activities that can create job opportunities fomgnpeople. Therefore the sector can be used
to find solutions for problems relating to unemptmnt. In order to reduce unemployment
and ensure that job seekers find a conducive emvient the government needs to intervene
and support the entrepreneurs.

Assistance and support to strengthen these sntalngro enterprises is needed and
this can lead to the increase in their productgwawth and sustainability which would lead
to the reduction of poverty and unemployment. fuisher believed that: the SMEs
activities can contribute to the increase in taomes for the government and enable the
government to invest the money in the long runcess to financial and non-financial
services is important so as to strengthen the ShBgion as it is important in the growth of
these enterprises. The strengthening and growgiiefing SMEs and support of new
enterprises contributes to fulfilling their objes, can attract a lot of foreign markets and is
important in providing employment, meaning they thiee backbone of the private sectors in
developing countries.

Small and micro enterprises in Kenya however, ardronted with several factors
that affect the sustainability. The major factdrattaffect the small and micro enterprises are
environmental that is economic, legal, culturaljtpl, social, and technological factors,
personal attitude as an individual and other thewgsh as proper financial records, financing

not being adequate, lack of work premises, governtrpolicies and regulations.



1.1.1 The cconcept of SMESs ssustainability
Enterprises capacities to endure in the environnieyt operate in is a very

important strategy in their operations. They alwsiygport it with the operational policies
and procedures that they come up with in ordeateguiard their operations, although there
is risk of mistakes caused by the act of eitherssian or commission and these can destroy
value or cost money. A number of issues can hititdiegrowth of enterprises for example a

hostile environment.

SME sustainability is often closely associated iitm ability to survive and also
success. It's also an important indicator of thendh for small firms that are surviving and
also a preconditions that if meet business aretaldehieve their financial goals. Growth is
an important as its indicator for the long-termséace of small and micro enterprise.
Enterprises that are young are growing have twiegtobability of surviving | than those
ones that do not grow. However, there are challetiggt affect the growth of an enterprise.
The growth of the firm generally refers to the sit¢he firm increasing through new
markets. Firm growth has been operationalized rroua ways and different measures have
been taken and this has led to contradictory regliven by previous studies, though other
explanations have also been presented. The bugiuresser is mostly used measure to
measure its growth. Measures that are used inathtext of SMEs have been strongly
intercorrelated which may not be the case for bigmprises. Studies have focused on
growth of large established firms and have not $eduSMEs .Organizational life cycle
models indicates growth as a stage in the developaifeahe life cycle. On the other hand, it
has been shown that most new jobs are createdistyngx not new, SMEs. Studies carried

out on SME focused on how new enterprises havepaed rather than on existing SMEs
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and other factors behind their long existence and/th. This study will focus on

sustainability of SMEs in Gikomba market in thet ke decades.

1.1.2 The concept of SMEs growth
Small and micro enterprise growthlasely is seen as the enterprises survival and

success survival. Growth is used to measure suatéssiness. It has been seen that most
enterprises that grow are able to survive for loniike the once that do not grow. It enables

the enterprise to achieve its financial goal aaeitdurance sustainability.

1.1.3 Gikomba market
Gikomba market started as a place where commonreaauld meet and exchange

simple wares in a rather casual, unlicensed maanghody would buy and sell. It later
developed into one of the largest open air mariket®enya. Gikomba is best known for
second hand clothing or Mitumba which are imported the country in huge bales. It is the
largest informal market in the country and majodtythe traders their deal in second hand
clothes although there are other traders who dgalmany other things. Gikomba which

started in the late 1960s is walking distance ftbencentral business district of Nairobi.

Gikomba is a daunting environment by any stand#ieda vibrant, energetic and
busy part of Nairobi. There are bales of clothesrgwhere and delivery men push and pull
their carts everywhere along the dusty and muddgsoBlue, green, red, wares are stacked,
or parked in prominent displays; anything imagieatdn be found here from gardening
tools, household furniture to agricultural machynetich is manufactured here from scrap

material.



Jua kali artisans mostly work in the open air wierehey can find an empty space because
they don't have money to rent workshops or buitdidiaes. But the government has
provided space for 4,000 of them at Gikomba siheg protested in the late 1980s. All
products in Gikomba are mostly made from recycledemal for example empty drums that
are cut into metal sheets which are used to mateeqae grills, drainage pipes for
capturing rain water or even box for home and sthse. Old motor bike tires are used to

make wheelbarrow wheels and shoes.

1.2 Statement of the Problem
SMEs face many problems both at start up phasethairdgrowth in many

developing countries. Lack of proper skill and itability to access credit has led to a high
failure rate of SMEs is in Africa. Approximatel§5% in every 100 enterprises
fail.(Fedahunsi, 1997).SMEs in Africa lack busingasing in that’s critical for them to run
their businesses and also do not have collateealetkin order to meet the lending criteria
that has been set by the financial institutionss Hlas created a hindrance to most small and
micro enterprises because they cannot access &silgt and this has made them source and
obtain finance from family and friends which isiaformal source while medium or large
businesses can easily access funds from the bahéther financial institutions who will
willingly lend them money because they can eas#gnthe conditions that they have meet.
This unequal access to finance by small and micterprises has led large enterprises to
undermine their role in the economic developmemfircan countries and is never viewed

as a threat to their businesses.



SMEs contribution is affected due to financial gesb, lack of qualified personnel,
raw materials, marketing problems, lack of propearicial records and lack of working
premises.

There are various studies on small and micro ensapthat have been conducted
locally for example by Muua (2009) who carried auesearch on the significance of
training for skills required to be effective in expmarketing by Small and micro
enterprises (SMES) exporting locally manufacturemtipcts in Kenya, Wasonga (2008)
also carried out a study on challenges influensmgll and micro enterprises (SMES) in
Kenya: the Fina Bank experience, however thereisdd information available on
challenges of sustainability and its effects ongrewth of small and micro enterprises in

Kenya and that’'s why the study has been undertaken.

1.3 Objectives of the Study

1.3.1 General objective
The general objective of the study is to estalilighchallenges of sustainability and its

effects on the growth of small and micro entergriseKenya with specific reference to
Gikomba market.
1.3.2 Specific objectives

The study was guided by the objectives below:

i.  To determine how lack of training affects small anidro enterprises growth in

Kenya.

ii.  To find out whether access of credit affect thelsarad micro enterprises growth.



iii.  To determine the extent to which government pddieied regulations affect the
small and micro enterprises growth.

1.4 Research Questions

The study sought to answer questions below:
i.  How does lack of training affects small and micnbegprises growth in Kenya?
ii. Does access of credit affects affect the smallrartdo enterprises growth?

iii.  To what extent do the government policies and edguis affect the small and micro
enterprises growth?

1.5 Significance of Study
The findings of this study will be useful to thalstholders including:

i.  Small and micro enterprises
The findings of this study will help SMEs in GikomlMarket and in Kenya at large,
within an insight into the benefits of using ditat factors studied in this research to predict
the factors that affect their sustainability.
ii.  Governmental policy makers
The government can use the findings of this stodyssist in policy formulation and
development for a frame work for critical finanoearketing, work premises and other
factors affecting sustainability of SMEs. Moreoviéag findings of this study will enable
policy makers and financial institutions on howetacourage SMEs to grow their

businesses. It also enables them to know what(sndf policies should be framed.



iii.  Academics/Researchers
Findings from this study will assist academiciambioadening of the prospectus with
respect to this study hence providing a deepermstateling of the critical factors that affect

sustainability of SMEs.

