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ABSTRACT
This study sought to find out the nroblems faced by =mall

scale indigenous bhusinesses as perceived hv the owners

X It also
sought to document the measures considered important in solvins

these prohlems. The need for this study arose from the fact that

many of the small =scale indigenous businesses have not alwavs

performed as exvected, This is despite the fact that government

and other non-government agencies have made deliberate efforts to
h

e uncoming -African husinesses and especially in the rural

To achieve the obiective. vprimary data was collected from 45
businesses in Kitui town, The method of data collection wa
through interviews with the owners of the businesses.

The problems that have confronted businesses in the area of
study were analvzed and were found to he of two tvpes bhasically.

Thevy are internal nproblems that are considered as directly

w

ssociated with the businessmen themselves and within their

]

ontrol. And second were external probhlems that originate from the

environment and as such the owners do not have direct contr

o
-
)
=

them. The first categorv includes nrohlems like improper business

records and lack of formal education, The second catecgory
roblems include, drought\famine., high loan interest rates., lack of

The conclusion reached after the investigation and analvsis

in

that anv assistance meant to heln the small scale indicenous

foy

usine

Ul

ssmen will onlyv succeed if it is carried hy a highlvy
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motivated and disciplined workforce that will not only give advice
and helv to each businessman according to his uniaque situation and

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

can be detec
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CHAPTER ONE
INTRODUCTTON

1.1, BACKGROUND OF THE STUDY

Governments throushout the world are turning their attention

to small gcale enternrig

i
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empts to promote economic n
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T

i
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= S

by establishine large industriesg have usually failed to improve the
lot of the majority of the population, and small businesses are now
viewed as an important element in even and eauitable economic
development (Harper and Soon., 1979),

The importance of develoring small scale African Businessmen
80 that thev can nlav their full role in the economic development
of Kenva has in recent vears begin to receive due recognition
particularly sgsince independence in 1983, The sasmall scale
enterrrise as a primary means of strengthenine Kenva’s economy was
highlighted in sessional paper No,1 of 198§ and the sixth National

Develonment Plan (1989 - 1993), Therefore one wants to ask why

this sector is receiving such importance in recent VEgRYrs, 5 Oneitn f

<
D
2

the leading researchers in this area has correctly obhser
h

ial oproductivity of small scale enternrise in Kenva

Pares favourahly with that of the modern sector, Wages are
t least as high as in commercial agriculture and stand un

erably well in comparision with those of modern urhan
industry, The private return on invested canital exceeds that
of most modern sector enterprise., monev profits aof the owners
Place most of them in a hicher than average bracket for Kenva
WOhild, t97%:,

Kenva like many other develoning countries faces an acute

]

shortage of emplovment opportunities and unemplovment has even

affected the university graduates to a larcge extent, let alone the

¢



thousands of nrimarv and secondary schoal leavers,

Kenva’s mopulation is nrojected to be apnroximately 35 million
by  the wvear 2000, therefore develoning of the small scale
businesges will definitely be a wise move to oven more job
oprortunities for the vyoung of this nation in addition to
affectine economic development. The sector. therefore has a maior
role of expanding the present lahor force of 8 million (ILO, 1989)
to 14 million bv the vear 2000, This will no doubt contribute
towards national growth of aggresate output and canital formation -

all of which are necessary for the overall economic

2
D

velopment
and exnerience has also shown that small scale businesses are the
most fruitful and the only significant training ground for future
industrialists in Turkev and Greece (Flexander. 1960) and the
Phillippines (Mover and Hollander., 1968, P.3),

The small scale indigenous businesses are =2 hig maiority and
are therefore potentially vervy important to the general develonment
of the national economy. This fact has heen realized hy the
fovernment, which has gone a long wav in helning and encouraging

sector of our economv to develop., A numher of governmental

a%encies have been set up to provide financial and educational
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sinesges, These agencies include:-
Development Finance Companvy of Kenva (DFCK), Industrial and
Commercial Development Corporation (TCDC). Kenva Industrial Estates

(EIE) ¢ Renva  Industfial Training Institufe (KITI) among others.



It should be noted however., that with all the <covernment

efforts and the large number of the small scale indigenous

businesses, their economic impact is vet to he felt. not onlv at

it
=

@ national level, but also in the rural areas,

Majority of the Kenva population live in the rural areas (over
80%) where the economic is relatively underdevelaped when comnared
with the urban areas like Nairobi, Mombasa, Kisumu and Nakuru,

The kenva rural nopulati lon is engaged in some cagses in
ubsistence farming. while in other cages some of the small szcale
farmers are making reasonable contribution to the national economyvy

by producing cash crops like Coffee. Pyrethrum. Wheat. Cotton Rice

and Sugarcanes. Some of the:
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needed foreien exchange, On the other hand, there are those small
Scale African businessmen who are also nlavineg vital role in
"orening up" those relatively backward rural areas to modern
fconomic svstem by introducing businesses %p the rural areas,
These husinessmen are found in such trades as shorkeeping small
Scale industrialists, while nthpra still have taken to transport

businegs - the ""Matatus" are well known in Kenva,

1.2, STATEMENT OF THE PRORLEM

In the area of economic development it would seem that "the

1
days of small things" (The Holy Bible. Zacharich 4:10) is with us.
‘The small scale indigenous husinesses have a vital role to play in

