
AN INVESTIGATION INTO THE PROBLEM FACED BY SMALl" SCALE INDIGENOUS 

BUSINESSES AS PERCEIVED BY THE OWNERS. 

THE CASE OF KITUI TOWN 

BY 

JOHN MUSYIMI~ILONZI 

~ . i i\Cl~MENT RESEARCH PRO.JECT SUBMITTED IN PARTIAL . FULFILLMENT OF 

'! ' lit;: REQUIREMENTS OF THE DEGREE. MASTER OF BUSINESS ADMINISTRATION. 

FACULTY OF COMMERCE. UNIVERSITY OF NAIROBI. 

JULY 1992. 



DECLARATION. 

This Mana~ement Project is MY Ori~inal Work and has not been 
nresented for a de~ree in anY other University. 

~ ::4 l I A-Uv.-~. ._-o I I CJ ~ . Si~ned:--- --------------------- Date:------- ------------
JOHN MUSYIMI KILONZI 

This Mana~ement Project has been submitted for examination 
with mY annroval as University Su:nervisor. 

Si~ned:~------------- Date--~~H~~--------
Catherine W. N~ahu 

Lect.urer 

Denart.ment. of Business Administ.rat.ion 



DEDICATION 

To mv Parents. Mr. Gabriel Kilonzi Maluki and Mrs Patricia 

Mwathi Kilonzi without whose love. efforts 3.nd enc.oura~ement I 

could not have ~one this far. 



( i } 

ACKNOWLEDGEMENT 

In the comnlex task of undertakin~ this studv and nroducin~ 
the findings within the context of a single nroiect. I have been 
Riven indisnensable co-oneration. assistance and encouragement bY 
several neonle. It is mv heartful nleasure to extend mv sincer~ 

Rratitude to all of them. 

~v first gratitude ~oes to Miss C.W. NRahu. Lecturer. Business 
Administration Denartment and mv Sunervisor. whn gave me advice 
guidance and valuable reading materials. Without her dedication 
and active interest ·in mv work. this nroiect would not have been 
successful. 

I wish to reRister mY annreciation to all mY classmates for 
the Rood comnanv we had for the gruelling M.B.A nrogramme. To each 
of them I sav thank vou for your comradeshin and God bless vou. 

Mv thanks also Ro to the small scale entrenreneurs who 
narticinated in this studv. I sincerelY thank them for their co-
oneration and the sneed with which thev resnonded. 

I am also grateful to lecturers in the FacultY of Commerce 
-t\?hose comments and suR Rest ions during the entire staRe and the 
nronosal nresentation staRes reshaned the face of this nroiect. 

Mv most sincere Rratitude Ro to mv mother Patricia Mwathi. mv 
uncle Patrick KilYunRi and his wife Ruth. mY cousin Caxton Munvoki 
and his wife Paula. mY brother Sammv and his ~vife Martha and 
brother in law David and his 'vife May for their sunnort. 
encouragement and dedication to mv well - being, I find no fitting 
'vords to 



( i.i) 

thank them for their valuable sunnort. 

I annreciate also the efforts of mv dad. Gabriel Kilonzi and 

~rad mother Kilo Muthina and late ~rand father Maluki Mwaniki for 

their encouragement in mv studies. 

To vou all (many to mention) who narticinated in one way or 

the other I say THANK YOU. 



(iii) 

ABSTRACT 

This study sought to find out the nroblems faced by small 

scale indigenous businesses as nerceived bv the owners. It also 

sought to document the measures considered imnortant in solving 

these nroblems. The need fnr this studv arose from the fact that 

many of the small scale indh1:enous businesses have not ahvavs 

nerformed as exnected. This is rtesnite the fact that government 

and other non-government agencies have made deliberate efforts to 

hel1> the ltncoming African businesses and esneciallY in the rural 

areas. 

To achieve the obiective. nrimarY data was collected from 45 

businesses in Ki tui tm.;rn. The method of data collection was 

through interviews with the owners of the businesses. 

The nroblems that have confronted businesses in the area of 

studv were analvzed and were found to be of two tYnes basically. 

Thev are internal nroblems that are considered as directly 

associated with the businessmen themselves and within their 

control. And second were external nroblems that originate from the 

environment and as such the owners do not have direct control on 

them. The first category includes nroblems like imnroner business 

records and lack of formal education. The second categorY 

nroblems include. drought\famine. high loan interest rates. lack of 

customers\market and short credit neriods for loans. 

The concl~sion reached after the investigation and analvsis 

was that anv assistance meant to heln the small scale indigenous 

businessme~ will onlv succeed if it is carried bv a highlv 
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motivated and discinlined workforce that will not onlY give advice 

and heln to each businessman according to his unioue situation and 

needs, but also ensure a follow - un constantly, so that nroblems 

can be detected and corrected in time. 
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CHAPTER ONE 

INTRODUCTION 

1.1. BACKGROUND OF ~HE ~TUDY 

Governments throughout the world are turning their attention 
to small scale enternrises. Attemnts to nromnte eronomic nrogress 
bv establishing large industries have usuallv failed to imnrove the 
lot of the ma.ioritv of thP nonulatinn, and small bnsinesses arP nol,' 
vie~ved as an imnortant element in even and ermi table economic 
dPvelonment (Harner and Soon, 19791. 

The imnortance of develoning small scale African Businessmen 
so that thev can nlav their full role in the economir develonment 
of Kenva has in recent vears begin to receive due recoj;!:nition 
narticularlv since indenendence in 19R~. 'T'he sm.qll 
enternrise as a nrimarv means of strengthening Kenva's economv was 
highlightPd in sessional naner Nn.1 of 1~86 and the sjxth National 
Develonment Plan (1989 - 1993). Therefore one wants to ask whv 
this sertor is receiving snch i.mr,ort:ancP in rPrenr :_vpars. Onp nf 
the leading researchers in this area has correctlv observed 
that .. ,.,., .. 

Social nroductivitv of small scale enternrise in Kenva romnares favo1lrabl v '-d th that of the modern sect or, \\7ages are at lea~t as high as in commercial agriculture and stand un tolerablv '-vPll in comnarision lvi th those of modern urba.n industrv. The nrivate return on invested canital exceeds that nf most modern sector enternrise. monev nrofits of the owners nlace most of them in a higher than average bracket for Kenva (Child. 1973!. 
Kenva like manv other develoning countries faces an acute 

shortage of ernnlovmPnt onnortuni ties and unemnlovment has even 
affected the universitv graduates to a large extent, let alone the 
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thousands of nrimarv and serondarv schnol leavers. 

Kenya's no nul at ion is nro.i ect ed to be annroxim~.t el v 3 5 mill ion 

bv the vear 2000, therefore develonin~ of the small scale 

businesses will definitelv be a wise move to onen more job 

onnortunities for the voun~ of this nation in addition to 

affecting economic develonment. The sector. therefore has a major 

role of exnanding the nresent labor force of 8 million IILO. 19R91 

to 14 million bv the vear 2000. This tvill no doubt contribute 

towards national ~rowth nf a~gre~ate outnut and canital formation -

all of which are necessarY for the overall economic develonment 

and exnerience has also shown that small srale businesses are the 

most fruitful and the onlv significant training ground for future 

industrialists in Turkev and GrePce ( Flexa.nder, 1960 l and the 

Phillinnines (Mover and Hollander. 1968. P.3l. 

The small scale indigennus husinesses are a big majority and 

are therefore notent iall v verv imnortant to the general develonment 

This fact has ht7P.n real i zPd l:w thP 

government, which has gone a long wav in helning and encouraging 

this sectnr of our economv to develon. A numher of governmental 

agencies have been set un to nrovide financial and education.::\! 

sunnort to sma.ll scale businesses. These agencies inrlude:-

Develonment Finance Comnanv of KenYa (DFCKl. Industrial and 

Commercia.! Develonment l'ornoration ( ICDC \. Kenva Indnstrial Estates 

IKIE), Kenva Industrial Training Institute IKITil among others. 

2 



It should be noted however. that with all the government 
efforts and the large number of thP sm~ll scal.e indigenous 
businesses. their economic imPact is vet to be felt. not onlv at 
the national level. but also in thP rHr~=d areas. 

~ajoritv of the Kenva POPulation live in the rural areas lover 
80%1 where the economic is relativPlv underdeveloned when comnared 
with the urban areas like Nairobi. Mombasa. Kisumu and Nakuru. 

The kenva rural POPulation is engaged in some cases in 
subsistence farming, while in other cases some of the small scale 
farmers are making reasonable contribution to thP national economv 
bv Producing cash croPs like Coffee. Pvrethrum. Wheat. Cotton Rice 
and Sugarcanes. Some of these croPs earn the economv the much 
needed foreign exchange, On the other hand. there are those small 
scale African husinessmen ~'hn are also Plavi ng vi tal role in 
., onening 1.rn" those rel~tt i ·vel "'f{ bacl(ward r1..1ral areas t .o modern 
Pconomic svstem bv introducing hnsinPsses \n the rnr.l'l.} a.r e As . 
These businessmen are found in such trades as shoPkeePinR small 
scale industrialists. while others still hAve taken to trans nort 
business - the · "Matatus" are well kno,vn in Kenva. 

1.2. STATEMENT OF THE PROBLEM 

In the area of economic develoPment it "\vould seem that "the 
davs of small things" (The Hol v Bible. Zacharich 4:10 1 is 'vi th us. 

' The small scale indigenous businesses have a vital role to plav in 
Kenva to assist the nation to develoP. 

The Small Scale Enterprise (SSE's I Plav a kev role in the 
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Kenvan economv. In addition to ~enerating emnlovment. thev nromote 

individual business cult1tre. Arcording to GovernmPnt statis~ics. 

SSE's account for 40% of the National wage emnlovment and about 20% 

of the Gross Domestic Product IDailv Na~ion. Mav 21. 19q21. 

These figures underline the imnortance of SSE's to the 

National Pconomv and Are Also a noird:. er ~o thP nrRPnt ne-e-rl to 

sunnort the sector and enable it to realize its full notential. 

If it is true that sma.ll hnsines~e~ can nlav 8. Yital role in 

a countrv' s develonment, then everv attemnt should be made to 

assist them as far as their nPeds are concerned. Nevertheless. 

although manv small scale Afric0.n businessmen have exnressed a 

desire to imnrove and exnand. the overwhelming ma~oritv of them 

have remained relativelv stagnant. This is most likelv due to the 

manv nroblems thev face deficiencY in education and exnerience 

amon~ other nroblems that hinder their success in business. 

It SPems reasonable to suRRPst ~hat the pfforts of the 

!2:overnment of Kenva. International aid agencies and others to 

Assist and encourage Ken~van sm8ll sc8le bnsinesse-s l.d lJ be more 

nroductive if thev identify and at the same time trv to solve some 

of the nroblems facing these individuals and concentrAte on smAll 

Rrouns of entrenreneurs who have the desire and canacitv of 

innovate. imnrove and exnand their businessPs, To scatter funds 

and technical assista.nce nersonnel amon~ comnarati vel v large number 

of ent renreneurs who have shm-:n little or no ca.nac it v to mePt 

business standards is in large nart a waste of these verv scarce 

develonment resources. 



There has been a number of studies now carried out bv scholars 
and some even snonsored bv the Rovernment in this verv imnortant 
area (see Kessio. 1981. MwanRi. 1975. Harner 1974. Mbuvi 1983. De 
Wilde, 1971. Child 19721. all these_scholars have made an effort to 
investiRate reasons behind the noor nerformance of the small scale 
indigenous businesses. 

Most of these studies were carried out in the earlier vears of 
indenendence. therefore there is a need to carrv out further study 
in this area and for this studv to be useful to government and 
nractising businessmen, it will be necess<:!TY to intervie\o,' these 
businessmen to find out the major nroblems thev face while runninR 
their businesses. 

1.3. OBJECTIVES OF THE STUDY 

The main objective of this studv was to identify the nroblems 
faced bv sm<:!.ll scale indiRenous businesses as nerceived bv the 
owners and then to recommend more effective and efficient wavs of 
minimising these nroblems. 

-1.4. DEFINITIONS 

This na~er concerns the small scale Indigenous businessmen or 
businesses and as such there is a need to define what we mean hv 
the terms "business" and "small scale business". 
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1.4.1. A BUSINESS 

The terms business can be defined as "An enternrise ~.:rhich 

nrovides goods or services that neonle need and at the same time 

gives the sunnliers of material or labor. and the owner sufficient 

navment for the sunnlies. hours of work nr invPstment that thev 

have nrovided" (Harner. 1973, P.lOl. 