1.6 Scope of the Study
The scope of this study was the registere@SMithin Gikomba Market. The

researcher believed that the management stafesetBMES may give an insight into

challenges facing sustainability SMES.

1.7 Limitation of the Study
The primary limitation of the study is the sampleesvhich will be limited to only

Nairobi city area of Gikomba market given the shione allotted for field work. Just like

any study, the research is likely to face variaieplimitations which include; Poor
infrastructure system which will hamper the reskardn accessing respondents in their
place of work and which may delay or take a ldtimie to complete the research. Some
respondents may decide to withhold information Whttey consider sensitive and
classified, others may not be knowing or enlighteakout the research questions and thus,
fear to respond to the questions, others ignoregbearcher due to lack of knowledge and
being illiterate while, others do not bother witle researcher question and keep the

questionnaire without filling it.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction
This chapter reviews the existing literature, infiation and publication on the topic

related to the research problem by accredited achahd researchers. This section shall
examine what various scholars and authors haveabaidt challenges facing sustainability
of Small and micro Enterprises, in particular ivemed the theoretical review of literature,

empirical review of the literature and conceptuatian of the research problem and research
gap.
2.2 Empirical Review

The number of small and micro enterprisesiteen increasing rapidly for the last two
decades with the majority based in rural areasoAting to the national and small
enterprise baseline survey (GoK, 1999); about illBomsmall enterprises were in Kenya
employing about 2.4 million people. Their shar&iP was estimated at 18.8% second
only to agriculture as compared to a percentadl8d@% GDP in 1993. Economic strategy
for wealth and employment creation 2003 — 2007 (G2003) indicates that about 25% of
all households engage in some form of small busiaesvity with the majority of them
depending on their business for all their houselr@ddme. This is a sector therefore that
cannot be ignored as it has a direct impact oreto@omy.

A comparison of the SME sector in Kenyatioer African Countries especially
Southern African countries such as Malawi, Zimbabkesotho and Swaziland shows
trends that are similar where 60% of SME is locatetthe rural areas. There are several

factors that have contributed to the rapid expangidhe sector. One of the factors is the
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general decline in the economic performance of lkergconomy as a result of recession
and liberalization of the 1980’s. This resultedhie need for number of large companies to
adjust to the economic realities by becoming lémaugh retrenchment and downsizing.
These led to massive job losses and reduced empldyopportunities in the formal sector.
Those retrenched were awarded cash retrenchmekagescwhich most converted to

capital to start small businesses in the ruralsaaea small towns.

Another factor is the effect of the Worldrik and IMF Structural Adjustment
Programme (SAPs) of the 1990’s. The reforms byleeinstitutions recommended as a
condition for receiving aid that the governmentypla facilitating role rather than
intervention and controls in the public companigss led to reduced government role in
public companies like Kenya Co-operative CreamdK&3C) Ltd, Telkom Kenya and
Cereals Board among others, liberalization of trathelition of price controls of maize
flour and other essential consumer goods, encodraigall private sector participation,
reduced barriers of trade to small and micro entsp who found opportunities in niche
areas that the large corporation had abandonedcdmenunication sector for example has
seen tremendous growth and innovation, most obtistnesses that have sprung up as a

result of this are examples of SME’s.

The third factor is the hard economic situationezignced in the country leading to
even the employed to engage in small enterprisearto extra income in order to make
“ends meet”. This in addition to increased numladischool leavers who cannot find
employment in the formal sector engage in smalinass for a living. The fourth factor is
the government support and the entrepreneurial Weatds prevailing in the country for

10



example the Passing of the Small and micro ens@ill by parliament, the establishment
of the Youth and Women Fund by the government. iEatidn of poverty and hunger by

2015 is one of the Millennium Development GoalsisTit important for all sectors, citizens
and government to engage each other and come hpnetdme generation activities, create

job opportunities so as to reduce poverty.

SMEs recognition and their potentiastdve the unemployment problem and create
wealth, considerable support programmes have batein place by the government and the
private sector to assist small enterprises imptheg performance. However, despite the
apparent growth in the establishment of small armarenterprises and the efforts made to
improve performance a number of the enterprises bétier stagnated or closed down with

a few recoding some level of growth (Dondo, 1991).

The finance theory states that access to finandetoer related resources push
people towards entrepreneurship. It also statésvdrg few people start businesses without
finances. According to these theories individuaih &ccess to finances stand a better
chance of becoming successful entrepreneurs tlose thho do not. Based on this theory
policy makers develop policies that will make ficaa more accessible to promote
enterprise success/ Entrepreneurship. This thearysfon capital markets arguing that when
capital markets are performing well then peoplemaoee likely to start businesses and

succeed.

By definition small and micro enterprises aresgmtises employing between 1 and
20 employees. To understand why SMEs come intdeds, it is important to understand

the process of entrepreneurship and the variowsidseregarding the motivation to create
11



new enterprises. Small businesses are in most cessssons of entrepreneurs. The word
entrepreneur means to undertake and is from a kreocd “entrepredre”. In business
context, it means individuals who undertake thk ofsnew enterprises. Richard Cantillon a
French economist considered an entrepreneur a&-takier would buy goods at a certain
price to sell at an uncertain price with the mam af making a profit. Menge, on the other
hand in Holt (2003) looks at an entrepreneur dsaage agent who transforms resources
into goods and services that are useful that wélate circumstances leading to industrial
growth. He gave an example of grains in the fieldich has low value, but after it's been
harvested, milled into flour and transformed todoré@ has a higher value. This is the

process of value addition is done through food ggeng and manufacturing.

Innovation is an important characteristi@n entrepreneur and it can take the form of
combination of resources into something produatibnew goods, providing new services
among others. All new small enterprises have mantofs in common but to be a
successful entrepreneur the enterprise should$@we special characteristics separating it
from others apart from being new and small andepnémeurs are the minority among new
businesses. Business owners/entrepreneurs cremat@nadedifferent product and they also

chance values (Holt, 2003).

Entrepreneurship can be considered asaegs of creating value through the
recognition of a business opportunity and mobitiziactors of production with management
skills to bring the enterprise in to productivityder conditions of risk and uncertainly.

Entrepreneurship therefore shapes the directi@mt#rprise and the performance of the

12



enterprise depends on the creativity, risk-takind imnovation, which are key features of

entrepreneurship.

Performance refers to how well or badlyratividual or institution is doing in his or
its designated task. The balance score card pravaliear prescription as what a company
should measure in order to balance their finaramal operation perspective. Gitman (2005)
emphasizes on reduction of costs. The financidbp@ance measurements are derived in
the company financial statememswide range of literature exists on factors afiegt
financial performance. The following are some @& thost common factors considered as

affecting small business performance.