Kenva to assist the nation to develon

-

The Small Scale Enterrrise (SSE’s) play a kev role in the

]



Kenvan economy. In addition to generating emplovment., thev nromote

individual business culture, According to Government atatistics

L]

'JJ

SSE’s ace

o}

unt for 40% of the National wage emplovment and ahout 20%

of the Gross Domestic Product (Dailv Nation, Mav 21, 1992),
These figures underline the importance of SSE’s to the
National economv and are also a nointer to the urgent need tao

Suprrort the sector and enable it to realize it B Fulds potentiads

4 countrv’s development. then evervy attempt should be made to

assist them as far as their needs are

0
o]

ancerned, Nevertheless.
although many small scale African businessmen have expressed a
desire to improve and expand. the overwhelmine maiority of them
have remained relatively stagnant. This is most likely due to the
manv prohlems thev face - deficiency in eduec tion and experience
among other vrrobhlems that hinder their success in husines

It seems reasonahle to suggest that the efforts’ of the
fovernment of Kenva., International aid agencies and ot

Assist and encourage Kenvan amall

Productive if they identify and at the same time try to
of the nroblems facine these individuals and concentrate on small
groups of éntrenreneurs who have the desire and capacity of
innovate, improve and expand their businesses. To scatter funds
and technical assistance personnel among comparatively large number
of entrenreneurs who have shown little or no capacity to meet

business andards is in large part a waste of these verv scarc

D
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e
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elorpment resources,
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There has been a number of studies now carried out bv sc cholars
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aponsored by the government in this verv imnortant
area (see Kessio, 1981, Mwangi, 1975, Harvper 1974, Mbuvi 1983, De
Wilde, 1971. Child 1972). all these scholars have made an effort to

investigate reasons hehind the noor rerformance of the small secal

D

indigenouns husinesses.

Mogt

e

f these studies were carried out in the earlier vears of

indevendence, therefore t there is a need to carry out further study
in this area and for this study to bhe useful to government and
Practising bhusinessmen., it will bhe necessarv tao interview these

busines n te find out the maijor problems thev face while running

their businesses,

e R OBJECTIVES OF THE STUDY
The main objective of this study was to identifv the problems
faced by small scale indigenous bhusinesses as per rceived bv the

owners and then to recommend more effective and efficient wave of

minimising these prohlems.

SR DEFINITIONS
This vpaper concerns the small scale Indigenous bhusinessmen or
husinesses and as such there is a need to define what we mean by

the terms "business" and "small secale husinesg"

Lo |



The terms bhusiness can bhe defined as "An enterprise which

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

pavment for the sunplies. hours of work ar investment that thev

have provided” (Harper. 199793, P.10Y.

>
3'
|ﬂ

ines

IIJ

s can also simply be defined as "An economic activity

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

The following iz a list of terms that can he ugsed to describe

a business. Each term tells something abhout the size of a

= total agssets - all that a business owns.
= net worth - business assets less what is owed,
i gross profit - money left from sales after all expenses

o net wprofit - what is left from gross profit after

~ business income taxes are naid,

emplovees - total numher of workers and managers listed

= income - net receipts, the total sales less returns
allowances and discounts (Hailes and Hubba: vl - F9R3
h

It is important to note that some hu

vﬂ

ne
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in
D
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=
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Jomd

Are improperly expanded and others are unsuccessful because t

expand too auickly and cannot handle the problem that come with

ranid growth,

be>]



different definitions are given a different countries depending on

the size of the economy and type of criteria used. It also depends

on the nurnase of classifving business into categories of small,

ard

The moint below which an enterprise is deemed to be small and

the way in which its size is measured has bheen a subiect of debate

(Harper, 1984,

Overall. however. "small business" is a general term which

refers to firm whose dize is dri some wad limited (Low, 1980, P,32),

Be

i

andress. L., defines small scale enterprise as the

manufacturing\industrial or non-manufacturing service enterprise in

Which the owner - manager is not necessarily actively engaged in
Production hut performs the varied task involved in euidance and

leadershin without the help of a srecialised staff (Belandress,
1987,

"An SSE is a small, nrofit oriented firm between one and 50

emnloveeg and whose total assets do not exceed Kshs. 5 mill ionin

VIS Dnilr Nations May 21 1992)., The SSE’s are further divided

intas; !

(i} Formal Sector Firms - These firms usually have hetween 10 and

50 emnloveeg,

(ii) Informal Sector Firms - These are commonly known in Kenva as

Jua Kaii businesses or Micro Enternrises and have hetween one



and nine emplovees,
Accordineg to the statement by the United States Committee for

conomi

I=1

=]
0

Development. a

i

mall business has two or more of th

D

-

allowing characteristics

we

{a) Management Inderendence: Usually in a small business. the
Managers are also the owners,

(h)  Capital supprly and ownershivn: Usually in small business firm
capital is supplied and ownership is held by an individual or
a small grouvr of individuals.