A business can a]sn simnlY be ctefined as "An economic ar'ti·dtv 

more or less intended to make a nrofi t" (Hailes and Hubbard. 1983, 

p. 370 l. 

The following is a list of terms that can be used to describe 

a businPss. 

b1Jsiness. 

Each tPrm tells something ahout the size of a 

total assets - all that a business owns. 

net worth - business assets less what is owed. 

gross nrofit - moneY left from sales after all exnenses 

lexcent taxesl have been naid, 

net nrofi t what is left from gross nrofit after 

business income ta~es are naid. 

emnlovees - total number of workers and managers listed 

on the nayroll. 

income net receints. the total sales less returns 

allm.:rances and d i srnnnt s (Hailes Ptnd I-fnbhard, 1 9R:i l. 

It is imnortant to note that some businesses fail because thev 

are imnronerl~· exnanded 8.nd others are llflSlJccessflJl be-cause the,• 

exnand too quicklY and cannot handle the nroblem that come with 
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1. 4. 2. A SMALL SCALE BUSINESS 

It is difficult to define a small scale business because 
different definitions are ~iven a different countries denendin~ on 
the size of the economv and tvne of criteria used. It also denends 
on the nurnose of classifvin~ a business into cate~ories of small. 
medium, or large, 

The noint below which an enternrise is deemed to be small and 
the lvaY in ~vhich jts si?ce is measured h8s bt?Pn ::1 snh.iPct ()f deh~tf7 
(Harner. 1984}. 

Overall. ho~vever. ., small business., is a general term tvhic h 
refers to firm whose sizp is in somP WAV limitF>d (Low, lqRn, P.~2). 

Belandress. L. defines small scale enternrise as the 
manufacturin~\industrial or non-manufB.cturinq serYice Pnternrise in 
which the owner - manager is not necessarilY activelv engaged in 
nroduction but nerforms the varied task involved in guidance and 
leadershin without the heln of a snecialised staff IBelandress. 
1 q87 l. 

"An SSE is a smalL nrofit oriented firm between one and 50 
f7mnloYees And whose total assPts do not excPed Kshs. 5 milli()n in 
value" IDailv Nation, Mav 21. 1992). The SSE's are further divided 
into: 

lil Formal Sector Firms- These firms usuallv have between 10 and 
50 emnlovees. 

Iii} Informal Sector Firms- These are commonlY known in KenYa as 
Jua Kali businesses or Micro Enternrises and have hPtween one 
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and nine emnlovees. 

According to the statement by the United States Committee for 
Economic Develonment, a small business has two or more of the 
following characteristics:-

(a) Management Indenendence: Usually in a small business. the 
managers are also the owners. 

lbl Canital sunnlY and ownershin: Usuallv in small business firm 
cani tal is sunr,l ied and otvnershi n is held h~· an inrl.i '-·idual or 
a small groun of individuals. 

lei Area of nnerati.nns is mainlv local : WorkPrs and n~ners arPin 

one home communitv. Markets need not be local. 

ldl Size tvithin industrv is relative: Usualb· the business i s 
small tvhen comnared to the biggest in its field (Committee for 
Economic DPvelonment. 1978. PP. 6- 7), 

The small enternrise sector covers many different tYnes of 
nroducti ve activities that resnond to a wise range of market 
onnortunities, Analysing the nroblems of the small scale 
enternrise sector in Kenva is even comnlicated further bv 
differences and ambiguities is the terminologies used. Some 
writers definP the sector for regulAtorv nr statistical nurnoses in 
terms of the volume of labor or r1.mount of canital emnloved. A 
different definition be used for establjshing eligibilitv for 
government assistance. At nresent. there is no exnlicit legal 
definition in Kenv8 of thP term "small enternrise". 

From the foregoing, it can be seen that there is no standard 
definition nf " 11 h · " a sma us1ness . therefore in studving thP small 
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business sector one is forced first to define what one wants to 
studv. 

For the nurnoses of this naner. the definition of small scale 
enternrise as given bv GOK \ ILO \ UNDP center nroiect will be 
adonted that is "as an enternrise consist.ing of 0 - 50 emnlovees ( 
GOK \ ILO \ UNDP center nroiect. P. 61. This definition according 
to Farbman and Lessik 1989 !cited. Henk T. 1990. P. 271 includes 
all small - scale sector which comnrises three subsectors:-

A survival subsector comnrisin~: the 'noorest of the noor' 
engaged in economic activities of the last resort. whnse returns 
are extremelY low. 

A microenternrise subsector made un of firms with un to ten 
workers. Using traditional technologv and serving local markets. 
these firms are said to corresnond to the ILO version of the 
informatal sector, and to be found in rural areas and in urban 
areas, The account for the maior nart of emnlovment in retailing, 
services and transnortation. 

A small scale enternrise subsector comnrising larger firms 
having betweP __ n_ t rl f"ft 1 _.en an ___ l _ v "tvor s:ers, The share in emnlovment of 
this subsector is smaller than that of microenternrise though the 
f" - lrms in it are more efficient. 

The small enternrise sector in Kenva is comnrised of a range 
of enternrise. including self- emnloved artisans. li.e. Jua Kali 
enternrise having a few emnloveesl. cottage industries. sole 
nronrietors, and small enternrise in the formal business sector 
having some 10 or more emnlovees IGOK \ ILO \ UNDP center nroiect. 
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1989, P,7, 

These sm<:tll sc<:tle enternrises mav . engage in trade. commerce 

distribution, transnort, agro-business. manufacturing and 

maintenance or renair services. 

1,5, IMPORTANCE OF THE STUDY 

This naner is exnected to be of imnortance of the ministries 

of Finance, Commerce, Industrv, the government in general and 

voluntary organizations - like foreign comnanies and international 

aid agencies - all of which have had interests in helning the small 

scale African businesses. 

It will also be of heln to those government agents that have 

been set un with the aim of helning the develonment nf the small 

scale African businesses and the intermediate industrial sector. 

These are government cornorations likP the ICDC. KIE. Rllral 

Industrial Develonment Centres ( RIDC l, the District .Joint Loan 

Boards .. IC_P_nT .. •a_ N1. " __ tl"on" __ l Tradl"n.". n tl"nn "mnnrt nth~r~ 
, "' ..., _ ..., " ,_.ornora _. _ _ """ __ F ___ ._ '=-- ,,. • 

The naner will also be of assistance to the financial 

institutions and the small scale indigenous businesses alike. 

The findings of the study could be useful for nersonal 

develonment in one ' who is interested in furthering his \ her 

knowledge in ll h · sma ._uslnesses. 

FinallY the naner will be of imnortance to the scholars who 

may have interest in the studies of small scale African traders in 

the future. 
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1.6. OVERVIEW OF THE PROJECT 

This nroiect is organized in five chanters. Chanter one Rives 

in introduction on thP small scale businPsses and mnre snecificallv 

their imnortance in the economv. The chanter also Rives a brief 

outline of the nroblem studied. obiectives of the studv. 

definitions of ,.;rorking concents and the imnortance of the studv. 

The second chanter review literature nertinent tn the 

obiectives of the studv. This is. literature on the nroblems said 

to face small scale businesses. 

The third chanter deals at length on the research design. A 

rl" -lscussion of the nonulation. the samnlinR nlan. da~a collection 

method and data analvsis techninue is given is details. 

The fonrtb chanter Ri'-·es a SlJmmBrv of the da.ta anal~·sis cmd a 

discussion of the findings, It Rives an analvsis based on the 

obiertives stated abnve. 

The fifth and last chanter Rives the conclusions, the 

recommendations. the limitBtions of the studv and suggPstions for 

further research. 
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CHAPTER TWO ; LITERATURE REVIEW 

2.1. THE PROBLEMS AS PERCEIVED BY THE BUSINESSMEN 

As noted earlier in the introduction. the small scale 
indigenous businesses have been receiving attention from both the 
scholars and the government alike. The reasons for this attention 
were stated in the introduction. and in this chanter. there is the 
need to look at the nroblems these scholars have raised in 
connection with the small scale African Businessmen, and finallY 
look at their conclusions. 

The Institute for Develonment Studies liDS) of the University 
of Nairobi which engages in research esneciallv in social sciences 
has contributed alot in this area of small scale African 
businesses, In addition many scholars have research in this very 
imnortant area. 

In his Ph.D thesis. Harner took a studv with the objective to 
examine the hvnothesis that: 

Individual extension services are necessary for nromoting the develonmPnt of small businesses in genPral. and small scale ret8.ilers in narticular, and that such services can economicallY and effectivelY be nrovided bv staff with onlY four Years of secondarY education, no business exnerience and a minimum of formal training, 

And he formulated his hvnothesis from his belief that: 

Small scale retailers have traditionallY been disregarded or even disnersed. It is suggested that they can nevertheless nlav a vital role in Kenya and elsewhere. by satisfying the ~eeds of their customers. making available a wide variety of lnnuts which are necessary for develonment. mobilising otherwise idle capital and other resources, nnd rrovidin~ enmJ ovment nnrtcrtn:ni ti~@ and fl -sourctl;' of entrrpr~n.t;>U:t;'-tg:t t~l~nt \Hn:r11t:'r-.--1974 P.75). 
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In order to verify his hYnothesis Harner carried out his studv 

in Nveri and Machakos districts. He interviewed the retailers. 

Harner in his studv was able to conclude that canital was not 

reallv a. constraint ::~s most of the hllSinessmPn believPd h1lt r::~. ther 
the biggest nroblem was the effective emnlovment of the canital 

lvhiC'h existed. Thus he savs "shortage t.:a.s to some extent illusorY. 

and detailed examination of the financial nosition of a samnle of 
169 traders substantiated this view, ThF>ir main nroblPm was their 

failure to make the most efficient use of the existing cani tal 

rather than a. need for more from outside" (Harner. 1974, P. 243 l. 

Thus Harner recommends an extension service to the small scale 

businesses that will be on the traders nremises and this should be 

more effective and tvill be able to use the fourth from school 
leavers with A short neriorl of training, He furthPr argues that 
the dual nurnose of the government agencY as advisors and sources 

of c:.:~ni t:.:~. l should hP disrourBged for thPse t•Jo roles t.:oulrl be 

conflicting if carried out by the same government agent. Relations 

at first t._rhen the attend business 
training courR_P_ o_r 12_- ~_t d · f th o- nt a,..Pnt fo_r he tdll ~ a_ v1se _rom _ _ e ~.overnme __ "'· __ 
see this A f 1 h 1 t · h · th t '11 l d t --s a wav o_ estab _is _ing a re_a _lons_ 1n _. a _ w1 ea _ o 
a successful annlicat ion for a loan. Once a loan is received 
relations are likelv to be strained when the agent now wants the 
loa.n renavment. 

Mwangi !1975) in his studv, to evaluate the role and 

nerformance of the shonkeeners in central nrovince, conducted two 
survr->vs th~ f. t - · -· - ~ -lrs . one, "consumer oninion on small scale African 
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shonkeeners ., and a second entitled "Salesmen's on inion on small 
scale African shnnkeeners''. The first one was aimed at assessing 
the nerformance of these shonkeeners from the eves of the consumer 
while the second assPssed them as thev were seen hv the salesmPn. 
In addition to these h,.ro M~vangi e.lso established a 11 stande.rd of 
efficiency" (Hwangi. 1975. P.l3l. 

This included (al mn_nt_ h_l~.· l t r _ sa es urnove of f?:oods, (b) nccurat0 
records of business tre.nsections. (cl method e.nd 11ractice of 
nurchasin~: "l.vhich reduced rtmount of dead stocks. ( d l the shon' s 
annearence and use of disnlavs e.s a selling tool. Bv using thesP 
four criteria it was nossible to evaluate the nerformance of these 
husinessmen and find out the nroblems afflicting them. 