In the Storey’s model, strategy “actiaken by the firm once in business” (Storey,
1994). The key drivers identified are the introdoctof new product, technological
sophistication meaning product innovation and parsing in the market are the key drivers.
The other factors that encourage growth are witless get credit to and fund it and to
delegation of decisions to a team that managelsubi@ess. On both areas it emphasizes its
importance to owner to have a positive attitudeati@s growth. An important factor to note
is planning ahead when it comes to systems befogrdwth stage in which the systems
will be used. Other owner-related factors identifigere: having operational skills, business

goals, managerial and strategic abilities.

SME skills do not have to be used astafes. An example is the personal skills of
the owner’s skills which become irrelevant as ih@a grows. Also as the business grows the

priorities of financial resources change.

13



FIGURE 1

Conceptual Framewor k

Independent Variable Dependent Variable

Sustainability challenges
Training
o Skills level

* Management skill Growth of Small and micro

enterprises
Access to Credit - * Income
* Additional capital " * Market share

* Loans-collateral

Government policies

and regulations
 Law on SMEs
» Tax incentives

Source: Author (2013)

2.3.1 Training
Many SMEs owners or managers lack trginkntrepreneurs develop their own

approach to the management of their business thrbygrial and error rather than formal
training, which results to their management stytwerlikely to be more intuitive, they are
more concerned with the daily operations of thar®ss rather than long-term issues
relating to the growth of their enterprises, whack not strategic but rather opportunistic.
Entrepreneurs attitude is a key strength when #ne\starting their businesses, because it
provides the a lot of creativity that is needegrtopel the growth of the business, it presents
problems or challenges when complex decisions t@abe made regarding the business.

The results of poor managerial skill is the ente@pur being ill prepared to face challenges
14



that arise in the business environment and alsbeiag prepared for technological changes

that are constantly arising within their businesgimnment.

Many entrepreneurs who own businessumtegrdinary people who are with
inadequate educational background, and they méythacnecessary skills that will enable
them carry out their managerial duties well as megu(King and McGrath, 2002).
Management skills relate to the owner/manager baenterprise in question. Management
Is mostly concerned with financial and human reseaspect of the business and the

deployment of material within the existing struetsiof the organization.

Education and possession of managerilid &l an entrepreneur are key in order for
one to run small enterprises and propel it to a/Bigfure, empirical research indicates that
many entrepreneurs in Kenya lack the necessaiyg skitl education required to run their
business. Empirical studies also suggest that twbsehave the necessary skills and
education within the SME sector are more likelyp&osuccessful in their businesses (King
and McGrath 2002). In order for small businessgsettorm well in Kenya managers and
the owners need to be well equipped especially mhagement skills. Performance of
SMEs in the ICT sector is good because of the ncanymercial collages that offer various
computer training. Other, studies show that mosho$e running SMEs in this sector have

at least attained college level education (Wangoiu Mugure, 2008).

Management is therefore important to &gloup or business goals to be
accomplished through the functions of planning ticiiing activities, staffing, coordination

and directing. Personal characteristics of the aimmenager and lack of experience among

15



entrepreneurs can lead to poor performance anddailf the businesses. Poor management

causes many small businesses to perform poorlyer fail.

The role of education in business pertoroe is important as it is one of the things
that hold back the development of small enterpriséise need for better management style.
It requires proper planning, organizing skills, toh and proper staffing with qualified and
competent personnel. As the enterprise becomesr|argnagers need to plan, coordinate
and control the activities of the enterprise m&mwesiness performance is affected by the
owner who is likely to be the manager of the sraaterprise and may lack the training,
skills and experience to steer the operationsebtisiness successfully. The environment in
which the business operates may be very rigid anmteimes may not be dictated by sound
business and management decision but by sociawdhdal norms. This can affect
business performance by the inability to keep progeords, to separate business operations

from personal, manage cash flow and growth.

2.3.2 Access to Credit
Access to finances/credit has always lzekey problem that SMEs faces globally ,

credit access affects the many choices that SMEkesar example technology and
investment decision. SMEs are limited by the nundfedternatives that the owner can
consider. Many SMEs end up using inappropriatertelcgy which are cheaper because it
is the only one they can afford because of thetdidhfinancial resources, even where credit
is available to SMEs, the entrepreneurs cannot thedending conditions that have been
set by institutions which are very strict and ditifiit to adhere to making it impossible for

them to be able to buy of heavy, immovable equigiae¢hat can be used as collateral in
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order for the loan to be granted. Constraints okasing credit operate in variety of ways in
Kenya an example is where undeveloped capital méokees entrepreneurs to rely on self-
financing or borrowing from friends or relativeshéllack of access to long-term credit for

small enterprises forces them to rely on high sbstt term finance which are expensive to

the SMEs.

Financial constraint among SMEs remasns&jor challenge that SMEs have to face
in Kenya (Wanjohi and Mugure, 2008).Examples ofwagous challenges that SMEs face
are the high cost of credit due to interest rateskmank charges. An example of the
consequences of financial constraints is in 2008gyramid schemes came up and
became very popular due their high interest ratesturns which targeted the common and
entrepreneurs who are low income earners. Many yiemelers overpromised the low
income earning entrepreneurs that they would dgétams at very good interest rates
which they could not get from financial institutoall they needed to do is to invest certain
amounts of money with the money lenders schemethbsé schemes that were lending the
money ended up collapsing. The reason as to why mainepreneurs turned to these
schemes to look for money was the fact that theylevbe able to access soft credit with
low interest rates while making profits and theditons that had been set by the schemes

were very flexible.

Finding start-up finance for the businissthe biggest problem that many
entrepreneurs go through. Even after getting stagetting sufficient finances to sustain
business growth is another problem. Research fysday Kinyanjui (2006) show how

SMEs are constrained by finance. In a study dor&ourth Africa by Eeden in 2004 finance
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was also cited as one of the most prominent canstr&he problem related to finance
includes lack of information on where to sourceffoance, restrictive lending offered by
commercial banks, lack of access to finance, ingefit financing, lack of track record as
may be required by the banks, limited access tateoal, and the fact that financial

institutions lack appropriate structure for deahmith SMEs.

Insufficient financing is as much a peghlas lack of finance. There has been a lot of
proliferation by the Micro Finance Institutions libis has not to a great extent improved
financing options for growth-oriented enterpridesnding money to groups and paying
interest weekly are used to enables to enable swalk entrepreneurs who do not have
collateral be able to access credit but these ptidso limit growth-oriented businesses. As
a result of scarcity of finance, small enterprigessunable to expand, modernize or meet

urgent orders from customers. The profit Marginuseally little to support growth.

Capital is therefore necessary for tlmgteerm survival and growth of small
enterprises. It should also be noted that more stran required can be much of a problem
as less money. More money means high cost for moneyms of interest and may also
lead to un-worthwhile investments. At governmetdagl the problem access of credit to
small business is and being made affordable thretagbilizing interest rates. Credit to

Agriculture last financial year grew by 18% whiteliusiness services grew by 18%.
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2.3.3 Government Policy and Regulations
The Kenya government’s policy for indigdtzation and commerce soon after

independence in 1963 was geared towards expansaverall output focusing on large
scale enterprises (Aleke, 2003). This policy assuthat only such enterprises could
contribute towards growth. It was however muchrlatehe 1970’s that it was realized that
the large enterprises were not growing fast ancetbee were being unable to solve

unemployment problems.