(c) Area of orerations is mainly local : Workers and owners are in
one home community, Markets need not bhe local,

(d) Sige within industrv is relative: Usually the business i

in

small when compared to the biggest in its field (Committee for
Economice Development . 1978, PP, 6 ~ ),
‘The small enterrrigse sector covers many different types of

Praductive activities that resrond ta a wise range of market

oOPPortunities, Analvsing the problems of the small scale
enternrise gector In Kenva is even comnlicated further by
differences and ambiguities is the terminologies wused. Some
Writers define the sector faor regulatory or statistical purposes in
terms of the volume of lahor or amount of carital emnloved, A

different definition mav be used for establishing elicibility for
fovernment assistance., At present. there is no exnlicit: legal

definition in Kenva of the term "small enterprise”

From the foregoing, it can be seen that there is no standard

definition of 4 "small business", therefore in studving the small

20



businessg gsector one is force
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study,

For the purnoses of this paver, the definition of small sacale

enternri iv @
Prise as given by GOK \ ILO \ UNDP center proiect will ba

don

P
o

-ed. : . (1] :
that is "as an enterprige congisting

D
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o
Lare
D
8
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D
D
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i

1 i
10K i 1
\ ILO \ UNDP center project, P, 6), This definition accordine

to Fa 3
arbman and Lessik 1989 (cited, Henk T+ -1990: Pi-2%) includes

all smaly - i
all scale sector which comprises three subsectorg: -

A surviv igi
urvival subsector comrrising the ‘poorest of the Poor’

engaged i i iviti
in economic activities of the last resort, whose returns

A mic i
lcroenternrige suhsector made up of firms with up to ten

Workerg Usi £ 4 3
“81ng traditional technology and serving local markets

the s
hese firms are said to corr

D

' spond to the ILO version of the
informata] sector, and to he found in rural areas and in urban
areas, The account for the major part of emrloyment in retailing,
Services and transvortation,
A small gacale enternrise suhsector comprising larser firms
having between ten and fifty workers, The share in emnlovment of
this Subsector ig smaller than that of microenterprise thoush the
firms in it are more efficient,

The small enterprige sgctor in Kenva is comprised of a ransge
of enterprige, including self - emnloved artisans, (i,e., Jua Kali
enterprige having a few emplovees), cottage industries, sole

Provrieta
'rS’ and small enterprise in the formal business sector

having
* S0me 10 or more emplovees (GOK \ ILO \ UNDP center project

0



1998, Y

i i : erce
These amall scale enternrises mav. engage 1in trade. commer

; . o
digstribution. transnort. agro-hugsiness. manufacturing an

maintenance or renair services.

1.5. IMPORTANCE OF THE STUDY
This paper is expected to be of importance of the ministries

: ' »d
of Finance, Commerce., Industrv. the government 1n general an

5 ; g e St
voluntary organizations - like foreidn companies and internatil

)
[
2

| agencies - all of which have had interests in helping the small
scale African businesses.

Tt will also he of helr to those sovernment agents that have
1 set up with the aim of helning the development of the small
scale African businesses and the intermediate industrial sector.
gavernment corporations like the IODC. KIE: Rural
Industrial Development Centres (RIDC). the District Jeoint Loan

: . s
Boards, Kenva National Trading Corporation among other

2

The npaper will also b of assistance to the financial

D

institutions and the small

cale indigenous businesses alike.

The findines of the study could be ugeful for personal

l . . -. \ er
development in one who is interested 1in furthering his h

Finally the paper will be of importance to the s=cholars who

may have interest in the studies of smal

}—J
in
0
0
*-J
D
>
=h
=
H.
0
]
o
H-
=3
Y]
po}
D
=3
i
H -
=

the future,
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1.6, OVERVIEW OF THE PROJECT

This project is organized in five chanters., Chanter one gives
in introduction on the small scale businesses and more specifically

their importance in the economy. The chapter also gives a hrief

outline of the problem studied. obijectives of

> study.

th
definitions of working concepts and the importance of the study.

D

The second chapter review literature mpertinent to the

obiectives of the study. This ig. literature on the problems said

The third chapter deals at length on the research design., A
discussion of the population. the sampling plan. data collection
method and data analvsis technique is givenlis details.

The fourth chapter gives a summarv of the data analvsis and a
discussion of the findinss. It gives an analyvsis based on the
obhiectives stated ahove,

The fifth and last charter gives the conclusions. the

recommendations., the limitations of the study and suggestions for

11



CHAPTER TWO : LITERATURE REVIEW
2.1. THE PROBLEMS AS PERCEIVED RY THE RUSINESSMEN

As noted earlier in the introduction, the small scale

indigenous businesses have been receivineg attention from both the

scholars and the fovernment alike. The reasons for this attention

he@d ito : leok at the wproblems these scholars have raised in

hnection with the small scale African Businessmen. and finally

1ook at theip conclusions,

The Institute for Develorment Studies (IDS) of the University

of Nairohi which engages in rese

»

rch especially in social sciences

hag contributed alot in this area of small scale African

=

businesses, In addition manv scholars have research in this very

important area,

In hig Ph.D thesis, Harper took a study with the obhiective to

eXamine the hypothegis thadt

Individyal extension services are necessarv for rromoting the
deVelonment of small businesses in general. and small scale
retailers in particular. and that such services ecan
fconomically and effectively be provided by staff with only
ur vears of secondary education., no business experience and
4 minimum of formal training,