Mwangi concluded that these businessmen nlaved a vital role bv 
creating increasing joh onnortunities e.nd acting as training 
grounds for future entr0nreneurs in addition to th0 utilization of 
nersona.l saving s and nther rf'>so~trces and nutting them to nrodllrt i ,.e 
1Jse, 

Like other researchers in this area M'"angi found that 11 lack of 
canital was reneatedlv mentioned morP than Anv nthPr n~nblPm, Some 
of the small scale shonkeeners even disregarded anv other 
nroblems," F ' h h -urther nrobing e.nd ane.lvsis indice.tes t.at t P root 
cause of nrn.blem~,_ fa~_. l. n'"'. ·. th t d · t h f d "' _, "' _ ese ra.ers 1s o _e oun. 
Clllhlral bar_.lrrt_r_ol_ln. d ~.nd t .he · rl f h · ""' _ o 1na .. e<1uacv o _11s1ness 

in their 

t . . ~ _ ra1n1n-. 
" ( Mwangi, 1975. p, 182}. Thus M"l.,.rangi recommends extension service 
to small sca.le African shonkeeners, and the develonment of an nrg . 
- .. anlzat ion for small sce.le business develonment. nrefera.blv under 
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ICDC ~..:ri th two 8.rms focus in~ on the devP.lonment of sm.::tll scale 
industries. and small scale shons. 

This shov,rs that Mwangi like Harner. feels the nroblem that 
faces the African businesses is not canital but the tneffi~ient use 
thereof and suggests an individual extension sP.rvice to these small 
scale retailP.rs. HP. furthP.r argues that cultural constraints have 
militated against thP. nerformance of African businessmen and this 
nroblem would also be overcome hv the extension service. 

Marris and Sommerset 119711 found that two thirds of all the 
Kenva businessmen thev intervjewed believed that their most 
imnortant nroblem is shortage of cani tRl and "fe~.;r of the countrv 
shonkeeners throught of anv other nroblem worth noticing''. 

Garlick savs that in some narts of Ghana children who are born 
on the dav a loan is gr!:mted 8.re sneciallv named for the event 
!Garlick, 1959. P. 331. Garlick annears to take at face value the 
belief of traders in Kumasi when he suggests that more loans. lnw 
interest rates. more ~uarantees and more lenient securitY 
re0uirements would be thP best remedies that cnuld be nrovided for 
the nroblP.ms as he saw them !Garlick. 1959. P. 971. 

McCrory concludes from his detailin~ Sllrvev of small 
businesses in one town in northern India that the need for canital 
was the nrincinle reason for the lack of success of this sector 
IMcCrorv. 1956, P.3). 

Bosa ( 1966) observed that, amon~ the many nroblems ~v-hich 
confront small scale enternrise in underdeveloned - as ii develoned 
- countries, few have nroven to be as difficult to solve as those 
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And where African small businesses are concerned. 

these nroblems are even man:v. manv times fold more intractable. He 

found that small business in Uganda - as in other narts of the 

world - denended ver:v heavilv on self finance. In other words. 

famil v finance was the largest source of the highlY successful 

businesses in Uganda, However. Bosa. established that where 

African businesses are concerned. this fundamental source of 

fin.qnce for small bus in0 sse s t.ronld seem to he a closed A.\'ernv:·. 

Kessio 119811 found that the most recurrin~ nroblem mentioned 

bv the businessmen interviewed as the most imnort8nt in h8m1"lPrinP: 

the success of their businesses was the lack of finance. 

De Wilde. in a samnle nf seventeen countries in African 

confirms that a maioritv of African businesses consider financing 

their nrincinle nrnblem. He contends. however, that financing 

difficulties "reflect 

skills a.nd tr-3.ining" 

more 

I De 

basic 

Wilde. 

nroblems of inade~uate business 

1971. P. 17 l. He therefore, 

advocates that financing of African businessmen should be 

accomn!'l.nied bv effective measur~?s tn access the canaci t~T for 

entrenreneurshin (De Wilde, 1971. P.18l. 

Otieno (19881 observed that the major business nrnblems on 

ini tiatior- included lack of adequate cani taL finding sui table 

working Premise. finding customers. getting tools and imnlements 

getting raw materials. getting skilled workers. high license fee. 

and lack of trustworth:v emnlovees. He concluded that small 

businesses suffer from inadequate institutional financing because 

of the aforesaid reasons. therefore making canital funds destined 
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for such enternrises lie idle. 

The above researchers viet.rs tvere correct l v summarised bv 
P8rris t.rhen he statPd that t Itt t t t t t t "ask anv small African 
businessman what his nrincinle nroblem is, and he will invariablv 
sa-;- '' money" or lack therefore" ( Pa.rris, 1968. P, 56 l. 

The belief that the most nressing nroblem of small scale 
b11sinessmen is shortag-e of C81Yi tal is not eon fined to K~7n:V8. Tt s 

more widesnread. In New Guinea the small scale shonkeeners cannot 

undr->rsta11d t,•hv Agencies set nn to nromote sm::~ll hnsi.ness ~.:ant to 

discuss nrofits. market. and such things when all they believe to 

be necessarv is a loan !Harner. 1974, P.76l. Even in a develoned 
countrv like in the United States, lack of cani tal is still 

considered bv small husinessmf'>n to be their ma.ior diffic1tlty 
!Harner, 1974, P.771. 

It is imnortant to note that in order to assist small 

Indigenous businPssmen to usP their resources efficiencv and to 

meet increasing challenges, the financial assistance institutions. 

t,Thether gnvernment or nriv8te, •.!ill have tn F>Xnand and imnrove 

facilities for nroviding technical assistance, training and 
education (Geiger and Armstrong, 19R4, P. lOR}, 

During research on the develonment of nrivate businessmen in 
African both Geigppr:- and Armstrnng nhsPn:ed th8t. "virtu::~l.lv ::~11 

African Governments have been better organized and more successful 
iP tr8ining and ednc8tinn t-han Ln finl'lnci::~l assjst. ::~nce nrogrammf'>s'' 

!Geiger & Armstrong, 1964. P.911. 
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As mt:>nt iont:>d E>ar 1 iE>r on. thE> InstitutE> for Dt:>vt:>lonmt:>nt StudiE-s 

(IDS l, UnivE-rsitY of Nairobi 1mdt:>rtakt:>s rE>st:>arr:h on thE> sor:i8l 

scit:>nct:>s. and on small African busint:>sst:>s in nart.icular. In 

addition thE> IntE-rnational Bank of Rt:>construr:tinn and Dt:>vt:>lonmt:>nt 

( IBRD l has also donE> somE> good tvork in this a.rt:>a. OnE> sue h 

rt:>sE>arr:h and unnublisht:>d rE>nort dt:>als with ''Small BusinE-ss 

Dt:>vt:>lonmt:>nt in Kt:>mra" ( Rt:>nublic of Kt:>nva. 1972 l. 

This rt:>nort is nnE> of thP intE-rE-sting works bv I.B.R.D. which 

is rt:>lt:>vant to this Pant:>r. Tht:> rE>nort focusE-s on thE> nroblt:>ms that 

thosE> institutions st:>t un to nromotE> and ht:>ln African tradE-rs and 

makt:>s snt:>cific rE-commE-ndations. OnE> such recommt:>ndR~ion is th E> 

suggE-stion that there is a net:>d for individual extension SE-rvicE> 

which art:> nE>cessarv for nromoting thE> dt:>vt:>lnnment nf small businE-ss 

as advocated by HarnE-r in a nan~?r E>nt it led" An annroach to staffing 

a small business extension servicE>'' (HarnE-r. 1973!. 

Tht:> Institution for Develonmt:>nt StudiE-s in tht:>ir naner. "The 

Social Barr i.ers to African Ent renrenE>urshi n" (Marris 1968 l , taC' kles 

tht:> social cultural nroblt:>ms that confront small scale ;\frir:an 
\ 

businE-sses. 

It i~ oftt:>n contE-nded. esneciallv bv Non-African rE-searchers 

t h a t: t hE> o h 1 i g a t i on s i n h E' r en t in :=t t r a d i t: j o n a ] s n c i E> tv ,,. h E> r 1'? 

extt:>nded familY svstt:>m nrt:>vails seriously inhibit the success and 

grotvth of '\frican hllsjnPssmPn. Although thPse ki.nsbir1 ti.es m:ight 

on the surfacE> imnede the develonment of sur:cessful businessmen. 
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nlav an imnortant role in contributing to other members of the 

familv when startinR a business. ''VirtuallY all the surveYE· on 

African business enternrises that have been made testifv to the 

imnortance of family contribution to initial financing (Geiger & 

Armstrong, 1964. P. 341. Bauer 1196~1. in his book. discusses in 

detail the snecific factors which influenced the develonment of 

West Afric~n tr::~de. with an emnhasis in NigPria. In this book he 

also looked at the major contraints confronting the develonment of 

small sc::~.le African reta.i lers a.nd assPt.s th::~t cul t1tral nroblPm 

esne~iallv obligations of n traditional familY could either be a 

deterrent or an adva.nt.Bge to the African trader. 

Nvnan, writting on a samnle of businessmen in Accra concludes 

money should be withdrawn when it is needed for education. funeral 

exnenses or other family re"uirements (Nyn~n. 1959, P. ~71. 

With these activities '\"ill it be 1.mrealistic to exnect these 

businessmen not tn withdr~w their nrofits for these ~nd nressing 

needs for their families and, at time. the society in which thev 

live. It will be rewarding to borrow what Harner savs:-, 

Efforts to imnrove the nerformance of small scale retailers 
should avnid critising such heh::~,:inr, but should e"nin 
businessmen with the necessary techni"ues so that theY know 
what they arP withdrawin~. and control it, and sn that thPV 
know what they are withdrawing, and control it. and so that 
thPv are ahlP tn PvAhu'lt.P thP snPr-ifir- reinvPstmP.nt 
alternatives that mav offer them !Harner. 1974. P.471. 

De WildP in his stndv obsPrved that many small sr-ale Afrj.r-an 

businessmen exnerienced a major conflict regarding objective and 

imnersonal considPr~tions. which were considPred nrere"uisites in 
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~'>Xtending credit farilities (De \\fildP, 1971, P.1fi}. 

t-hvangi ( 1975), in his research to evaluate the role and 

nerformance of the shonkeen~'>rs in CPntral nrovince. found that 

shonkeeners attributed the failure of their emerging colleagues to 

indulgence in traditional relationshin- for instance. conceding to 

numerous demands bY the extended familY members. sometimes marrving 

more than one wife. and excessive credit to customers. 

Bos<:l. (1969l in his book looks at the Asian's .ioint f<:l.milv 

svstem which nermits the generation and conservation of canital 

then he constrasts it \1/i th the African onen system of extended 

familv which diffllSes resour(.'es. 

members of the African society can comfortably live anart from 

their ~'>X.tended famil v and thE> rest nf the other memhers of hPr 

society, This, hoo;vever, is not nossible for the rural area 

shonkeener with his relatives next dnor. He will thPreforP 

exnerienc.e alot of nressure from the relatives. most of these 

nressures will not bP to the benefit of the business but rather 

detrimental to it either through nrestigious investments or 

uncontrolled credits tn the rest of the members of the extended \ 

familv, 

This ~oint of e~cessive credit to custom@rs wns r~aliz@d bv 

There- was amnle evidence to shotv that excesslv€' credit to 
customers was the cnmmnnPst r~'>ason fnt' fA.ilnre-, FortY - ~even 
of th0ir r~snond~nts nttributed the failure of shonkeener~ to 
11:ivin~t. ""'U:-e-ss rrerl~t t .o customf.>rB (~ft"lrris li· Sommerset. 1971, 
p. 237)' 
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Harner ( 19741, observed that the amount: granted h:.- the 7f. 

nercent of the samnle of 169 who offered credit to their customers 

amounted on thP average to 20 nerrent of one month's sales. This 

excessive credit to customers is a heavY strain on working canital. 

' 17hich if not corrected in time. might hamner imnrovement and 

exnansion of their businesses. Mbuvi 11983), established that size 

of the f8.mil v was cited as one C8.use of business failure in 

Machakos district. He found that the bigger the familv the bigger 

will be the exnenditure. Thus the big familY will eventuallY make 

henvv demands not onlv on school fees but also on the food budget. 

clothing, health. bigger livinQ hnuse. and sn on. 

From the foregoing, it is true that the Africa entrenreneur is 

tnrn between his t rad it innal wav of l i fp 8nd thP demand i.ng .<~.nd :risk 

business environment. Anv measure either evaluative or assistance 

tv ill have to he taken tvi t h C8.1lt inn hPari ng in mind th8 t 8nv ';i nleni: 

and too sudden measures that annear too harsh and foreign to the 

Afrie8.n wavs of lifP m!.:lY be resisted and r>rnvP negat j ve to the 

business develonment instead of helning the develoning of these 

businesses. 