Attention was thereafter focused on smalerprises. The government policy before
and thereafter has not been very favorable torttadl €nterprises. Government regulation
about taxation, wages, licensing and others arengrtiee important reasons why informal
sector business develops. The small business seutdye destroyed by government policies

if careful attention is not taken.

The structural adjustment programs (SA#ELh were implemented in Kenya were
aimed at removing the many policies that were ssgmndering the growth of the private
sector and small business enterprises in the coudiiuctural Adjustment Programs mostly
affected the vulnerable groups and also led tdiviteg conditions of the affected people

becoming very bad in many part of the country.

According to Wanjohi and Mugure (2008 business conditions is an important
factor that affects the growth of small enterpriseKenya, government policies that are
unpredictable together with high taxes and corasptcontinue to present great challenges,
to the sustainability and growth of SMEs and atsthe Kenyan economy that is growing.

The government’s should take up responsibility @nsure that its policies that are
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formulated will enable the business environmeriig@onducive for the growth of the
business. Licensing, permits and business regokafar instance are major challenges
facing small enterprises; the complex licensingmeghas impeded economic development.
An example is the transportation of agriculturalguce across several local authorities
where one is required to get a permit from eachllaathority this increases the costs of

doing business.

The Kenya Association of manufacturer&esasimilar observation and adds that
although there has been some effort to streamtieading, procedures through a single
business permit, businesses continue to face diifies with licensing procedures. It
observes that the biggest problem facing the risattor especially industry is the burden
resulting from selective application and impleméntaby government agents and not about
the cost of the licenses. A good example is givan of the occupation, Health and safety
requirements which is not clear and which authesitise subjectively to harass

entrepreneurs in order to solicit for bribes, (Vémmjand Mugure, 2008).

Standards adapted by industrialized a@saind big enterprises may not be
appropriate for the small business sector. Thedstas are normally inappropriate and in
other cases regulations that are legally impospdaally on product specifications,
environment and building are some of the factoas #iffect the entrepreneurs. Taxation also
had been ranks high as a source of regulatoryatwsis not an incentive for small
businesses. Small enterprises sometimes findigre@soperate outside the law because of
the cost and complex regulations are unsuitabléhfgr operations. Compliance for such

regulations is costly and beyond their ability. $oofi the small business operators prefer

20



operating outside the formal system because dsy &r them to understand and operate.

This according to Kinyanjui (2006) is hindering thraall sector growth.

2.4 Resear ch Gaps
Findings from studies done earlier andegoment reports on the state of affairs of

small scale enterprises reveals that the sectesfaemerous problems and constrains that
affect their suitability. While much research hagib done on the small business, none has
been done specifically on sustainability of SME&enya. The overall problem therefore is

that relatively little is known about challengesifay suitability of SMEs in Kenya.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.0 Introduction
In this chapter we looked at the methodology waslus collect data for the study.
It covered the research design, the target populatiata collection instruments and

procedures.

3.1 Resear ch Design

This research adopted a descriptive research desigre the population of interest
in the SMES was visited. A descriptive study’s maimpose is to find out the what, where
and how of a phenomenon that is according to CoapeéiSchindler (2003). A descriptive
study was chosen because the researcher wouldd®ajeneralise the findings to a larger
population. The design was seen appropriate be¢hasaain interest was to establish
sustainability challenges and its effect on thenghoof small and micro enterprises in

Gikomba market in Nairobi, Kenya.

Descriptive design method provided a quantitat&edrom selected from a cross
section of the population that was chosen. The ladipn of interest was visited in order to
deliver questionnaires which were used to collédha necessary data from the respective
respondents. Descriptive research also collectsidairder to answer questions that

concern the current status of the subject thagiisgostudied.
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3.2 Target Population
Ngechu (2004) notes that a populatiat it being investigated is a well-defined and

it ensures the study is uniform it can be a s@eaiple, services and things. The population
of study ensures that everyone has a chance af belacted in the final sample that has
been. The target population was the owner/ entngirs of SMEs in Gikomba market who

are licensed by the Nairobi City Council.

TABLE 1

Target Population

Target Per cent
General Trade 419 37.4
Storage , Transport, Communications 232 20.7
Agriculture, Forestry, Natural Extracts 84 7.5
Accommodation &Catering 86 7.7
Professional &Technical 97 8.7
Private Education, Health, Entertainment 89 7.9
Plants, Factories, Workshops, Contractors 114 10.2
Total 1121 100

Source: NCC Licensing Department 2013
3.3 Sampling Design

The population above of 1121 possible respondargample of 10% was taken
using stratified random sampling. 112 respondemi®welected representing a population
of 1121 owners/entrepreneurs of SMEs in Gikombaetarho are licensed by Nairobi
City Council (Appendix II). According to Kombo afddomp (2006) a good sample

population should be 10% to 30% of the entire patooh.
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TABLE 2

Sampling frame

Target Proportion Sample
General Trade 419 0.1 42
Storage , Transport, Communications 232 0.1 23
Agriculture, Forestry, Natural Extracts 84 0.1 8
Accommodation &Catering 86 0.1 9
Professional &Technical 97 0.1 10
Private Education, Health, Entertainment 89 0.1 9
Plants, Factories, Workshops, Contractors 114 0.1 11
Total 1121 0.1 112

Source: Author, (2013)

3.4 Data Collection

The primary data collection instrument to be usgthle researcher was a
guestionnaire. The questionnaire gave a briefédhutction of SMEs and was divided into
sections which represented the various variableptad by study. For each section of the
chosen the study included closed both structuredbaen ended questions which collected
the views, opinion, and attitude from the respondérich might not have been captured by
the researcher. The method of presenting the ignesire was through dropping and

picking them from the people working with the SMighe owners of the enterprises.

The way the questions were designed was in ordesltect qualitative and
guantitative data. The open ended questions gaestnicted freedom to answers of the
respondent, closed ended and Likert questions.rdsearcher used assistants who

distributed the questionnaires by hand and enghegdhe selected respondents completed
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them. Upon completion, the research assistantsatetl the questionnaires and ensured

high completion rate and return of the completegstjonnaires.

3.5 Data Analysis and Presentation
This includes the analysis of data. Once the daamalysed the findings were

generalised in order to determine patterns of biebnawand particular outcomes. The
questionnaire was edited for completeness and stensy before the processing the
responses. The data was coded to enable the responise grouped into various categories.
Correlation analysis was carried out to determivgestrength of the variable. In addition, a
multiple regression was used to measure the gatinéitdata and was analyzed using SPSS

too. The regression equation is:

EQUATION 1
Regression equation
Y= Bot PaX1+P2Xo+ BaX3 + &

Where;
Y is the dependent variable i.e. growth of smatl aricro enterprises

X1 X2, X3 is the independent variable i.e. training, accessddit and government policy
and regulation
Bo, B1, B3 is the correlation coefficients

¢ is the error term

Data was then grouped into frequency distributi@hdating the variable values and
number of occurrences in terms of frequency. Tahéesng frequency distribution were

informative to summarize the data from respondekgdor analysis the bar charts,
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frequency distributions and pie charts among othere used used. Computers packages
specifically SPSS and Microsoft Excel were usedrater to communicate findings of the
research. Tables and other graphical presentatierss used so as to present the data

collected for in an easy way and ensure that tlhéysis is understood.
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CHAPTER FOUR
DATA ANALYSISAND INTERPRETATIONS

4.1 Introduction
In this chapter the interpretation and presentaticthe findings obtained from the

field are discussed. It also presents the backgrouformation of the respondents, findings
of the analysis based on the objectives of theystDdscriptive and inferential statistics

have been used to discuss the findings of the sftlty study targeted a sample size 112 of
respondents from which 105 filled and returneddghestionnaires making a response rate of
93.75 %. This response rate was satisfactory teernakclusions for the study. The

response rate was representative.