)
=

And he formulated his hypothesis from his helief that:

® retailers have traditionallvy been disregarded or
even dispersed, It is suggested that thev can nevertheless
Play a vital role in Kenva and elsewhere, hy satisfvine the
Needs of their customers. making available a wide variety of
FBBMES  which are necessarv for development. mobilising
Otherwige idle carital and other resources, and prroviding
SHBLOYMent onnortunities and a source of entrepreneurial

talent (Harper, 1974 P.75),



Inﬁ 7 1 1 3 “ !
order to verify his hyrothesis Harver carried out his study

really
ly a constraint as most of the businessmen believed but rather
the h 3
“l8fest problem was the effective emplovment of the canital
which ey
"X1lsted. Thus he savs "shortage was to some extent illusory,
and de

t . k
ailed examination of the finanecial rogsition of a samnle of

169 ¢ :
Lraderg substantiated this view, Their main nroblem was their

se of the existing éanital
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rathe
*r than a need for more from outside” (Harver, 1974, P, 243),

Ths
hus Harper recommends an extension service to the

more o e .
*ffective and will he able to use the fourth from school
lea\'pr 74
-I'S with a short period of training. He further arecues that
the dug

al m
Purrose of the government agency as advisors and source

of canjg
NAER1L SRl be dtscouransd for these two roles would he

conflicts : ;
ting if carried out hy the same sovernment agent, Relations

would p Ead
¢ cordial at first when the traders attend a husiness

train
ing ¢ s
“ourse or get advise from the government agent for he will

thig .
48 a wav aof establishine a relationship that will lead to

A |uece
cessful anplication for a loan, One

D

a loan is received

r
®lations are likelv t
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afgent now wants the
loan reravment ,

Mwangci : .
angi  (1975) in his studyv., to evaluate the role and

Perform
drMance , ,
2 of the shonkeeners in central province, conducted twa

NMrveyg t
= Y A ne 3 . .
: h- first one, "consumer ovinion on small scale African



shopkeeners" ang & second entitled "Salesmen’s oninion on small

Scale African shopkeeners”, The first one was aimed at assegssing

the Performance

In addition

P

0 these two Mwanei also established a "atandard of

efficiencv" (Mwanegi, 1975, P 1BYS

ThlS inCluded {a) monthly sales furnaover of go aflas =iy accurate

'T
O
=
2
in

of bhusiness transactions. (¢) method and rractice of

four Criteria it was possible to evaluate the performa of these
b”~ln938men and find out the probhlems afflicting them,

Mwanei concluded that these businessmen nlaved a vital role hv
Creating increasing joh opportunities and. acting as training
froun

ds for future entrepreneurs in addition to the utilization of

Nep " : A
rsanal 8avings and other resources and putting them to productive
Use,
Like other fearchers in this area Mwanegi found that "lack aof
cCanit

8cale shornkeepers even disregarded anv other

8:"  Further prabing and analveis indicates that the ro

o)
o+

S “ .
= of problems facine these traders i

cultural background

in

to be found in their

and the inadeauacvy aof hugineg training

"(M "
wangij, 1978, P, 182y, Thus Mwanei recommends extension
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ICDC with twe arms focusing on the development of small scale
1ndustr19q and small scale shons,

This shows that Mwangi like Harver, feels the nroblen that

faces the African businesses ig

=
D

t canital but the inefficient use

Marris and Sommerset (1971) found that two thirds of all the
Kenva businessmen they interviewed believed that their most

imhortant Problem ig shortage of carital and "few of the country

w

shopkeenerg throught of anv other’nroblem worth noticing",

Garlick favs that in some parts of Ghana children who are harn

on the day g loan is granted are speciallv named for the event

(Garlick, 1968. p. 23 . Garlick appears tao take at face value the

helief of traders in Kumasi when he suggests that more loans, low
interest rates. more guarante s and more lenient security

Feduirementg would be the hesgt remedies that could he rrovided for

the prohlems as he saw them (Garlick, 18869, P, 91y,

MeCrory concludes from his detailing survev of small

businesse €8 in one t

.

own in northern India that the need for capital

was the Princinle reason for the lack of success of this sector

(McCrorY, 1988, .2y,

Bosa (1966) obhserved that. among the manv probhlems which

confront smajj scale enternrige in underdeveloned - as in developed

T countries
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1 to be as difficult to solve as thos
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of financing, And where African small businesses are concerned

these problems are even many. manv times fold more intractable, H

D

found that small business in Uganda - as in other varts of the
world - depended very heavily on self finance, In other words.
family finance was the larsest source of the hicghly successful
husinesses in Uganda. However. Bosa. established that where
African bhusinesses are concerned. this fundamental source of
finance for small businesses would seem to he a closed avenue,

Kessio (1981) found that the most recurring prohlem mentioned
by the husinessmen interviewed as the most important in hampering
the success of their businesses was the lack of finance,