De Wilde in his renort on ma.ior nroblems faced by African 

businessm~n in seventeen countries of Africa ronfirms that 

"virtually all survevs on African businessmen have concluded that 

inade~uate management is the crucial factor'' (DP Wilde. 1971, P. 

12) t 
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Ge inger ~md Armstron~ in their bonk, The Deve lonment of 
African Private Enternrise, attemnted to examine the ma.ior nroblems 
c.onfronting African nrivate businessmen. esneciallv in 'vest and 
East African and the B.ssistance nro~:ramme thB.t ·were meant to 
overcome the nroblems that ~..rere in existence, Thev concluded 
that, , . , "Inadecmate skills constitute a more serious - though less 
intractable nroblem than canital, for skill can be often 
substitute for and in itself is a ma.ior source of increased 
nroducti vi tv and Rro~vth", These two authors go further and contend 
that:-

Shre~vdness. common sense, and a "Rood head for business" can more often mB.ke m1 for the lack of formal inst rnc t jon or training in manaRement technioues and business methods. Africans nossess these qualities as much as do members of other human societies: and those with no antitude for entrenreneurshin are eventuallv eliminated bv comnetition and the discinlines of the market economY IGeiRer & Armstrong, 1964, 49- 50}, 

Ha~vkins ( 1965} studied wholesale and retail trade in 
Tanganvika and found out that there are three nrime reasons why 
African traders have not nrogressed bevond their nresent stage in 
wholesHle and retHil tra.de'. He mentions lHck of commercial 
exnerience and basic knowledge of trading technioues as some of 
these reasons, He concludes that for both the lHrRe and small 
AfricHn traders. the mo~t imnortHnt reouirements seem to be Hdvice 
and instruction, though the most freouentlv heard reouest is for 
loads, He suggests that nriori tv should be given to increB.sed 
commerciHl educHtion and instruction as there are hundreds of small 
shonkeeners who are just manaRing to make a livinR out of their 
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shops and will never make a real success of them, unless thev are 

shown the elementarY techni"ues of runnin~ a shon efficiently, He 

emnhasized above evervthing else training and follow - un service 

in the form of commercial extension service comnarable to 

A~ricultural extension service (Hawkins. 1965. PP. 153- 1551. 

Hi rs<~h ( 1961, P. 2 56 I , fnund that the Northern India small 

retailers did not know how to use funds for exnansion because of 

their low mana~erial ability that limits the size of their 

businesses. The lack of canital is annarentlv not the main nroblem 

in Indonesia IGeertz. 1974. P. 741. so much as the lack of abilitv 

to or~<mize into one enterprise the diverse range of economic 

activities that make un a small retail business. 

It is true that canital maY be scarce in most of these cases 

of the small scale enternrises b1lt as Gei~er and Armstron~ ( 196 ·1. 

P. 491 Point out skills maY be what is needed most for skills mav 

even increase ::l.Ctll::!.l nrodHctivj tv Bnd nrosneritv maY increase. But 

of course the reverse is most unlikely - thus with more of canital 

B.nd less of skills. the cB.nitB.l is likely to be wasted and 

eventuallY the business collanses. 
\ 

Dun and Bradstreet 119741 in their study in West Africa showed 

that lac~ of exnerience and mana~ement skills was a contributing 

factor in nine out of ten business failures. They also found that 

small scale businesses comnete for labor with lar~er organizations 

that nav more and offer ~reater benefits. 

Inade"uate business mana~ement skills was cited as a cause of 

business failure in Machakos district IMbuvi. 19831. This noi.nt 
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was recognized by Hachakos District Trade Develonment officer when 

he nut it:-

the traders have engaged themselves in diversification 
unnecessarilY on nurelv nrestigious investments with littlP 
nrofit motive. and no nroner records of withdrawals bY 
themselves or even credits given t0 rustomers (Mbuvi. 1983). 

Obviously this is not the best \vaY to run a nrofi t making 

organization and failure is the most likelv result in such <:~ 

situation. Therefore the small scale African businessman has to 

realize or be made (through education! to realize that he or she 

has to be a serious business manager. 

Okelo and Inukia ( 1972) in their studv entitled "Rur-9.1 

Enternrise Survey in NYeri District'' concluded that African small 

scale businessmen are affected by lack of exnerience. ambitions. 

higher education. social contacts and that they Rive business less 

than their full - time attention. 

Another factor contributing to the inade"uate business skills 

relates tn the businessmen's level of education. 

Aluko 119891. in a study of small scale entrenreneurs in West 

Africa revealed that most of the managers I owners do nnt have 

basic education. In Nigeria for examnle. studies showed that 90% 

of the n~ral small sc<:~.le entrenreneurs had less th<:~n nrim<:~.rY 6 

education while 44% were virtuallY illiterate. In Sierra Leone. 

over 75% of small scale nro1")rietors did not have anY formal 

schooling, 

There is ho1")e in the near future that small scale African 

businesses stand to Rain because of the increased work of scholars 
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in this area, as more and more authors write on this sub_iect. 

These will add to the already existing works not forgetting the 
work of Kilby (1962,P. 259) ~vhich identifies the deficiencY of 

mana~:erial and technical skills as the ~:reatest imnediment. to 
indigenous entrenreneurs in Nigeria. He then goes further and 

asserts that until this imnediment has been removed "loaning 

activities will bear little fruit". 

Staley and Morse also seem unhannY about this idea of loans 

and hold the new vie~.;r that "loans must be denied until l"lroner 

records are kent'' (Kilby, 19621. and Sir W.A. Lewis state that in 

Ghana: "African enternrises cannot be built un simnlY bv lending 

Africans money, To lend moneY to entrenreneurs who lack managerial 

canacitv is merelY to throw it down the drain" (Lewis, 1971. P.120l 

and Hawkins ( 1965) recommends th8.t loans should be given to a 
s~?lected "fe~,T" after instruction on effective use. Hwangi 11975. 

P · 95} carried out his studY in Central Province and found that 
shonkeeners did not keen ade0uatP books of accounts nr business -

records - that would nrovide useful information or running the 

business from dav to dav. The few who kent these records did not 

even make use of them. TheY rather ~.;ranted to sho~.;r them to the 

financial institutions to secure loans. This is a nroblem that has 

to be overcomed bY showing these traders that nroner record keening 

is an aid to nroner running of the business rather than an aid in 
gettin12: loans. 

This noint ~.;ras rea.lized bv :Ross et, al ~.;rhen they remarked:" 
Business sucdess and good record keening go hand in hand. Poor 
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record keenint': may not cnuse a b11siness to fail. but mam· 
failures result from causes that good records could have nrevented" 
!Ross, Joe and Gores. 1970. P. 251. 

Maalu (1990. P.70l. found the nrominent record keening 
nroblems to be; 

Little or no control over stock 

IncomnlPtP or non existent records 

Poor understanding of the significance of cashflows and 
working canital analvsis. 

Failure in the use of accounting statements to nlan for 
the future and 

Fnilure to understand simnle accounting language, 
A study lw Robert Gichira and Dickson ( 19871 on nrohlems 

facing entrenreneurs in Kenva revealed that the major contributing 
factor to the lack of growth (success) in thP smRll enternrises is 
the failure to manage their businesses efficientlv. This 
inefficiency they observed is ra11Sed hv lnrk nf nroner rernrds of 
their business activities. This studv which was based on the 52 
entPrnrises under ILO nro.iect of "Imnrove Yonr Business". fonnrl 
that most of the businesses exhibited lack of accounting records 
even after thev harl receivPd training on record keening, Wangai. 
studied the relntionshin between the nracticing accountant and his 
small business client. Be fo11nd that 81 nercent of the small 
businesses he studied nrenared financial records onlv for tax 
returns. He recommended that the accountant should be nrenared to 
scrutinise the services thev offer their small business clients 
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with a view of making them annreciate the imnortance of records as 
a means of nlanning and control IWangai. 19821. 

The above literature reviews that the record keening in the 
small enternrise sectnr is deficient and that the small enternrise 
do not keen sufficient books of accounts. 

It should bP noted. however. that desni te lack nf nroner 
keening of books of accounts. small scale Indigenous businessmen on 
the '"'hole have a hic:h nrnnensi tv to sa.ve. This stresses thP 
imnortance of nloughing back all the nrofits. Trctdi t ional 
societies are \vPll knmvn for their .qbiU tv in acrum11lating savings 
from their meagre resources as Geiger and Armstrong noted in manv 
nart of Africa !Geiger & Armstrong, 1964. P. 161. 

It is good before we leave this noint on savings to make an 
observation bv Mwangi 119751 and Harner 119741. 

Mwangi 119751 in his studv to evaluate the role and 
nerformance of the shonkeeners in central nrovince . found that 
among the shonkeeners interviewed onlY 40 nercent had bank accounts 
of saving acco11nt s. In a simila.r st11dv by Harner amongst 1.n9 
shonkeeners onlv 36 nercent had bank or saving account (Harner. 
1974, P.lOOI ManY of these shonkPeners werP more familiar with 
keening money themselves. sometimes under a bed mattress or some 
such hidrlen nlace. thPn in banks. Ho•vPver. cnrrentL,· th e 
traditional nractice of hoarding monev is dving out because of 
increase in the network of rommercial banks and risk of theft. 

Inukai 11973.PP. 88-891 study of licensing Practices for Small 
Sc:-ale Firms h8.s shown that the l~nv disrriminants agRinst those 
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firms (Small scale businesses! which are unable to meet production 
standards or t,rorkin~ conditions prescribed bv lmvs designed bv 
former colonial ~overnment to exclude native Kenvans from 
manufacturin~ enternrise. Further the business license fees 
char~ed seem rmite arbitrary if n0t discriminatory, bearin~ no 
obvious relationshiP to the income earning canacitv of firms. He 
further observed that the huilding codes established to ffiPPt 
aesthetic. architectural. and en~ineering standard's imnos~d bv the 
f0rmer, c0lnnial ~nvernment and hasPd on British r0nrljtj0n. arP 
excessive in comnarison to the technical needs of enterPrises and 
create an imPPdiment tn entrv and ~rowth. This noint nf tnn manv 
restrictions on the activities of small scale businesses tv<~s 

realized bv Harner when he observed that:-

the restrictions that applv to large scale business were also apnlierl to all businesses and tended to hamner the small ones (Harner. 1973). 

He noticed that there tvere multinle licenses _given bv the 
central as well os thP lncal auth0rities. This tended to 
comnlicate licensing as nrofessor Elkan noted in his naner on 
"Svstem of Trade Licenses" (Elkan. 1973. P. 281. 

~buvi 119831 in his studv on the cause of business failure in 
Hachakos district, fonnd the lic:·ensi.ng nf husinPsses to be 
defective because it allowed the wholesaler a retailer's license. 
This dnes n0t onlv nerm{t the whnlPsaler t0 cnmnlete with small 
scale businessmen but also en:)_bles the 'vholesaler to hoard the 
~0nds and sell them at times [lt · a nrPmium tn the ret!'li lerc:: or 
refuse to sell them esneciallv fast moving items. 
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The small indigenous businesses are also faced bv a variety of 

marketing related nrnblems as observed by the following scholars. 

Mbuvi 119831 in his studv observed that hawkers were seen as 

a cause of business fail1tre b~' somP businessmen. ThesP businessmen 

argued that these hawkers were being unfair to them for they naid 

minimal fPes and were free to move to all the market centres in the 

district thus nosing unfair comnet i tion to the "stat ionarv'' 
businesses. In Addition thev argued, hawkers get trade credits 

from the rich Asians in Nairobi and in this way Asians have managed 

to carry out husinessps in both the nrban ::~nd rural Areas to t .hr· 

detriment of the unexnerienced and relatively noorer Africans. 

In a surverv rnnducted bv Ngotho w::~ Kariuki in RivPr Road arPa 

of Nairobi. .... , out of 4 5 traders questioned about this comnet it ion 

from hawkers. 40 ,,rere of thP on inion tbat the h-3.tvkers sho1tld he 
banned. The other 5 did not mind them. These five had big 

businesses :;:~_nd the:\" argued that some halvkers hoitght their stor..k 

from them. Banning them '"auld hv.rm businesses of these five". The 

other traders obviouslv do nnt see the same iss11e as such and to 

them ..... "Hawkers and street traders sell the same things '"e keen 

in the shr)PS. Therefore thev comr>ete 8_gainst 11s. Thev n::~y no ta:~ 

for their trade and also theY naY no rent. 

comnetition" (Kariuki. 1975. PP. 98-99). 