4.2 General Information

FIGURE 2
Gender of therespondent

Source: Author (2013)
The study sought to determine the gender of theoredent and therefore requested

the respondent to indicate their gender. The sastigblished that majority of the respondent
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as shown by 61.9% were males whereas 38.1% oéfpondent were females, this is an
indication that both genders were involved in #tisdy and thus the finding of the study did

not suffer from gender bias

FIGURE 3
Age of the respondent
50 years and abowve

41 to 50 years 25.7

21 to 40 years 26.7
21 to 20 years 21.9
Below 20 years

(8] 5 10 1.5 20 25 20

Source: Author (2013)
The study sought to establish the age distribuaiweh therefore requested the

respondent to indicate their age category, fronfitieéngs, 26.7% of the respondents were
aged between 31to 40 years 25.7% of the of thenekgnt indicated they were aged
between 41 to 50 years, 21.9 % of the respondesits aged between 21 and 30years,
14.3% of the respondents indicated that they wegeel detween above 50 years whereas
11.4 % of the respondents indicated that they \age&l below 20 years. This is an

indication that respondents were well distributederms of their age.
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FIGURE 4
Highest level of education
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Source: Author (2013)

The study requested the respondent to indicate hiighest level of education. From

the findings, 37.1% of the respondent indicatedt thighest level as secondary certificate

24.8% of the respondents indicated their highesl lef education as college certificates ,

23.8% of the respondent indicated their highestllas primary certificate , whereas 14.3%

of the respondents indicated their highest leveglast graduate,. This is an indication that

most of the respondents focused in this study badrglary certificates as their highest level

of education.

FIGURE 5

Number of yearsworked in the enterprise

20 33.3
276 21.8
30 A B
50 14.3
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above 15

years

Source: Author (2013)
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The study requested respondent to indicate the auoflyears they had worked for
in the enterprise. From the findings the studyldsthed that 33.3% of the respondents had
worked for a period raging between 6 to 10 year§ 24 of the respondents indicated that
they had been entrepreneurs for a period of ivieo 5 years, 24.8 % of the respondents
indicated that they had been in same businessgeriad which ranges between 11 to 15
years, and finally 14.3% of the respondent indidditet they had worked for a period
exceeding 15 years. This is implies that majorftthe respondents had worked for quite
considerable time which implies that they had emogxperience which could be relied

upon in this study to make inferences.

FIGURE 6

Total number of employeesin the business

Above 10,21

Source: Author (2013)
The study sought to establish the total numbengdleyees the respondent had in

his\ business, from the findings 47.6% of the resiemts indicated that they 5 to 10
employees, 31.4% of the respondents indicatedhlegthad employed less than five

workers. Whereas 21.0% of the respondents indidhtedhey had more than 10 employees
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in their SMEs. This is an indication that SME warg only a source of employment to the

owners but also they helped to reduce joblessriesgisn in the society.

4.3 Training
FIGURE 7

Effects of lack of managerial training on the growth of small and micro enterprises

Source: Author (2013)
The study sought to establish whether lack of manalgtraining affect the growth

of small and micro enterprises, from the findings?%6 agreed that lack of managerial
training affects the growth of small and micro eptses where as 23.8% of the respondents
were of contrary opinion. This implies that majpmif the respondents felt that they weren’t

equipped with sufficient managerial skills necegsarun their SMEs effectively.
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TABLE 3

Extent to which lack of managerial experience affect the growth of small and micro

enterprises
Statement = 2 c
o S S
4>_<’ e = = = = E
8 f= § 3 § § § § 8 % T3
Z | 8| S8 O0O8| >8> n o
Extent does lack of manageridd | O 17 68 20 | 4.03 0.27
experience affect the growth of small
and micro enterprises

Source: Author (2013)
The study sought to establish the le¥elxbent at which lack of managerial

experience affected the growth of small and micrem®rises, from the findings majority of
the respondents were of believe that lack of mamegexperience affected the growth of
small and micro enterprises to a great extent aaslioy a mean of 4.30 and standard
deviation of 0.27 the findings above .Poor managensethe key cause poor performance
and failure of many small business. Majority of rmgers /owners who run SMEs are
ordinary people whose educational background iddqaate, hence they may not well be
equipped to carry out managerial routines for thasiness enterprises as required (King
and McGrath, 2002). Management skills relate tootlvaer/manager and the enterprise in

question.
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TABLE 4
Extent to Which Experience asa Manager Affect Business

Areas
: B,
) X =

.| B |3 | B . =

Z | 4 = Q) > = [0p]
Deployment of finance resources 0 0 7 33 65 4.55.270
Design of organization structure 0 0 12 49 44  4.300.23
Deployment of material 0 0 13| 55 37 4.23 0.23
Planning 0 0 10 | 60 35| 4.24 0.2%
Staffing 0O 15| 55 35| 4.19 0.23
Directing 0 0 5 65 35| 4.29 0.27
Controlling activities 0 0 13| 57 35| 4.21 0.24
Coordination 0 0 5 45 55| 4.48 0.26

Source: Author (2013)

The study sought to investigate the extent to whsspondents applied their

managerial experience in the above areas, frorfittimgs majority of respondents

indicated to a very great extent that in the afedeployment of finance resources, as

shown by a mean of 4.55, the rest of the areas welicated to a great extent , these

include coordination as shown by a mean of 4dsign of organization structure as

shown by 4.30, directing as shown by a mean &,4nning as shown by a mean of 4.24,

deployment of material as shown by a mean of 4£@8trolling activities as shown by a

mean of 4.21 and finally in Staffing area asvahdy a mean of 4.19, all cases where

supported by a low mean of standard deviation wimgtlies that respondents were of
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similar opinion. The finding asserts that manageeetherefore important to enable group
or business goals to be accomplished through thetifins of planning, controlling

activities, staffing, coordination and directing.