De Wilde. in a sample of seventeen countries in African

confirms that a maiority of African businesses consider financing

+

heir principle nrohlem. He contends. however. that financing
difficulties "reflect more basic problems of inadequate business
skills and training" (De Wilde. 1971. P. 17), He therefore,
advocates that financing of African businessmen should bhe

accompanied hy effective measures to access the canacity for

e |

entrenpreneurshinp (De Wilde, 1971, P.18),

Otiena (1988) ohserved that the maior business problems on

I,

initiation included 1lack of adeaquate carital, finding suitabhle
working premige., finding customers. getting tools and implements
fgetting raw materials. éetting skilled workers., high license fee,
and lack of trustworthy emplovees. He concluded that small
busi

nesses suffer from inadeauate institutional financing because

of the aforesaid reasons. therefore making canital funds destined

16



The above researchers views were correctly summarised by

ttereeaaes "ask anyv small African
Pusinessman what his princirle problem is, and he will invariahly
say "monev" or lack therefare" (Parris., 1968, P, 56)

The belief that the most vressing problem of small =scale

businessmen is shortage of capital is not confined to Kenva, JF& &

discuss profits, market. and such thines when all they helieve to
b

S.fecesnary. is a loan JHarnen. 1874.. P 269, - Evenin a develoned

i

s

b

country like in the United States, lack -of capital ~igc otidd}

)
D

nsidered bv small businessmen to be their major difficulty
(Harrer, 1974, P 2

. It is important to note that in order to assist small
Indigenousg businessmen to u
Meet increasing challenges. the financial assistance institutions,
whether government or private., will have to expand and improve
facilities for rroviding technical assistance. training and

\

education (Geiger and Armstrong., 1964, P, 108),
During research on the development of private businessmen in

African both Geigner and Armstrong observed that "virtuallv all

in training and education than in financial assistance programmes”

{Geiger g Armstrone, 1964, P,91),

L7



research and unnublished renort deals with "Small Busineas

Development in Kenva" (Repuhlic of Kenva. 1972).

This renort is one of the interesting works by I.B.R.D. which
is relevant to this Pamer., The report focuses on the problems that
confront African small scale bhusinessmen. descrihes and evaluates

those institutions set up to promote and help African traders and
ations, One such recommendation is the
sugfestion that there is a need for individual extension service
which are necessary for promoting the develonpment of small business
as advocated by Harver in a paver entitled” An approach to staffing
a4 small business extension service" (Harper, 1973),

The Institution for Development Studies in thgir raprer, "The

Social Rarriers to African Entrenreneurshin” (Marris 1968}, tackl

fae)
D

>

the social cultural proble mg that confront small scale Afric

D

n

businesges,

in

It is often contended. especially by Non-African researcher:
that the obligations inherent in a traditional society where
extended family svstem prevails seriously inhibit the success and

frowth of African businessmen. Although these kinghip ties might

in

on the surface impede the develovment of successful businessmen,

thev could bé turned to great advantage. Such kinghin ties could

18



rlay an important role in contributing to other membhers of +

he
family when startine a business, "Virtually all the survevs on
African husiness enterprises that have heen made testifv to the

imrortance of family contribution to initial financing (Geiger &

rmstrong, 1964, P, 34), BRauer (1963), in his hook. discusses

i

n
detail the sgrecific factors which influenced the develorment of
West African trade, with an emphagis in Nigeria. 1In this book he

also looked at the maijor contraints confronting the development of

D

2]

small scale African retailers and assets that cultural prohlem

D

specially ohligations of a traditional family could either he a
deterrent or an advantage to the African trader.

Nypan. writting on a sample of‘businessmen in Accra concludes
"thev regard the

their businesses as a sort of recentance from which

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

exnenses

o}

r other family reauirements (Nypan. 1959, P, 37)

With these activities wilils itebhe unrealistic. to expect these

businessmen not to withdraw their pnrofits for these and vpressing

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

live., It will he rewarding to borrow what Harper savs:-

Efforts to improve the nerformance of small scale retailers
should avoid ecritising such hehavior, but should equin
businessmen with the necessarvy techniaues so that they know
what thev are withdrawing., and control it. and so that they
know what thev are withdrawing. and control it and se that
they are ahle to evaluate the specific reinvestment
alternatives that mav offer them (Harver. 1974, P.47).

De Wilde in his study ohserved that manv small scale African

D

Xperienc

bp}
D

buzsinessmen d a maior conflict regarding o

:‘J"
teake

ective and

imrersanal congiderations. which were considered prereaquisites in

9



extending credit facilities (T
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Mwangi (1975), in hig r

esearch to evaluate the role and
rerformance of the shopkeepers in Central province, found that
shorkeepers attributed the failure of their emerging colleagues to

indulgence in traditional relationship - for instance, conceding to

numerous demands by the extended family members. sometimes marrving

more than one wife., and excessive credit t
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Bosa (1969) in his beook looks at the Asian’s Jjoint family
svetem which permits the generation and conservation of canital
then he constrasts it with the African oren svstem of extended

family which diffuses resources, He argues that those affluent

members of the African society can comfortably live apart from

their extended family and the rest of the other members of her
society, This., however, is not possihle for the raral area
shopkeeper with his relatives next door, He will therefare

eXperience alot of preasure from the relatives., most of these
Pressures will not be to the bhenefit of the business but rather
detrimental to it - either throush vprestigious investments or

uncontrolled credits to the rest of the memhers of the extended

family,

This point of excessive credit to customers was realized hy

Marris and Semmerset when thev remarked:-

There was ample evidence to show that excessive credit to
customers was the commonest reasoen for failure, Forty - seven
of their resnondents attributed the failure of shopkeepers to