It is v. bad 

But of co11rse the hatvkers hold a different view and see 

no reason of the small scale trader's comnlaints. 
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Child 11973) in -3. studv entitled " .• n Em11iric(ll Study of Small Sc8.le 

Rural Industry in Kenya'', found that among the firms studied. the 

most fre~uentlv mentioned romPlaint was with resPect to transPort. 

lack of good roads or access to services of common carriers. He 

recommended that more and better roads. together with availabilitv 

of electricity, would cut costs and raise the Productivity of the 

workers of the firms studied. 

Hugh in his rePort on the Problems of the African Trader also 

realized this Problem of transPort when he remarked:-

One of the maJor Problems of 1 frican trading, whether of a 
tvholPsale organization or 0f t hP small PPt tv t radPr, is the 
costliness of transPort !Hugh, 1955), 

This Point of defectjve distrih1ltjon system t,•as Rlso 

recognized in Mbuvi's study by the District DeveloPment Officer 

when he Noted:-

"Wholesalers have retail licenses Rnd these will unfairly 
compete with small sale Afrira tradPrs whn mRv not even Ret 
SUPPlies when they ~¥ant them" (Mbuvi, 1983). 

It is true if there is shortage of sunnlies the wholesalers 

Will not sell to the retailers and this hurt the later's goodwill 

With their customers leading ,to nossible losses beca11se of lost 

natronage, The distribution SYstem was not helning the small scale 

traders he~ause agents were either nnt ennugh or if thev were rlid 

not carry the whole range of supnlies, 

Closelv related to the above is thP td1olesale nroblem 88 

described bv Hugh in his naPer, "The nroblems of the Afric-::\n 

Trader". He argues th.qt there annears tn be thrPe comnonent s and 

interrelated narts to the ~vholesale r,roblem as it affects the 
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~frican trader. He savs thev all stem from the limited source of 

SUPPlY, the inevitable Asian Channel. Thev are:-

lil the nrice at which he can nurchase goods, 

liil the range of goods which he ran nurchase and 

liiil the cost of transnorting Roods. 

Hugh argues the remedv to these nroblems is in the 

introduction of an African wholesaling facilities. 

A studv bv Kessio ( 1981 I. on the Problems facing the smnll 
h . -USlnesses and the effects of manngement training on the 

Performance (in Nandi district) found that. among thP husinessmen 

interviewed, some gave market saturation of traders as one reason 

hindering their grot-:th the husinPssmen argued th.A.t dnP to thP 

above. there is insufficient number of customers to sustain a 

business. 

Mwangi (1975), in studv to evaluate the role and nerformance 

of the shonkee1)ers, found that inabili tv to determine the right 

sizes, nuantities. and assortments to stock to satisfy client of a 

Riven shop was fo1.md to nose a real di ffic1ll tv t.:i th many sm8ll and 

African shonkeeners. Customers often e:xnressed 

dissatisfaction because certain common commodities were often 011t 

of stock, esneciallv in small sized shons. Harner made the same 

observation that manv shonkeeners were more interestPd in 

imnressing their colleagues and customers tvi th large stocks of 

Roods, hoth f~st and verv slow moving, then with Profit margin anct 

stock turnover (Harner. 1974. P.105), 
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As nertains disnlav bv these businesses Harner noted that one 
- third of 169 shonkeeners interviewed anneared to be filthv ~nd 
totallY without order in their disnlay, This a reflection of the 
feeling that disnlay was not considered an imnortant tool of 
selling, esneciallv to new customers. 

The nroducts offered by rural small scale industrY in Kenya 
are not the sort that would sell readilY in the markets of London 
or New York nor to high income consumers in Kenya (lnukia 19731. 
But it should be noted that similar firms nroduce and sell similar 
nroducts for the benefit of lower income consumers in Nairobi nr 
other urban centers of Kenva. 

Inukai. savs these nroducts using the economists jargon are 
"inferior gnods", This unfortunatP term does not necessarilY mean 
that the 0ualitY of the good in inferior. Although it might be: 
the technical definition nf an inferior good is "one nurchaserl bv 
consumers in lmver income brackets for which there is a higher 
nrice suhsti tute nurchased by higher incnme cnnsumer. '.' The 
imnlication is that demand for an inferior good declines as income 
rise, He further argued that as I\:'enyan economic growth nroceeds, 
one may exnect that simnle hand made furtunire. currentlY selling 
in a growing m~rket. will be renlaced by factory - made articles 
finished to a high gloss after . construction by snecialised skilled 
craftsmen using modern and efficient wood working machines. 
Similarly, the hand made clothing and shoes will be renlaced bv 
factory and machine made articles. while the charcoal stoves of the 
blacksmiths will disannear in favor of modern cookers. But all of 
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this will surely be a long time coming, Economic growth and the 
achievement of affluence is a slow nrocess and will take literallY 
generations. The m::trket for ., Inferior Roods" will be ~vi th us in 
the meantime. Indeed it may be exPected to grnw, As the economy 
develops and the Presently Poor achieve higher incomes. they will 
be renlaced on the income scale by the nresentlv very noor who will 
become less so. 

Cooner ( 1966 l, observed that there are five nroblem areas 
often said to face small comnanies when they attemnt to develon 
technically advanced new nroducts. TheY are: 

( i) Creative develo11ment reCluires neo11le of considerable 
education and unusual abilities. Small comnanies have 
tremendous difficul tv in recruiting and keening such 
neonle. 

liil Even if a small comnanv attracts a good engineer to its 
staff. it is unlikelY to have such success in develoning 
advanced new nroducts. Such an engineer will lack the 

\ benefits of "team research" and will often have to 
interunt his long - range develonment nlans inorder to 
solve short - range nroblems. 

I iii) Even if a small organization is able to develon a 
significantlY advanced new nroduct. it is unlikely to 
have the resources needed to exnloit it. 

I iv} A small comnanv mav be lucky in that some of its early 
ff rt t .n. d.e••elon advanced new nroducts may be fruitful. 

e _o .s _,_ 

33 



However. it can seldom afford to sunPort verY manY such 
projects. and it can almost alwavs lack the resources to 
suPPort a "run of bad luck". The risks in this kind of 
activitY are enormous for the small comnany, 

(v) Even if a small comnany is successful in develoning and 
exnloiting a new nroduct. it is likely to face formidable 
comPletition from large companies which enter the field. 

Thus Cooner ~.;ras able to conclude that the deyelonment of 
advanced new nroducts is an activitY which every small manufacturer 
could and should undertake. There are three attributes which are 
probably essential for this strategy: 

The nresence of at least 6ne highlY creative technical 
person in the organization. 

An attitude - nrimarilY. an enthusiasm for emnhasizing 
nroduct develoPment as a ma.ior element of strategy 
among the chief decision makers in the comnany, 
A willingness to take risks. 

,, 
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3.1. THE POPULATION 

CHAPTER THREE 

RESEARCH DESIGN 

The nonulation of interest in this study consisted of all 

small scalP indigenous businesses onerating in Kitui town and the 

resnondents were the owners of these businesses. 

The businesses were grouned into three categories as follows: 

(i) Manufacturing 

Iii) Service 

(iii) Merchandising 

Kitui town is the district headouarters for Kitui district. 

Kitui town was selected because of the following reasons: 

(i) It is convinent to the researcher. 

Iii} Due to time and money contraints. it was not nossiblP ~ n 

carrY out the study in the whole district and 

liiil Since Kitui town is smaller comnared to other town s likP 

Nairobi. Mombasa and Nakuru. it was annronriate to cRrrv 

out the study in the whole of Kitui town. 

3.2. THE SAMPLING PLAN 

It was not nossible to drmv un a samnling frame due to 

difficulties in getting a good enough estimate of the number of 

these businesses in Ki tui to'm. This was N'trtl v due to the 

informal nature of some of the businesses. 
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conducted by the researcher and his assistant over a Period of 

three week. It was susnected that some of the resnondents did not 

know how to read and write. It was therefore. necessary for the 

researcher and his assistant to read and where necessary translate 

the questions to the resnondents and fill in the blanks on their 

behalf. 

3.4. DATA ANALYSIS TECHNIQUES 

Section A and C of the questionnaire was analYzed through the 

use of nercentages and nronortions to facilitate interpre tation anrl 

discussion of the findings, 

Section B was analyzed by the use of nrincinle comPonent 

anB.lYsis (Factor B.na.lvsis l for the nurnose of identifYing and 

naming the underlYing problems faced by the businessmen. 

The general objective of factor analysis is to summarise a 

(large) set of the variables by creating a smaller number of 

varia.tes or factors that are defined in terms of the nriginal 

variables. This small number of variates is derived such that the 

maximum amount of information available in the original variables 

is retained in the smaller number•of factors. 
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·.~HAPTER. FOUR 

'" !/'. /'.kl\ l . Y~·; I ~: i\~J il l•' lNT)tNGS 

ot.rH' t '~ .• Th5s nart of the chanter nresents the emnirical findings 

' . Data ror 

()1, 1 ,, r 1 1., 8? businesses •{ho ,,·ere annroached and resnonded. 

nnl_,- 4:3 resnonses ~'ere considered us8ble. Thesp ~'~"re o~,~n c · t· t n:~ n ;~cr,, rl 

businesses. 

r 

!IndividuallY 
I o'med 

iFamilY Partnershin 

l\"on-Familv 
!Partnershin 

Table :f. J. 

I 

!Frenuencv 

16 

20 

9 

45 

' I 

Snurce Research Findings 

35.6 

44.6 

20.0 

100 

From the above table • it can be deduced that most of the 

businesses ~ere indtviduallv o~ned or fall under famtlv nartnPrshtn 

( 80% l' 
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Tahle 4:12 

TYPE OF BUSINESS ACTIVITIES 

Percentage (% l i 

!Hanufacturing 6 13.3 

iservice 16 35.6 

! ~1erchanding 23 51.1 

I Total 15 100 
i 

Source Research Findings 

Most businesses fall under merchandising category lover 50%}, 

such businesses renuire little initial canital to start. 

Table 4: 13 

OWNER'S LEVEL OF EDUCATION 

Fre<1uencv 
r-----------------------------r--------------r-----------------, 
!No Schooling 

IStd 1 - 5 

istct 6 - s 

!Form 1 - 2 

!Form 3 - 4 

I Abo"·e Form 4 

!Total 
I 

Source Research Findings 

10 22.2 

]5.6 

12 26.7 

3 6.7 

8 17.8 

5 11.0 

45 100 
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From the above table. it can be deducerl that ove~ 60% (64.5%1 

of the owners had less than secondarY educaTion. while over 20% 

{22.2%1 ~ere virtuallv illiterate. Th1s ftndin~ sunnort Aluko's 

I 19891 studY of small scale ertrenreneurs in West Africa, ,,hich 

' ' ' 
(' f 1 

' •• (J\-\ ,, :'<:: lhn:.:iness 

hw:i:· r·:lur, 'ir,n, Tn \'i~~r·1·ja, for examnle. Aluko found that 90% of 

' ! , p •• ,, , · :~ 1 :..; m .8 1 l s c ale en t r en rene 11 ~ s had 1 . ( 1 

'T'n h l r• J: 1 L, 

):T_T~IHFH OF \SS I s · r~NTS I EMPLOYERS. 

I F~Pnuenc,-
1 

Pert ' r' llf :-1 •• ,. (%) 

Cl?ss than 2 18 4 i. 4 

More thHn 2 but less 

tha_n 10 12 3l.4 

8 21.0 

Tota_l 38 100.0 

Source. research Findings, 

' i ll:t L' \" 6 

~ost of the businessmen interviewed had assistants 184%1. 

I t. I ~ ' ' .• j .:r".':r"-': r:1ll under the SUr\·i_\·a_l and mi_r:~o 

c'nl r r 111, .,p :t J!, ~.r-r: l r11 •. ( 79% l according to Farman and Lessik ( 1989) 

•" . ' 
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\ hnn=• 10 

Total 

Source. 

T·d)lr> i:li) 

.' I"''JmR OF YEARS IN BUSINESS. 