TABLES
Statements Relating To Managerial Training and Experience
Statements '§
=2 8
& 5 S
a) o < b=
> |8 | ® P =
S 5| |g |2 E
° 55 8 5 ° § ©
A |laol|l= | < | B | = 9]
Management and management experiengedis | O 11 | 24 | 70| 456, 0.28

(2]

vital for any business growth for it enhance
the process of getting tasks accomplis
with and through people by guiding a
motivating their efforts.

o 0
o O
[oF

There’'s a very strong positive relationship 0 5 30 | 70 | 4.62| 0.29
between Management skills, owner/manager
and the enterprise itself

Management is critical for the growth p0@ 0 2 15 | 88 | 4.82) 0.36
every business enterprise for it is concerped
with the deployment of material, human and
finance resources with the design |of
organization structure

In order to run a small and micro enterprise 0 7 20 | 78 | 4.68 0.31
education and skills are needed

Small and micro entrepreneurs who hag | O 10 | 21 | 74| 461 0.29
more education and training are more likely
to be successful

Source: Author (2013)

The study sought to determine the respondents! hagreement with the above
statements which relate to managerial trainingexperience, from the findings majority of
the respondents strongly agreed that; Managerse@nitical for the growth of every

business enterprise for it is concerned with th@alenent of material, human and finance
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resources with the design of organization strucasrehown by a mean of 4.82, In order to
run a small and micro enterprise education andsskik needed as shown by a mean of
4.68, There’s a very strong positive relationsrepAeen Management skills,
owner/manager and the enterprise itself as shovanrbgan of 4.62 Small and micro
entrepreneurs who have more education and traaregnore likely to be successful as
shown by a mean of 4.61 and finally that Manageraadtmanagement experience is vital
for any business growth for it enhances the pmoégetting tasks accomplished with and

through people by guiding and motivating their é8@as shown by a mean of 4.56.

4.4 Accessto Credit

TABLE 6
Indicate the I nitial Source of Capital for the Business Start-Up

Source Frequency Per centage
Self-financing 40 38.1
Borrowing 23 21.9
Loan from bank 29 27.6
Pyramid schemes 13 12.4
Total 105 100

Source: Author (2013)

The study sought to establish the initial sourceagiital used by the respondents to
start up his business from the findings 38.1% iagd their initial source was from their
own savings, 27.6% of the respondents indicated their initial source of capital was
from bank loan, 21.9% indicated that they borrdwieom friends, and finally 12.4% of
the respondents indicated to have obtained stagpipal from Pyramid schemes, this
indicates majority of the respondents were notlfanwith the current available means of

access to finance.
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TABLE 7
Extent to Which Enter prise Encounter Problems Related To The Following

= 5
& =
§ |4 B | S
g lx |8 | 8 k5|
g |41y |5 |0 8
i | |/g2 |8 > |8 |C
o = o pu o °
z |53 |5 10O > |2 | 3
Raising Capital 0 0 13 56 36 422 0.28
Accessing credit 0 0 9 60 36 426 0.2b

Source: Author (2013)

The study sought to establish the extent at whMESencountered problems with
the above aspects which relate on capital andtcffeatin the findings the problem of
accessing credit was perceived to be of great exdsrshown by 4.26, while raising capital
was perceived to be of great extent as shown bganrof 4.22. This implies that majority

of the entrepreneurs featured in this study werefdrmed on ways of accessing credit.

TABLE 8
Extent to which business faces challenges in financing business expansions
Frequency Percentage
Moderate extent 6 5.7
Great extent 65 61.9
Very great extent 35 33.3
Total 105 100

Source: Author (2013)

The study sought to determine the extent to whespondents’ business faced
challenges in financing business expansions, ff@fihdings majority of the respondents

indicted to a great extent as shown by 61.9%, 3.88%e respondents indicated to a great
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extent while only 5.7% of the respondents indicated moderate extent, this implies that

most of the businesses were faced with the prohleiddressing the their finances.

TABLE9
Extent to which financial challenges affect growth of SMEs
4 X =

=8 |5 |23 5

S | % % < | O 8

g |w |2 UG . )

L g Ee} 8 > & § |

o | = o - | % o]

Z |3 | =2 |0 |>W| = 4]
Inability to access long-term credit by small | O 15 | 56| 34 418 0.23
and micro entrepreneurs
High cost of credit 0| O 16| 59 30 413 0.23
High bank charges and fees @ 0 13 60 32 418 0.24
Restrictive lending offered by commercia@d | O 12 | 64| 29 416/ 0.26
banks
Insufficient financing, 0 0 15| 69 21 406 0.27
Lack of track record required by the banks D 140 |21 4.07| 0.27
Limited access to collateral o O 10 72 23 412 0}29

Source: Author (2013)

The study further sought to establishekient to which the above aspects relating to
finance hindered growth of SME. From the findingaas established that high bank
charges and fees and inability to access long-teeait by small and micro entrepreneurs
affected the growth of SMEs to a great extent asvelby a mean of 4.18 in each case,
restrictive lending offered by commercial banksetféd the growth of SMEs to a great
extend as shown by a mean of 4.16, high cost dit@aéected the growth of SMEs to a
great extent as shown by a mean of 4.13 in eadh kiasted access to collateral affected
the growth of SMEs to a great extent as shown imgan of 4.12, lack of track record

required by the banks affected the growth of SME® gjreat extent as shown by a mean of
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4.07, and finally insufficient financing, affectéte growth of SMEs to a great extent as
shown by a mean of 4.06, the findings hereby ect@seport by Eden (2004) finance was
also cited as one of the most prominent constrdins.problem related to finance includes
lack of information on where to source for finanstrictive lending offered by

commercial banks, insufficient financing, lacktgfck record required by the banks, lack of
collateral, and the fact that financial institusdack appropriate structure for dealing with
SMEs. Financial constraint among SMEs remains amnadjallenge facing SMEs in Kenya
(Wanjohi and Mugure, 2008).Some of the variousrfgial challenges the small enterprises
face are the high cost of credit, bank chargedeesl The scenario was witnessed in Kenya
particularly during the climaxing period of the y@#08 testifies the need for credit among

the common and low earning entrepreneurs.

4.5 Government Policy and Regulations

TABLE 10
Extent to which gover nment policies and regulations affect the growth of small
businesses
frequency Per centage

Moderate extent 23 21.9
Great extent 55 524
Very great extent 27 25.7
Total 105 100

Source: Author (2013)
The study sought to establish the extent to whmreghment policies and

regulations affect the growth of small businesesn the findings 52.4% of the

respondents indicated to a great extent, 25.7%eofdspondents indicates to a very great
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extent, whereas 21.9% of the respondents indi¢datadnoderate extent. This implies that

government policies and regulations hindered tlogvtit of small enterprises.

TABLE 11
Extent to which gover nment policies and regulations affects the growth of small
businesses.
5 g
= |8 |g |8 5
= |8 |2|& |3 7
o) & © & hat =
+ aj — (@]
o b= S | o &) o
pd — = Q > = 0]
Government regulation about wages | 0 0 0 70 35| 4.33 0.3
Government regulation about taxation) 0 0 0 60 45| 4.43 0.28§
Licensing/ permits 0 0 5 62 43| 455 0.27
Unpredictable government policies 0 0 6 74 25| 4.18 0.3

Source: Author (2013)

The study sought to determine the extent to whareghnment policies and a
regulation affects the growth of small businesbesin the findings, majority of the
respondents indicated that licensing/ permits &fdte growth of small businesses to a very
great extent as shown by a mean of 4.55, governragutation about taxation affects the
growth of small businesses to a great extent asislhy a mean of 4.43, government
regulation about wages affects the growth of simadinesses to a great extent as shown by
a mean of 4.33.Finally unpredictable governmenicpes were perceived to affects the
growth of small businesses to a great extent asrslhy a mean of 4.18 the finding hereby
concurs with the GOK report (2006) that governnpaiicies that are unpredictable ,high
taxation rates, all continue to pose great chalengot only to the sustainability and growth
of SMEs but also to the Kenyan economy. It is tfogeethe government’s responsibility to

ensure that its policies that are formulated afpihg and not hurting enterprises, creating
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conditions for the small business to flourish. lnseg, permits and business regulations for

instance are major challenges facing small entgpri

TABLE 1
Government policies and regulations on the growth of small businesses

g

2 o

3 5 5

a) o < B

> 8| ® > =

2l 5| B 8 2 a

° @ 3 5 ° § je]

B lal= < | & = [4p)
The government policy before and thereafter
has not been very favorable to the small | O | 12| 59 34 421 0.24

enterprises

Business environment is among the key
0| O 7 64| 34| 4.26] 0.26
factors that affect the growth of SMEs.