Ziving excess credit to customers (Marris & Sommerset. 1971.
Py



Harper (1974). ohserved that the amount granted hy rthe. + 76

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

amounted on the average to 20 pe

3

cent of one month’s sales. This

D

Xcegaive corp

nathy

D
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customers is a heavy strain on working capital.
which if not corrected in time. mieht hamper improvement and
exransion of their businesses. Mbuvi (1983), estabhlished that size
of the family was cited as one cause of business failure in
Machakos district, He found that the bigger the family the bhigger
will be the exvenditure. Thus the hig family will eventually make
clothing, health, higger living house, and so on,

From the foregoing, it is true’that the Africa entrenreneur is
torn hetween his traditional way of life and the demandine and risk
business environment. Any measure either evaluative or assistance
will have to he taken with caution bearing in mind that anv violent
and too sudden measures that arrnear too harsh and foreign to thé
African wavs of life mav be resisted and prove negative to the
business develorment instead of helping the developing of these

\

De Wilde in his report on maior vproblems faced by African
businessmen in seventeen countries of Africa confirms that
"virtually all survevs on African businessmen have concluded that

inadeanuate management is the crucial factor" (De Wilde, 1971. P.
35 5



Geinger and Armstrone in their bhook., The Development aof

African Private Enterprise, attemnted to examine the major prohlems

0

onfrontine African private businessmen. especially in West and

=1
in
o

a African and the assistance programme that were meant to

Foy

vercome the nrohlems

o

hat were in existence, They concluded
8 ©

thet ae s "Inadequate skills constitute a more serious - though less

intractable . - rroblem than canital, for skill ecan be often
substitute for and in itself is a major source of increased

productivity and growth". These two authors go further and contend

that -

Shrewdness, common sense, and a "good head for husiness" can
more often make up for the lack of farmal instruction or
training in management techniaques and business methods,
Africans nossess these qualities as much as da memhers of
other human societies: and those with no aptitude for
entrenreneurshin are eventually eliminated by competition and

the disciplines of the market economv (Geiger & Armstrong,
1964, 49 - 50).

o 5

Hawkins (1965) studied wholesale and retail trade in
Tanganvika and found out that there are three prime reasons why
African traders have not progressed bevond their present stage in
wholesale and retail trade’, He mentions lack of commercial
eXrerience and bhasic knowledge of trading techniques as some of
these resdsons, He concludes that for hoth the large and small
African traders. the most important requirements seem to he advice
and instruction., though the most freaquently heard reauest is for
loads, He suggests that vriority should bhe given to increased
commercial education and instruction as there are hundreds of small

shorkeepers who are just managing to make a living out of their

22



shops and will never make a real success of them, unless thev are

shown the elementarvy techniaues of running a shop efficiently. He

emphasized above evervthing else training and follow - up service
in the form of commercial extension service comparahle tao

Hirsch (1961, P. 256). found that the Northern India amall
retailers did not know how to use funds for expansion hecause of

ot

their low managerial ability that limits the size of their
h

in Indonesia (Geertz, 1974, P. 74). so much as the lack of ability

to organize into one enterprise the diverse range of economic

activities that make un a small refail bhusiness.,

It is true that capital mav be scarce in most of these cages

of the small scale enternrises but as Geiger and Armstrong (1964,
P. 49) point out skills mav he what iz needed most for skills mav
even increase actual productivity and prosperity mav increase., BRut

of course the reverse is most unlikely - thus with more of canital
f skills. the carital is likely to bhe wasted and

eventually the business coll@nses.
Dun and Bradstreet (1974) in their study in West Africa showed

that lack of exverience and management skills was a contributing

fact

o)
fed

o7 ine

e

ut of ten business failures. Thev also found that

small scale businesses compete for lahor with larser organizations

that pav more and offer greater henefits,

Inadeauate business management skills was cited as a cause of

business failure in Machakos district (Mbuvi, 1983), This point

N
(%]



was recognized by Machakos District Trade Development officer when

the traders have engased themselve es in diversification
essarily on purely prestigious investments with little
ive, and no oprover records of withdrawals by

themselves or even credits given to custo omers (Mbuvi, 1983},
Obviously this is not the hest wav to ran ‘& sprofit ‘making
organization and failure is the moast likely result in such a

situation. Therefore the small scale African businessman h

fas)
et
e}

2

realize or be made (throuch education) to realize that he

i
=
]

o)

T
has t

D

be a serious business manager,
Okelo and Tnukia (1972) in their study entitled "Rural
Enterprise Survey in Nveri Digtrict” concluded that African small

Scale bhusinessmen are affected hy lack of experience, amhitions.
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1 contacts and that they give business les:

in

Africa revealed that most of the managers / owners do not have

\

basic education. In Nigeria for examprle, studies showed that 90%

of the rural small scale entrenreneurs had less than bprimarvy 8

education while 44% were virtually illiterate. In ‘Sierra’ Licone;
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scale vproprietors did not have anv formal

There is hope in the near future that small scale African

husinesses stand to gain hecause

2

f the increased work of scholars

[
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in this area., as more and more authors write on this subiect,