~, 1 ! 1 , . :. ·~ f· h R n 1 0 

Research Findin~s 

!Fl:'l?l!Uen~y 

' 
10 

9 

45 

! l?er-~. ent.<:l_gp (%) 

I 
57.7 

?.2.3 

20 

100 

~1ost of tbe businessmen bad less than 5 vears of business 

',, 
'' :: r 1 ·~ t :1nrlR. l:'d' s one is obl i.ged t:o 

t h0 . 1 Hc·L htt :-~ in~··' · •· 1>0 r· ir·nce and nossib1 v \,'ent into business due 

! :.r L "r r,mn l r .. nH• nt in the fo :~ sector'. FNtlll ,_dl: ,r ·t·• :ll it 111 11 1 ;~ 
r·nrnr>r-:i Sf"d of YOl.lnP: and retired businessmen. Lack of 

i.nst8.nce Dun and Br8.dstreet ( 1974) 'Ln thetr stqd,- i. n h":•:;f \f 1 i, ·R_ 

showed that lack of business exnerience and management skiJls was 

:1 ,·nnrributing f,"l_ctor in nine out of ten business failures. 

( J qg31 in his studY of causes of' business failure in Machakos 

district cited inade0ua te business exner ience 8.nd skills as 8. 

cause of busin~ss failure in the district. 
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T::~hlt? .:J-:16 
SIZE OF THE FAMILY 

less or e0ual to 5 

~ore than 5 but lt?ss than 
or t?0ual to 10 

Above 10 

Total 

!F:re0Ut?ncv 
! 9 

15 

12 

36 

!Percentage (%) 
I 25 

.:J-1 . 7 

33.3 

100 

80 't ()r 1 he businessmen intervie\"ed had a familv. From t ht? 

table above, it can be deduced th8_t 7:3% of the bus i.nessm17 n h ' i 1· h 

families had a familv of more than 5. It should be noted that 

size of the familY in this studv is measured b~ the total number 

of children and wivt?s. A big familv size was cited as one of the 

JT::,r·pr·r ( 11 7-!) had this to sav as concerns the size of the 

fn mil....-: 

Mbuvi 119831 established that size of the familY ~as citF?d ~ 8 onP 

caust? of business failure in machak~s district. He found that the 

bigger the familY the bigger ~ill be the exnenditure. thus the 

big familv will'eventuallv make heavv demands not onlv on school 

fees but also on the food budget. clothing, health. bigger living 

house. and so on. 

Over 70% 171.1) of the businessmen interviewed had no bank or 

S<n·in~?: s account. This sunnnrts what Mwangi and Harner found in 

tht?ir studies. MwanRi 11975l in his studv to evaluate the role 
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and nerformance of the shonkeeners in Central nrovince found that 

among the shonkeeners interviewed onlv 40% had bank accounts or 

sa.vin!2:s accounts, In a similar study by Ha.rner a.mon>?:st 169 

shonkeeners onlv 3R% had bank or savings accounts (Harner. 1974 

100), 

CROSS TABULATION 
BUSINESS OWNERSHIP. 

I ~anufacturinR: 

I Service 

I ~1erchandising 

!Total 
I 

Individual 
O'i.vned 
Fre<1. % 

') 4 4 '-' . - I 

7 1 5 I 6 

7 15 .6 

16 ") ~ 
._>!") .6 

Source. Research Findings. 

OF 
Table 
TYPE 

4:17 
OF BUSINESS WITH 

Familv Part- !Non-Fami- i 

NATURE 

ernshin lilv narteri Total 
Fe<1. % IFre<1. % ! Freo.% 

2 4 .4 2 4 .4 6 13 

9 20 1 2 ') I J 7 37 'L 

. 
I 

9 20 6 1 3 • 2 I ')') 
LL! :!9 

! 20 44 . 4 9 20 145 100 
I 

From the above table the following can he observed: 

n. 

OF 

') 
L 

8 

AmonR: the businesses \vhich f-.~11 under ma.nufacturing, thev 

were evenlv distributed among the three tvnes of business 

Ma.ioritv of the service oriented businesses were familv 

narternshi11s. Again under m.erchandisin~· m.a.ioritY {~·ere fa.mib-

narternshi ns with indi vidu~l.J. o~mershi n taking the second nasi t ion. 

43 



Table 4:18. 
CROSS - TABULATION OF NATURE OF BUSINESS OWNERSHIP WITH NUMBER OF 
: '.ii>J OYf<:Es. 

:\<=2 2> X <=10 X > 10 I Total 
Fre<1. % Frect. % IFre<1 . % IFrect. % 

I I 
IndividuallY I l 
o~~·ned 7 18.4 4 10.5 3 7 .9 I 14 36.8 

Familv Parter-
shin 9 237 3 7 .9 3 7 .9 ]_ 5 39.5 

?\ion-Familv 
Partershin 2 5.3 5 13 ') 

,{., 2 5 . 3 9 23 . 3 

Total I 18 47.4 12 31 .6 8 21 I 38 100 

X: Number of emnlovees 

Source. Research Findings, 

Among the individuallY 01med businesses, ma.iority had less 

than or e<1ual to two emnlovees, Thus ma.iori t~· fall under the 

survjval subsector. Again among the familY narternshins majoritv 

had less than or e<1ual to two emnloyees. 

Among the non - familY narternshins. majoritY had between 2 

and 10 emnlovees. Thus ma.iori ty f~] 1 under micro - enternrise 

subsector. 



Table 4:19. 

CROSS - TABULATION OF TYPE OF BUSINESS WITH SIZE OF THE FAMILY. 

I !x < = 5 5 > X < = 1 0 ix > 1 0 Total ~ I Freo. % Freo ' % i Freo ' % Freo % 
Service 4 11 1 I 5 13 . 9 2 5 6 11 30 . 6 I 

iMerchandisin~ 3 8 . 3 i 9 25 7 19.4 j 19 -0 7 j 0 ~ . 
!Manufacturin~ 3 8 ' ~ I ? 5 . 6 1 2 • R i 6 16 ! j 
!Total i 10 27 ' 7 j 1 6 44 . 5 10 27 . 8 i 36 100 
X: Size of the familv. 

Source. Research Findings, 

From the above table. the following can be deduced: 

Among the service oriented businesses. maioritv had a familv 

size of less or e0ual to 10 

Under the merchandising cateRorv. maioritv had a familv size 

of more than 5 and among the manufacturing businesses half of them 

had a familv size of less than or e0ual to 5. with onlv one with 

a familv size of above 10. 
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Table 4:20 

CROSS - TABULATION OF TYPE OF BUSINESS WITH YEARS IN BUSINESS, 

X<=2 2> X <=5 I 5 > X<=1 0 X> 10 !Total 
Fren I % Freq I % i Fren ' % Fren I % ! Fren I % 

IHanufact 
I - uring !) 11 I 1 1 2.2 6 13 . 3 

i Sen·ice 2 4 14 11 24 .4 I 2 4 14 ! 1 2.2 1 6 35 .4 

!HerchBnd i 
I - ising 6 13 3 10 22.2 1 5 11 I 1 i 2 4~4 2?. 5J . 1 

iTotal 8 17.7 26 37. 7 i 7 
i 

15 I E) i 4 45 100 8.8 

X: ~umber of vears in business. 

Source. Research Findings, 

Host of the owners of the manufacturing oriented businesses 

had businesses exnerience ranging from Z vears but less than 5 

vears . Maioritv of owners of service based businesses also had an 

exnerience falling under greater than 2 but less than or equal to 

5 categorv. 

4.2 FACTOR ANALYSIS. 

Factor analvsis was done on section B of the nuestionnaire. 

The results are rlresented below. 
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Table 4:21 

PROBLEMS IN THE QUESTIONNAIRE. 

1. I Lack of adeouate funds to start a business. 
2. I Shortage of working canital 
3. I Unlienient securitv reouirements for loans. 
4. I High loan interest rates. 
5. I short loan credit neriods. 
6. I Comnlicated nanerwork bv lenders. 
7. I Management of loan funds. 
8. I Management of working canital. 
9. I Big familv size. 

10. I Excessive credit to customers. 
11. l High nrivate withdrawals from the business. 
12. I Lack of trusted assistants. 
13. I Prior business exnerience. 
14. I Formal education. 
15. I Formal business training, 
16. I Proner business records. 
17. I Lack of skilled workers. 
18. I Unfair comnetition from hawkers. 
19. I Comnetition form others in the same business. 
20. I High transnort costs. 
21. I Poor distribution svstem. 
22. I Lack of credit from sunnliers. 
23. I Lack of customers/market. 
24. I Sunnliers not carrving all the assortments reouired. 
25. I Gualitv nroducts. 
26. I High rents. 
27. i High license fees. 
28. I Disturbance bv Kitui countv council Askaris. 
29. I Too manv business restrictions.-
30. I Drought I Famine. 

I 
Table 4:22 below shows the summarv statistics relating to -h t_e 

variables lnroblemsl of the second nart of the ouestionnaire. It 

Rives the averag~, mode and standard deviation. 
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Table 4: 22. 
THE SUMMARY STATISTIC OF SECTION B OF THE QT_!ESTIONNAIRE, 

Problem Samnle Standard Hode Variable 
Average Deviation Number 

1 4.2 .60 4 1 
2 4.2 . 70 4 2 
3 3.4 . 70 3 3 
4 4.0 . 74 4 4 
5 4.0 . 80 4 5 
6 3.0 .86 3 6 
7 3.1 .80 3 7 
8 3.7 1. 19 5 
9 3.6 .98 4 

10 3. 7 ,94 4 8 
11 3.8 .86 4 9 
12 3.2 .95 4 
1:3 3.3 .86 4 10 
14 3. 1 1 .00 4 
15 3.3 .94 4 11 
16 3.7 .84 4 ] ? 

17 3.4 1.00 4 

18 2.9 .92 4 1 :i 
19 3.4 1. 03 4 
20 3.5 .99 4 
21 3.6 .94 4 14 
22 3.6 .94 4 15 
23 3.6 .68 4 16 
24 3.2 1 .05 2 
25 2.9 .98 3 
26 ~.4 1. 09 4 
27 3.8 1. 08 4 
28 3.0 1. 04 2 
29 3.6 . 75 4 17 
30 3.5 . 87 4 18 

From the abo~e the following nroblems. 

1.2.4.~.8.9.10.11.16.21.22.23.27.29. and 30 on average tvere 

indicated as imnortant bv the businessmen. Thus. on average, lack 

of adecmate funds to stArt 8 bnsiness. sh0rt.otge of 'l.vorkinf2: 

canital. high loan interest rates. short loan credit nerin_ d .~_. b' · . l~. 

famil v s izP. mism.ot.nagem!"'nt of '\.,·nrking cani tal. excessi ,_.e credit tn 
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customers. high nrivate withdrawals from the business. 

business records. noor distribution system. lack of credit from 

sunnliers. lack of market \ customers. high license fees. too manv 

business restrictions and drought \ famine 1Y"ere considered as 

either verv imnortant or imPortant. 

However. the businessmen on average indicated the following 

nroblems 3. 6. 7. 12. 13. 14. 15. 17. 18. 19. 20. 24, 25 and 26 8_s 

either unimnortant or somewhat or some\.;hat imPortant, Thus on 

average, unlienjent securitY reouirements for loans, comnlicated 

nanerwork by lenders. mismanagement of loan funds. lack of trusted 

8.ssista.nts. nrior business experience, formal educ;=tt: inn, fn1~m8 1 

business training. lack of skilled workers. unfair comPetition from 

hatY"kers, comnet j_ t ion from o t· hers in the s8me hn s iness, hj gh 

transport costs. suPPliers not carrYing all the assortments 

reouired, ouA.li ty 11roducts. high rents. and rfj stnrbancP b~- Kitu :L 

countY council Askaris as either unimPortant or somewhat imPortant, 

A studv of the modP of each nroblem (variable! indicates that 

the businessmen considered mismanaQ:ement of workinQ: cani tal as 

verv imPortant. The businessmen, too considered the other 

Problems (variables I as imPortant excent Problems 3. 6, 7 Hnd 2 7 

which thev considered 8S somewha~ imnortant. Where the mode is 2 

it means that theY indicated those Problems as unimPortant. 

The statistica.l nac. k~_ ge nsed for anal:vsis •-:as limited to a 18 

X 18 mat r i :x • To eliminate the other 12 nroblems. the standard 

deviation was userl.. A lower standard deviation indicA-tes that the 
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businessmen were consistent in their choice of resnnnse tn 

variable lnrobleml. 