Complex licensing regime has impeded
0|0 6 65| 34| 4.27] 0.27

economic development of SMEs

Obtaining licenses is time consuming. 0 0 9 69 7 .174 0.28
Source: Author (2013)
The study sought to determine the respondents &fh\agireement with the above

statements which relate to the government polresregulations on the growth of small
businesses, from the findings majority of the resfamts agreed that Complex licensing
regime has impeded economic development of SMEb@sn by a mean of 4.27, Business
environment is among the key factors that affeetgtowth of SMEs as shown by a mean of
4.26, The government policy before and thereafésriot been very favorable to the small
enterprises as shown by a mean of 4.21 and fitfadiyObtaining licenses is time

consuming, cumbersome, and costly and causes delatating new business hence
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hampering private sector competitiveness. As shioya mean of 4.17. The findings above
concurs this concurs with the A report on licersed permits (GoK, 2006), reported that
the complex licensing regime has impeded econoeveldpment. An example is the
transportation of agricultural produce across s#vecal authorities where one is required
to get a permit from each local authority this eases the costs of doing business,
According to Wanjohi and Mugure (2008), small bess environment is among the key
factors that affect the growth of small enterprisése government policies which are
unpredictable, high rates of taxation and corruppiose many challenges, not only to the
sustainability and growth of SMEs but also to thenitan economy that was gaining
momentum.
4.6 Regression Analysis

In this study, a multiple regression analysis wasdeicted to test the influence
among predictor variables. The research usedtstatipackage for social sciences (SPSS V

20) to code, enter and compute the measuremettie ofiultiple regressions

TABLE 2
Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .691(a) .653 . 645 .19440

Adjusted R squared is coefficient of determinatidrich tells us the variation in the
dependent variable due to changes in the indepéndeable, from the findings in the

above table the value of adjusted R squared wd$ @ indication that there was variation
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of 64.5% on growth of small and micro enterprise thuchanges in training, access to credit
and government policies and regulation at 95% denite interval . This shows that 64.5%
changes in growth of small and micro enterprisdccbe account for by training, access to
credit and government policies and regulation. Bescorrelation coefficient which shows
the relationship between the study variables, ftoenfindings shown in the table above

there was a strong positive relationship betweerstady variables as shown by 0.691.

TABLE 3
ANOVA
Model Sum of Squares|  df Mean Square F Sig.
1 | Regression 2.232 6 0.372 3.131  Y4s
Residual 28.294 98| 0.329
Total 30.526 104

From the ANOVA statics in table above, the procdstata, which is the population
parameters, had a significance level of 4.8% wklubws that the data is ideal for making a
conclusion on the population’s parameter as theevaf significance (p-value ) is less than
5%. The F critical at 5% level of significance wta&31since F calculated is greater than

the F critical (value = 1.684), this shows thatdlrerall model was significant.
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TABLE 4

Coefficients
Model Unstandardized | Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta

1 | Constant .298 453 2.165 .006
Training 237 .160 .198 1.479 .012
Access to credit 231 126 .245 1.834 .001
Government policies -.239 145 -.008 -.065 .023
and regulations

From the data in the above table the establishgréssion equation was,
EQUATION 2

Regression equation

Y =0.298 + 0.237 X+ 0.231 % - 0.239 %
From the above regression equation it was revehkdcholding training , access to

credit and government policies and regulatioa tmnstant zero , growth of small and
micro enterprisesvould beat 0.298 , a unit increase in training would léathcrease in

the growth of small and micro enterpridgsa factors of 0.237, unit increase in access to
credit would lead to increase in growth of smalll amicroenterprisedy factors of 0.231,
further unit increase in government policies argltation would lead to decrease in growth
of small and micrenterprisedy a factor of 0.239%At 5% level of significance and 95%
level of confidence, government policies and regoits had a 0. 023 level of significance;
training had a 0.012 level of significance while@ss to credit showed 0.001 level of
significance hence the most significant factorasess to credit. Overall access credit had

the greatest effect on the growth of small and ogerterprises, followed by training while
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government policies and regulations had the Idéstteo the growth of small and micro

enterprises. All the variables were significantq5).
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CHAPTER FIVE
SUMMARY, CONCLUSIONSAND RECOMMENDATIONS

5.1 Introduction
This chapter presented the discussion of key dadenfs; conclusion drawn from

the findings highlighted and recommendation maeéestho the conclusions and
recommendations drawn were focused on addressngfijlective of the study. The
researcher had intended to determine, how dodsofacaining affects small and micro
enterprises growth in Kenya, to find out whetheress of credit affect the small and micro
enterprises growth, to determine the extent to wgmvernment policies and regulations
affect the small and medium enterprise growth.
5.2 Summary of Findings

The study established that lack of managerialitngiaffected the growth of small
and micro enterprises to a great extent The stlstdyestablished that respondents applied
their managerial training more in deploymentfiodnce resources and material,
coordination , design of organization, directininming, controlling activities and finally in
staffing areas. The study revealed that manageiseritical for the growth of every
business enterprise because it is concerned vatbeployment of material, human and
finance resources with the design of organizattoucture. Education and skills are needed
to run micro and small enterprises and there’srg steong positive relationship between
management skills, owner/manager and the enterigselé Those with more education and
training are more likely to be successful in theESs&ctor. Management experience is also
vital for any business growth because it enharteegtocess of getting tasks accomplished

by guiding people and motivating their effortstie role of education in business
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performance one of the things that hold back theld@ment of small enterprises is the
need for better management style. It requires prpla@ning, organizing skills, control, and

proper staffing with qualified and competent persgin

The study revealed that small and micro entezpniaised their capital through,
own savings, from bank loan, borrowing from frisndnd from pyramid schemes, which
implies that majority of the entrepreneurs deedl in this study weren’t much informed
of the current available means of accessing finahlge study further established that
problems like access to credit and raising capitaffected the SMEs to a great extent; it
was also revealed that most businesses were fatethe problems of addressing their
finances. The study revealed that high bank chaagddees, lack of access to long-term
credit for small enterprises, restrictive lendirffered by commercial banks, high interest
rates, limited access to collateral, lack of tremtord required by the banks and finally
insufficient financing, all affected the growth ®MESs to a great extent.