These will add to the already existing works not forgetting the

work o

i~h

Kilby (1962.P. 259) whiech identifies the deficiency of

managerial and technical ski

in

ls as the greatest impediment to

indigenous entrepreneur:

in

1
in Nigeria, He then goes further and
asserts that wuntil this impediment has been removed "loaning
activities will bear little e,

Stalevy and Morse also seem unharpy ahout this idea of loans
and hold the new view that "loans must bhe denied until proper
records are kept™ (Kilby, 1962). and Sip W.A, Lewis state that in
‘ana: "African enternrises cannot be bhuilt upr simply by lending
Africans money. To lend monev to ehtrenreneurs whe lack managerial
capacity is merely to threw it down the drain" (Lewis., 1971. P.120)
and Hawkins (1965) recommends that loans should be given to a

selected "few" after instruction on effective use, Mwangi £+9753

P.95) carried out his studv in Central Province and found that

shopkeenersg did not keep adeauate hooks of accounts or businesg -

records - that would pravide useful information or runnine the

o

business from day to dav, The'few who kert these records did no
\

even make use of them, They rather wanted to show them ta~th

D

in

financial institutions to secure loans. This is a nrohlem that ha
to he overcomed by showing these traders that proner record keening
is

% an aid to prover running of the business rather than an aid in

fetting loans,

This voint was realized bv Ro 88 et.al when thev remarked:"

Business success and good record keening go hand in hand. Poor



record - keeping may not cause a business to fail, but manv

failures result from causes that good records could have prevented"

Maalu (1990, P.70), found the prominent record keeping

o Little or no control over stock
< Incomnlete or non existent records
1 Poor understanding of the significance of cashflows and

working capital analveisg,

» Failure in the use of accounting statements to nlan for

the future and

e Failure to understand simnle accounting languase,

>

study hvy Robhert Gichira and Dickson (1987) on prohlems

facing entrenreneurs in Kenva revealed that the maior contributing

fa

'tor to the lack of growth (success) in the small enternrises isg
the failure to manage their businesses efficiently, This
inefficiency they observed is caused by lack of nroper records of
their business activities., This study which was hased on the 52
enternrises under ILO proiect of "Imnprove Your Business", found
that most of the businesses ;xhibited lack of accounting records
even after thev had received training on record keeping, Wangai.

studied the relationship between the practicing accountant and his
small buginess client, 'He found that 81 percent of the gmall
businesses he studied prepared financial records only for tax

returns. . He recommended that the Accountant should be nrepared to

3C¢rutinise the services they offer their small business clients

26



with a view of making them anpreciate the imprortance of records as
2 means of planning and contrel (Wangai. 1982),.
The above literature reviews that the record keepine in the

small enterprige sector is deficient and that the small enternrise
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oks of accounts,
It should he noted. however., that deapite lack of proper

keeping of books of accounts, small scale Indigenous businessmen on

the whole have a high propensity to save. This stresses the
imrortance of ploughing bhack all the wrefits. Traditional
o

ocieties are well known for their ahility in accumulating savings
from their meadgre resources as Geider and Armstrong noted in many
Part of Africa (Geiser & Armstrong. 1964, P. 46),

It is good before we leave this point on savings to make an
ohservation by Mwangi (1975) and Harper (1974),

Mwansi (1976). in his study to evaluate the role and
Performance of the shopkeepers in central wvrovince |, found that
among the shopkeevers interviewed only 40 vrercent had bank accounts
of saving acoomrstias In a similar study hy Harper amongst 169

shorkeeners only 326 percent had bank or saving account (Harper,

1974 , 55100 ) 2Mdng ol these shorkeepers were more familiar with

+

keening money themselves., sometimes under a bed mattress or =zome

Such ‘hidden wnlace: then in banks. However, currently the

traditional practice of hoarding money is dving out hecause of

inerease in the network of commercial banks and risk of theft.
Inukai (1973.PP., 88-89) study of 1icensing Practices for Small

Scale Firms has shown that the law discriminants against those

27



firms (Small secale husinesses) which are unable to meet productian

standards or working conditions prescribed

=

v laws designed hvy

former vor &

2

nial government to exclude native Kenvans from

manufacturing enterprise, Further the business 1license feeg
charged seem auite arhitrary if not discriminatory. hearine no
obvious relationship to the income earning capacity of firms. He
further ohgerved that the building codes established to meet

aesthetic, architectural., and engineering standard’s impozed by the

former colonial government and based on British conditi o mee
eXcessive in comparison to the technical needs of enternriges and

e mpediment to entrv and growth, This point of toa many

0
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8

[
|

Y]

n

restrictions on the activities of small s«

rale businesses was

realized hy Harper when he obhserved that:-
the restrictions that apply to large scale husiness were
arplied to all businesses and tended to hamner the small
(Harver, 1973).
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He noticed that there were multivrle licenses given by th
h

coniral ae swell <ag. . theilacal authorities, This tended

+
s

complicate licensing as professor Elkan noted in his wparer on

"Svstem of Trade Licenses" (Elkan., 1973, P. 28),
Machakos district, found the licensing of bugsinesges o The
defective hecause it allowed the wholesaler a retailer’s license,
This does not only permit the wholesaler to complete with small
Scale businessmen but also enables the wholesaler to hoard the

goods and sell them at times at a vpremium to the retailers oar

refuse to 2ell them esrecially fast moving items.