The selected nroblem are in table 4:23 

Table 4:23 

Variable 

3. 
4' 

,.. 
! ' 

8 ' 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 

PROBLEMS SELECTED 

Problem 

Lack of funds to start a business 
Shortage of working canital 
Unlienient securitv reQuirements for loans 
High loan interest rates 
Short loan credit neriods 
Comnlicated nanerwork bv lenders 
Management of loan funds 
Excessive credit to customers 
High nrivate withdrawals form the business 
Prior business exnerience 
Formal business training 
Proner business records 
Unfair comnetition from hawkers 
Poor distribution svstem 
Lack of credit from sunnliers 
Lack of customers/market 
Too manv business restrictinns 
Droul2:ht/Famine 

CORRELATION MATRIX !See Annendix 1111 

From the correlation matrix in Annendix 111 -.;"hich is the 

basis of Rene rat inR the factors. variables (Problems 1 6 a.nd 10. 

and 9 and 13 were found to be highlv nositivelv correlated. The 

next variables lnroblemsl to have a high correlation were 3 and 6 

and 5 and 9. v_·a __ r_l·a_bles lnroblem 2 anrl 4 ~nrl 1?. rl 17 1 -· --- "'' -- _ _, an__ _ are a_so 

correlated. 

Variables lnroblemsl 1.7.8.11.14. and 15 were weaklv 

correlated with the rest of the variables lnroblemsl. 
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Table 4:24. 

FACTOR ANALYSIS OF VARIABLE (PROBLEM) AND COMMUNALITY 

VariAble r.ommunA 1 j t ,-

I 1 i .5:1 I 
i 2 i ,:11 i 
I 3 I .51 I 
i 4 i .5:1 i 
I 5 i .49 i 
I 6 I .59 I 
I 7 I .41 i 
I 8 I .42 i 
I 9 I .66 I 
I 10 I .55 I 
I 11 I .36 I 
I 12 I .7R i 
I 13 I .43 I 
i 14 I .36 i 
I 1:1 I .23 i 
i 16 I .46 I 
i 17 I .4~ i 
i 18 i .58 i 
I I I 

The communali tv is the nronort ion of the variable's variation 

to the total Y::lri.a r ion thot is in\·nl YF>d in th~ factnrs. For 

examnle 76% of variable 12 is involved in the factors. It can be 

deduced thBt ,·ariBhlF> ( nrohlem) 7, R. 11, 14 and 15 rank J m,· in 

terms of their contribution to the factors. Thus it sunnorts the 

correlation results. 
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Table 4:25 
EIGEN VALUES. 

Factors Eigen Values % Variable Cumulative % 

1 2.85 15 . 9 19. 9 
2 2 . 2 ~~ 12. R 2Fi • 4 
3 2.08 11 . 6 40.0 
4 1 .54 8.6 48.6 
5 1 .47 8. 2 56.8 
6 1 ' 23 6.9 63 .6 
7 1 . 17 6.5 70. 1 
8 1 .04 5 .8 75 .9 
9 .83 4 . 6 80. 5 

10 ' 72 4.0 84.5 
11 . 61 3,4 87.9 
12 .52 2 .9 90.8 
13 .43 2.4 93. 2 
14 . 36 2.0 95 . 2 
15 . 34 1 .9 97. 1 
1 6 . 21 1 . 2 98. ~i 
1 7 . 20 1 ' 1 99.4 
18 . 11 .6 100.0 

The measures in table 4:26 indicate ho"'· well e0.ch of the 

identified factors fit the data from all the resnondents on all 

variables !Problems), This outnut meas1tre consists of the eig:en 

values. which is the sum of the souares of its factor loandings, 

Because the resnonses to the stBtements lnroblernsl art? 

standardized. the variable associated with resnonses to any nroblem 

(statement) eouals 1. For PXamnle Fa~tor 1 exnlains 15.9% of the 

total variation. Factor 2 exnlains 12.6% of the factor variation 

and so on. 
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Table 4:26 . 
INITIAL FACTOR MATRIX 

FACTOR FACTOR FACTOR FACTOR FACTOR 
1 2 3 4 :) 

1 .47 . 12 .45 - . 50 .12 
2 56 '39 - .02 . 21 . 18 . 
3 -.43 ' 37 . 54 .05 .08 

I 4 31 6fi - ' 25 .25 .28 ' 
i 5 - .06 ,?5 - . 18 - .22 . 74 
i 6 - .22 ' 30 . 65 - t 1 6 . 29 
I 7 .20 .46 . 27 - . 34 - ' 24 
i 8 ' 34 - . 19 . 37 .47 - t 16 
I 9 .07 -.63 . 1 7 - .45 . 24 
I 10 .41 -.26 . 39 - .0!1 - . 24 
I 11 ' 12 -.27 . 38 .07 . 27 
I 12 .81 .21 - . 18 .07 - . 23 
I 13 .41 ' 52 .53 .20 -.06 
i 14 .09 -.41 . 28 .50 . 19 
i 15 .23 -.02 .06 . 30 .46 
i 1 6 . 32 - . !12 -.27 .05 ' 36 
i 1 7 .48 . 18 -.20 - . 12 '01 
i 18 .64 - . 22 - ' 15 - .39 .01 

Table 4:27 shows the correlations between the factors and the 

variables. Variable 2 lnrnhlem 21. variahle 12 lnroblem 161 and 

variable 18 lnroblem 301 load heavilv on nrincinal factor 1. while 

variable 4 lnroblem 41. variahle q lnrnhlem 111 and v~riable 16 

lnroblem 231 load heavilv on the secon~ factor. 

Factor 3 is loaded heavilY b~- variable 3 ( nrnblem 31, and 

variable 6 ( nroblem '6 l. 

Factor 4 is loaded heavil v by variable 1 ( nroblem 1 I and 

variable 14 lnroblem 211 and factor 5 bv variable 5. 
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T8.ble 4: 2 7 

FINAL VARIMAX ROTATED FACTOR MATRIC 

FACTOR! FACTOR FACTOR FACTOR FACTOR I 
1 I 2 3 4 5 i 

1 ' 12 ' 14 i 82 .08 .01 
2 ' 70 -.05 i ' 15 ,oq 

' 13 
3 - .05 ' 79 i -' 0.3 .oo - .03 
4 .83 .06 ! - . 10 -.2J .no 
5 ' 24 12 i ' 1 :') - 72 .?R 
6 -,03 ' 75 i ' 31 .07 ' 13 
7 ' 24 ' 26 I .4? ' 10 -.43 
8 ' 1 3 ,01 I -.02 .65 ' :n 

! 9 - ' 54 - ' 22 i .49 - .09 ' 33 
I 10 -.08 -.09 I .39 ,:13 .08 
i 11 - . 11 ' 12 I .22 ' 15 .46 
I 12 .62 - .44 I ?- .33 - 14 ' - ( 

' i 13 .24 ' 20 ! . 29 .53 ' 20 
i 14 - .08 .01 i -

' 16 .36 ' 61 
I 15 .29 .02 I .oo - .04 t 51 
I 16 - .07 -.55 i .09 - ' 10 ' 53 
I 17 .40 - ' 30 I .26 -.02 -.09 
i 18 ' 11 - ' 55 I '57 .03 .01 
I i 

Rotated matrix gives the revised initial factor matrjx after 

hHd been orthogonal rot-9 ted using: var imax, It ::l_tternnts tn 

simnlifv the columns of factor matrix bv making all values close 

to either 0 or J, This ma·t-rix renresPnts thP terminal snllttion nf 
.\ 

the factors. 

In the final varimax rotated matrix !Table 4:281, variable 4 

lnroblem 41. variahlt=> 2 lnrohlem 21. variable 16 (nrob]Pm 231 and 

variable 12 lnroblem 161 load heavilv on factor 1. Variable 3 

lnrohlem 31 and variable 6 lnroblem Rl load heavilv on factor 2: 

variable 1 I nroblem 11 and variable 18 nroblem 30 l load on 

factor 3; variable 5 lnroblem 51 and variable 8 (nroblem 101 lo8d 

on factor 4 while factor 5 is loaded bv variable 14 lnroblem 211. 
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The imnlications of this are as follows. 

The followinA nroblems will constitute Factor 1: 

ShortaAe of working canital 
, High loan interest rates 

Imnroner business records 
. Lack of customer/market 

The followinA nroblems constitute Factor 2: 

Unlienient securitv re~uirements for loans 
Comnlicated nanerwork bv lenders 

Factor 3 arises out of the following nroblems: 

, Lack of adeouate funds to s~art a b11siness 
Drought/Famine 

Factor 4 arises out the following nroblems: 

Short loan credit neriods 
, Excessive credit to customers 

The following nroblem con~titute Factor 5: 

. Lack of formal education 

4.3 SELECTED SOLUTIONS TO THE PROBLEMS 

Data for section C of the ouestionnaire was analvzed bv use of 

averages and Presented in form of tables. The results are 

nresented below. 

SOLUTIONS SUGGESTED IN THE QUESTIONNAIRE 

1. More loans. 
2. Low interest rates. 
3. Long credit Periods. 
4. Lenient securitv reouirements 
5. Proper management of loans and working caPital 
6. Low license fees. 
7. Low rents/other rental navments. 
8. Trustwortv emnlovees. 
9. Imnroved facilities for Providing technical assistance. 

training and education. 
10. Proner business records. 
11. Minimal credit to customers. 
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12. B8nnin~ of Hawkers/Street sellers. 
13. Good roads/Availabilitv of electricitv, 
14. More credit form sunnliers. 
15. Imnroved distribution svstem 
16. Distributors carrvin~ all assortments. 
17. Qualitv nroducts. 

T8ble 4:28. 
SOLUTIONS BY ORDER OF IMPORTANCE, 

Solution No. In AverA.~e 0''Pr8ll 
The Guestionn~l.ire! Rank R8nk 

1 2.5 I 1 i 
2 3.3 I ? i 
3 4,:1 i 3 I 
5 fi.2 I 4 I 
6 6.:1 I 5 I 
9 7.8 I f) I 

10 8.5 i 7 i 
4 8.7 i 8 i 
7 9.2 i 9 i 

15 9.8 I 10 I 
8 10.7 I 11 I 

11 11. 1 I 12 I 
14 12.0 I 13 I 
17 12.1 I 14 I 
12 12.fi i 15 I 
16 12.8 i 16 I 13 13.5 i 17 ! 

From the above table. it can be deduced that more loans was 

ranked as the most imnortant solution to their nrnblems nverall. 

This is not bv mistake because other scholars have come un with a 
' 

similar finding as discussed in chanter two. 

This finding su~norts the view bv most businessmen that the 

canital 

The other measures in order of imnortance are, lo'!.-T interest 

rates, long credit nPriorts, lo~ l.icense fees. imnrovert fRrilities 

for nrovidinR technical assistance, training and education. nroner 

business records. LPnient securitY recmirPments and so on. 
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CHAPTER FIVE: 

CONCLUSIONS AND RECOMMENDATIONS. 

The main objective of this study was to identifY the nroblems 

faced bv small scale indiRenous businesses as nerceived bv the 
owners, Amon~: other things. this studv was to come un '~-"ith 

nroblems considered imnortant or significant by the owners. 

5.1 CONCLUSIONS 

From the research findings nresented in chanter 4 of this 

studv. several conclusions maY be drawn, These are discussPd jn 

light of the obiectives of the studv. 

5' 1. 1 CONCLUSIONS ON THE SURVEY OF THE BUSlNESSES. 

From this section. it can be deduced that a greater 

nronnrtion of the businesses Yisited were either individuallv owned 

or familv narternshins and maioritv were trade oriented. 

Most of the businessmen interviewed had less than secondarv 

level education lover 60%1 and that over 20% were virtuallv 

illiterate. 

Maioritv df · t~e businessmen interviewed. had assistants lover 

80%1 and a further classiftcation of t~e b11sinesses bv number of 

emnloYees revealed that most of the businesses lover 70% l fall 
' under survival a_nd micro ente,rnrisP snbsectors according FarmAn 

and Lessik 119891 classification . . 

A ~reater nrnnortion of the businessmen were new s~arters in 

business since over 50% of the businessmen had been in business 

for less than 5 years. This groun comnrised of voungsters whom did 

not get formal emnloyment and retired old men and women. 
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Amon2:, the businessmen vith families, a ~:reater nronortion 

had a bi~ familv. Over 70% nf the husinessmen had a famil"\· size 

of more than 5. As observed bv Mbuvi 11983) the bi~~er the familv 

the big~er will be the exnenditure. 