The study established that government policiesragdlations affect the growth of
small businesses, to a very great extent; thisiesphat government policies and
regulations hindered the growth of small entergri3de study established that licensing/
permits affect the growth of small businesses\verg great extent. Government regulation
about taxation, regulation about wages and unptaale government policies all affects the
growth of small businesses to a great extent. Tuysstablished that complex licensing
regime has impeded economic development of SMEsinBss environment is among the
key factors that affect the growth of SMEs therefgovernment policies have not been very
favorable to the small enterprises. Finally obtagnicenses is time consuming and this

causes unnecessary delays to the entrepreneundiogdo Wanjohi and Mugure (2008),
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small business environment is among the key fathartsaffect the growth of small
enterprises in Kenya, government policies thatagedictable coupled with corruption,
high taxation rates, all continue to pose greallehges, not only to the sustainability and

growth of SMEs but also to the Kenyan economy Wed gaining momentum after decades.

5.3 Conclusion
From the study the researcher concluded that laokanagerial training and

experience affect the growth of small and micregmises. It was clear that the enterprises
apply deployment of material and planning and tlesign of organization structure,

coordination, deployment of finance resources amdrolling activities and staffing.

From the study the researcher also conclude thaergment policies and
regulations affect the growth of small busines3égse include licensing/ permits

government, regulation about taxation and unpratietgovernment policies.

The study finally concluded that the enterprisesenter problems of raising
capital, accessing finance and accessing credjprihaof the businesses obtained startup
capital from self-financing. The enterprises famghlcost of credit, lack of access to
finance, lack of access to long-term credit for bexterprises, restrictive lending offered
by commercial banks, insufficient financing anckla¢ information on where to source for

finance.
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5.4 Recommendations
The study further recommends that since lack ofaganal training and experience

affect the growth of small and micro enterprisés; government should come up with
policies on training of business owners and marsaggpecially on directing, staffing,

deployment of finance resources and controlling/aiets.

The study also recommends that although governpwialy and regulations are
important in bringing sanity to the SME business$les,government should seek to address
the pertinent issues like complex licensing regiha has impeded economic development
of SMEs in the country. Other problems in licendikg the process being time consuming,
cumbersome, costly which causes delays in stamewgbusiness hence hampering private

sector competitiveness.

The study finally recommends that the financiatitaons should adjust their tight
regulations and credit policies and the means t&rdening the creditworthiness of the
SMEs and the credit appraisal. The banks shouldeagmwith other means of establishing
the creditworthiness of the SMEs without necesgéoibking at their asset base but on their

financial records. Towards this end, the banks lsheducate the traders on book keeping.
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APPENDIX |

Questionnaire
GENERAL INFORMATION

1. Gender of the respondent
Male [1 Female [

2. Age of the respondent
Below 20years [ ] 21-30 years [] 31- 40yrs []
41-50 years [] above 50 years| |

3. Highest Level of education

Primary [] Secondary []
College [] University []
4. No of years worked in the enterprise
Below One Year [] 1-5Years []
11-15 Years [] Above 15 Years [ ]

5. What is the total number of employees in your bessn
Lessthan5 [ ]
5-10 [ ]
Above 10 [1]
TRAINING

6-Y6ars [ ]

1) To what extent does lack of managerial training@fthe growth of small and micro

enterprises?
Very great extent []
Great extent []
Moderate extent []
Little extent [1
No extent []
2) To what extent does lack of managerial experieffegtathe growth of small and micro
enterprises?
Very great extent []
Great extent []
Moderate extent []
Little extent [1
No extent []

3) To what extent do you apply experience as a managtre following areas of your

business? Use a scale of 1-5 where 5 Very greaheahd 1 not at all
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Deployment of finance resources

Design of organization structure

Deployment of material

Planning

Staffing

Directing

Controlling activities

Coordination

4) To what extent do you agree with the following sta¢nts related to managerial training
and experience? Rate where 5 is to a strongly agred. is strongly disagree

Statements 1/ 2| 3|45

Management and management experience is vitahrfpibusiness growth for
it enhances the process of getting tasks accongalis/ith and through people
by guiding and motivating their efforts.

There’'s a very strong positive relationship betwadanagement skills,
owner/manager and the enterprise itself

Management is critical for the growth of every Imesis enterprise for it is
concerned with the deployment of material, humash famance resources with
the design of organization structure

Education and skills are needed to run micro analssnterprises

Those with more education and training are moreyiko be successful in the
SME sector

ACCESSTO CREDIT

5) What was the initial source of capital for your iness start-up?

Self-financing []
Borrowing []
Loan from bank []
Pyramid schemes []
Other sources []

6) To what extent does this enterprise encounter prodlrelated to the following? Use a
scale of 1-5 where 5 Very great extent and 1 natlat
1 2 3 4 5

Raising Capital
Accessing credit
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7) To what extent does your business face challemgf#sancing business expansions?
Very great extent []

Great extent []
Moderate extent []
Little extent [1

No extent []

8) To what extent does the business face the follovimancial challenges that affect its
growth? Use a scale of 1-5 where 5 Very great éxed 1 not at all

112 (3|4]|5

Lack of access to long-term credit for small entisgs

High cost of credit

High bank charges and fees

Restrictive lending offered by commercial banks

Lack of access to finance

Insufficient financing,

Lack of track record required by the banks

Limited access to collateral

GOVERNMENT POLICY AND REGULATIONS

9) What are some of the challenges encountered relatgavernment policies and
regulations?

10)To what extent do government policies and regutat@affect the growth of small
businesses?
Very great extent []

Great extent []
Moderate extent []
Little extent [1

No extent []

11)To what extent do the following aspects on govemnp®licies and regulations affect
the growth of small businesses? Use a scale olvhéie 5 Very great extent and 1 not
at all
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Government regulation about wages

Government regulation about taxation

Licensing/ permits

Unpredictable government policies

12)What is your level of agreement with the followirsgatements on the effect of
government policies and regulations on the grovignmall businesses? Use a scale of 1-
5 where 5 strongly agree and 1 Strongly disagree

The government policy before and thereafter haveenh very
favorable to the small enterprises.

Business environment is among the key factorsatiatt the
growth of SMEs.

Complex licensing regime has impeded economic deveént of
SMEs.

Obtaining licenses is time consuming.

THANK YOU
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APPENDIX 11

Target Population

Business Business Code Description Total
Category Count
1 110 Micro Trader Shop or Retail Service 196
115 Small Trader, Shop or Retail Service 495
3 315 Small Transportation Company 112
335 Small Petrol Filling 40
365 Small Storage Facility 41
380 Small Communications Company 8
4 415 Small Agricultural Produce Processor/Dealer 44
5 515 Micro Lodging House With Restaurant |Or 3
bar
518 Small Lodging House With Restaurant/Bar 2
524 Micro Lodging House 3
527 Small Lodging House Basic Standard 4
546 Small Restaurant With Bar 9
549 Large Eating House; Snack Bar; Tea House 5
552 Micro Eating House; Snack Bar; Tea House 10
6 610 Micro professional services firm 3
615 Small professional services firm 31
630 Micro financial services 2
635 Small financial services 3
7 735 Small private health facility 3
740 Doctor/ Dentist/Physiotherapist A3
760 Small Entertainment Facility 3
8 815 Small Industrial Plant 3
825 Micro Workshop, Services-Repair 14
Contractor
830 Small Workshop Service Repair Contractor 44
Total 1,121

Source: Nairobi City Council, Licensing Departm&@12)
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