A greater nronortion of the businessmen had no bank account 

or a savings accoun~. H~nv nf these husinessmen were more 

familiar '"'i th keening monev themselves, sometimes under a bed 

mattress or some such hidden nlace, than in banks. 

5.1.2 CONCLUSIONS OF THE FACTOR ANALYSIS. 

Arcording to thP snmmArv stAtistics 1 nn average, mnst 

businessmen considered lack 6f ade"uate funds to start a business 

shortage of working canital. high loan interest rat~">s, short Joan 

credit neriods, big famil v size to mention but a few as either 

verv imnnrtant or imnortant as thev ~ff~">ct them. The,· indira t erl. 

sunnliers not carrvin~: all the assortments and 

disturbance b-.;: the Kitui count,· council Askaris as unimnortant. 

The correlation matrix. indicates a strong correlation between 

comnlicated nanerwork bv lenders and hidh nrivate withdrawals frnm 

the business. while nrior business exnerience and nroner business 
' records were also highlv correlated. 

The correlation matrix formed the basis of the next stage of 

This is where the 

factors are generated. In the· initial stage, shortage of 'Jorkin~: 
I 

cani tAl, lack of custom~">rs I m.<~.rket !'lnd drnn~tht I f8mi ne l oMierl on 

factor 1. high loan interest rates and high nrivate withdrawals 
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from the business loaded on factor 2. unlienient securitv 

re"uirements for loans and comnlicated nanerwork bv lenders loaded 

on factor 3. Fc-.ctor 4 had lack of Hde"uate funds to start a 

business and noor distribution system as si~nificant while factor 

5 was concerned with short loan credit neriods. 

After the final varimax rotation, the factors were generated. 

the most imnortant factor >;v8.S lack of workinR: canital. The 

following nroblems contributed to this nroblem: high loan interest 

rates first restricted the owners from borrowing and secondly for 

those who had borrnwed. it meant that more was snent for servicing 

of their debt. Imnroner business records meant that some monev 

was channeled into other uses rHther than for the exnansion of the 

business and lHck of customers I market meant that due to lack of 

sales the businesses were not generating enough working canital. 

The next imnortant factor is strict loaning nrogram. This is 

due to unlienient security re"uirements for loans combined with 

comnlicated nanerwork bv lenders. 

The third factor is lack of ini ti;:~_l cani tal to start a 

business. To start anv business renufres initial canital. The 

lack of canital arose directly due to lack of ade"uate funds to 
' start a business and indirectlv as a result of drought I famine 

which in essence drains all available canital. 

The fourth factor is management of credit. this results from 

the followin~ nroblems, short loan credit nerinrl and excPssive 

credit to customers. 
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The final factor is in<:~rlecnlate business skills due to l ::lCk nf 

formal education. 

Therefore the businessmen considered the following nroblems 

(factors! as imnortant: 

. Shortage of working canital 

. Strict loaning nrogramme. 
, Lack of initial canital . 
. Management of credi~-
. Inadeouate business skills. 

5.1.3 CONCLUSIONS ON SELErTED SOLUTION MEASURES. 

From this sect ion. it can be deduced that more loans was 

considered o'-·era ll as the most imnnrtant sol1lt ion to the nrohlems 

faced. This sunnorts narris !1968) finding were he remarked:-

"Ask anv sm<:~ll scale Afrir~n bnsinessm.qn what his 
nrincinal nroblem is, and he \~·ill invariablY saY ''monev·· or 
lack thereof" (Parris. 1968,n.56l. 

But a word of caution \vill suffice here as observed bv the 

following scholars: 

Stalev and Morse seem unhannv about this idea of more loans 

and hold the view that "loans must be denierl 1mtil nroner records 

are kent'' (Kilbv, 19621. and Sir W.A Lewis states that in Ghana: 

"African enternrises cannot he huil t nn s'imnl ,. bv lending Afric<:~ns 

monev. To lend monev to entrenreneurs who lack managerial canacitv 

is merel v to throw it down the dr<:~.in" (Lewio:;, 1971.n. 1201 <:~nd 

Hawkins 11965) recommends the loans should be given to a selected 

"few" after instruction on effective use. 

As nertains this issue of loans. mv findings don't seem to 

differ from findings of earlier scholars in this area. 
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The other measures in order of imnortance were. low interest 

rates, long credit neriods. low license fees. im~roved facilities 

for nrovidin~ technical assist.<:'l.nce. training and education to 

mention but a few. 

5.2 RECOMMENDATIONS 

From the conclusions above. the following recommendations can 

be made: 

First the FamilY Planning Association of Kenya has a ~art to 

nlav in reducin~ the size of the Kenyan rural families. 

Government efforts in famil v nlanning throu12:h familY nlannin12: 

field educators and material and Child Hea.l th units should he 

strengthened to control the high birth rates in the rural areas. 

Recommended also. is a national develonment nro~ram aimed at 

reducing the effects of drought I famine. for instance. through 

Irri~ation Schemes. These will reduce drought I famine so that the 

nersistent drou~:ht I famine can be done a'i-IaY with. so that the 

seasonal fluctuations in business activity c8n be checked and a 

more stable and ~ermanent business nattern achieved. 

The fact that these men interv\ewed saw a loan as an 

im~ortant solution measure to their nroblems did not mean they 

necessarY wanted a. loan for the sake of it. Further nrobin~ 

showed that a loHn \vas seen as the onlY assistance government 

would ~ive. it never occurred to the businessmen that business 

management was necessarY and could be offered by the ~overnment. 

Therefore an extension service is recommendated wherebY more 

business seminars should be offered to the businessmen. such will 
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ensure that what is learned in the seminar is internalized and used 

in the real business situation. ThP extension service needs ,q_ 

highlY motivated and discinlined workforce who are readY to work on 

their own without being nushed. the extension service nersonnel 

\vill have to rededicate themselves: and adant a more nosit.ive 

annroach to the service of their clients. 

It is contended in this study that. anY viable technioue for 

solving the nroblems faced bv these businessmen will need a 

dedicated and discinlined nersonnel that will ensure not onlY the 

actual imnlementation of the extension service but also a constant 

follow un. 

5.3 LIMITATIONS OF THE STUDY. 

This section discusses the limitations of the studv. 

The nature of the resnondents reouired that some of the nuestions 

or in some cases all, had to be exnlained in Kiswahili or in 

Kikamba. In this nrocess, some of the original meanings could 

have been distorted, Further, the means of the n11estionnaire 

administration. that. is. through interviews. meant that the 

interviewer had to give exnlanations to s'ome of the nuestions which 

could comnlicate this nroblem. 

' Due to limited time. only the owners of the businesses were 

interviewed. The findings could .h<'Jve been different if other 

nersonali ties say the District Trade Develonment Officer \vere 

incornor<'l~ted. 

Not withstanding the above nroblems. the nroblems of finance 

was also to be contended with. It was soon realized the monev ' 
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allocated by the sPonsor for research was hardlY enou~h esneci a llY 

for food and accommodation. 

5.2 SUGGESTIONS FOR FURTHER RESEARCH. 

From the findin~s of this research. it is clear that further 

research is necessarv. The followin~ areas could be examined. 

The current study was conducted on businessmen in Kitui town. 

The findin~s as concerns the solutions to the Problems thev face 

mi~ht be unioue to this Particular town. Similar studies should 

be conducted in other narts of the countrv both in the rural and 

urban areas to find out whether the results are similar. 

A similar study could be carried out on those businesses 

which are not owner - managed because this study centered on owner 

- mana~ed businesses. 

Finallv. due to limitations encountered in this studv llike 

time factor l, it was not nossihle tn incor11orate other 

personalities apart from the owners of the businesses. A similar 

studv should be cnnd11cted th<:J_t can incornorated these other 

personalities who have direct interest i"n this sector in order to 

get their views as Pertains the Problems thev consider imnortant. 
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APPENDIX 1 

Letter to the resnondent. 

I am nost graduate student in the facul tv of commerce of the 

University of Nairobi. I l'l!l1 rarrvin~t nnt ::l ~tur:lY to finrl out thf? 

nroblems you face when carrving out vour dav to dav onerations of 

yo11r business. 

You have been selected to form nart of the study, I kindl" 

re<1nest YOU tn assist b'-· fill in11: t:he attl'lrhPd <1Uestionn8ire. ThP 

information YOU Rive is nurelv for academic nurnose and ~ill be 

treated with strict confidence. 

.John H. Kilonzi 

MBA Student. 

Your cooneration will be hiRhlv annreciated. 

Thank You in advance. 

Yours faithfullY . 

Ngahn C.W. 

Sunervisor. 

,, 
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APPENDIX 11 

QUESTIONNAIRE 

SECTION A. 

Tick in the box nrovided for the most annronriate resnonse 

1. \>lh8t is the m8 ·in t-vne nf hnc::iness Ynn l'lrP Pngagerl in" 

Manufacturing 

Service 

Merchandising 

2. What is the nature of ownershin of vour business? 

Individuallv owned 

FamilY Parternshin 

Non-Familv Partershin 

Other (snerifvl 

3. How long have vou been in this business? ------

4. What class did vou reach in formal ;ducation? 

No schooling 

Std. 1 - 5 

Std. 6 - 8 

Form 1 - 2 

Form 3 - 4 

Above form 4 

months/vears. 

5. Do vou have emnlovees or assistants? Yes I No 
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6. If yes how manY are thev? 

1 -2 

3 - 10 

11 - 50 

7. Do you have a familY? Yes I No 

8. If your answer to no. 12 is yes. how big is vour familv? 

Wives 

Children 

9. Does the business have a bank account? 

Yes No 

10. Are vou the owner of this business? 

Yes No 

SECTION B 

11. Please indicate the imnortance of the following nroblems 

according to the degree in which thev affect you in onerating your 

Business. 

Verv 

imnort- Imnort-
ant ant 

1. Lack of adeouate 
funds to start a 
business 

ii. Shortage of wor­
king canital 

iii. Unlinient security 
reouirements for 
loans 

l 
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Verv 

\mnort- unim- unim­
ant nort- nort-

cmt ant 
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iv. Hi~h loan inter­
rest rates 

v. Short loan credit 
neriods 

vi. Comnlicated naner 
work bv lenders 

vii. ManaRement of 
loan funds 

viii. ManaRement of 
workin~ canital 

ix. Bi~ familv size 

x. Excessive credit 
to customers 

xi. HiRh nrivate with 
drawals from the 
business 

xii. Lack of trusted 
assistants 

xiii. Prior 
business exnerience 

xiv. Formal 
education 

xv. Formal 
business trainin~ 

xvi. Proner business 
records 

xvii. Lack of skilled 
workers 

xviii.Unfair comne­
tition form hawkers 

xix. Comnetition from 
others in the same 
business 

xx.HiRh transnort 
costs 

f 1 

1 

l 

f 

f 

1 1 
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xxi.Poor distribu-
tion svstem r 
xxii.Lack of customers 
/ market 

xxiv.Sunnliers not 
carrvin~: all the 
assortments required 

xxv.Quality nroducts 

xxvi. High rents 

xxvii.High license 
fees 

xxviii.Disturbance by 
the Kitui county 
council Askaris 

xxix.Too manv business 
restrictions r 

xxx.Drought/Famine 

l 

1 

1 

1 1 

1 

1 

l l 

l 

l 1 

Others lsnecifvl ------------------------------------------

SECTION C 

12. Rank the following measures to solve the above nroblems 
\\ 

according to their degree of imnortance to you (Use. 1.2.3 etc. I 

1. More loans 

2. Low interest rates 

3. Long credit neriods 

4. Lenient security requirements . l 

5. Proner management of loans and working canital 

6. Low license fees 1 
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7. Lo~ rents I other rental nayments 

8. Trustworthv emnlovees 

9. Imnroved facilities for nroviding technical 
assistance. training and education 

10. Proner business records 

11. Minimal credit to customers 

12. Banning of Hawkers I Street sellers 

13. Good roads I AvailabilitY of electricitv 

14. MnrP credit from sunnliers 

15. Imnroved distribution svstem 

16. Distributors carrying all. assortments 

17. Gualitv nroducts 

l 

l 

l 

Others lsnecifyl -------------------------------~----------
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APPENDIX l I J 
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