[N%]
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distriet thus vposing unfair competition to the "stationarv"
businesses, In addition thev argued. hawkers get trade credits
from the rich Asians in Nairobhi and in this way Asians have manased
to carry out businesses in hoth the urban and rural areas to the
detriment of the unexperienced and relatively poorer Africans,

of Nairobi..,. "out of 45 traders aquestioned ahout this competition
from hawkers, 40 were of the opinion that the hawkers should he
banned, The other 5 did not mind them. These five had big
businesses and they argued that some hawkers bhought their stock

from them. Banning them would harm businesses of these five", The

theaw .+ "Hawkers and street trad

\
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in the shops, Therefare they compete against us, They pav no tax

for their‘ trade and also thevy vpay no rent. o4 &  bad

c

D

mpetition" (Kariuki. 1975. PP. 98-99

S
-

But of course the hawkers hold a different view and see

O
No reason of the small scale trader’s comnlaints,
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Child (1973) in a study entitled "An Emnpirical Study of Small Secale

Rural Industry in Kenva", found that among the firms studied. the

mo

in

st

I
D

reaquently mentioned complaint was with respect to transport,
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0

k of

2
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d roads or access to services of common carriers, He

3
iD
2

commended that more and better roads, together with availahility

2

i o electricity, would cut costs and raise the productivity of the
workers of the firms studied.
Hugh in his revport on the problems of the African Trader alsn

realized thig probhlem of transport when he remarked:-

One of the maior rroblems of African trading., whether aof a
wholegale organization or of the small retty trader, is the
costliness of transnort (Hugh., 1955),

This point of defective distribution syvstem was alsn

recognized in Mbuvi’s study by the Pistrict Development Officer

"Wholesalers have retail licenses and these will unfairly
comrete with small szale Africa traders who mav not even get
surrlies when they want them" (Mbuvi, 1983),

It is true if there is shortage of supnlies the wholesalers

With theip customers leading ‘to possihle logsses hecause of gAY H

Patronage, The distribution svstem was not helping the small seale

traders hecause agentgs were either not enough or if thev were did
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Closely related to the above ig the wholesale prohlem as

Trader", He arfdues that there anpears to bhe three comnonents and

interrelated parts to the wholesgale problem as it affects the




sunnly, the inevitable Asian Channel. Thev are:-
(i) the price at which he can rurchase goods,

{ii) the range of goods which he can purchase and

Hueh arsues the remedy to these probhlems ez iin

ek
=
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A study by Kessin (1981}, on the problems facing the small
buSinesses and the effects of management trainine on the

performance (in Nandi district) found that. among the businessmen

Mwangi (1975), in study to evaluate the role and performance
of the shonkeepers, found that inabhility to determine the right
sizes, auantities., and assortments to stock to satisfy client of a
Ziven shon was found to rase a real difficulty with many small and

\

large African shorkeerers, Customers often expresse
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d1qqqthf ction hecaus
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ities were aften out

0

f stock, esvpecially in small sized shops, Harver made the =zame
observation that manvy ‘shonkeepers were more interested in
impressing their colleagues and customers with large stocks of
Roods, hoth fast and very slow moving, then with prafit margin and

Stock turnover (Harper. 9745, "PE1O5 ¥ ;
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As vertains disvlay by thesge busineasses Harver noted that one

- third of 169 shonkeeners interviewe
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totally without order in their disrlay, This a reflection of the
feeling that displavy wag not considered an  important tool of
selling, especially to new customers,

The products offered hy rural small geale industrvy in Kenva

or New York nor teo high income congumers in Kenva (Inukia 197381,
But it should he noted that similar firms produce and sell similar
products for the benefit of lower income consumers in Nairohi or
other urban centers of Kenva,

Inukai, save thesge products using the economists jargon are
"inferior gaods", This unfortunate term m does not hecessarily mean
that the auality of the good in inferior, Although it might he:
the technical de ition of an inferior good is "ane rurchased by

onsumers in lower income brackets for which there ig a higher

Price gsubhstitute rurchased by higher income consumer," The
implication is that demand for an inferior good declines as income
rise, He further argued that as Kenvan e onomic growth Proceeds,

one mav exvect that simple hand made furtunire, currently selling
in a growing market, will he replaced by factory - pade articles
finished to a high closs after construction by Srecialised skilled

craftsmen using modern and efficient wond working machines,

Similarly, the hand made clothing and shoes will he replaced by

I~

actory and machine made articles, while the charcoal stoves ofsthe

o~

lacksmithe will disarpear in favar of modern cookers, But all of

Do)
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this will surely be a long time coming, Economic graowth and the

he replaced on the income sca

v}
e

le by the presently vVery poor who will

Coover (1966), ohserved that there are five vproblenm Areas

often said to face small companies when they attemnt tq develon

technically advanced new products, They are:
(i) Creative develapment reaquires npeanle of considerahle

education and unusual abilities, Small comranies have
tremendous diffieulty in recruiting angd keening such
peonle,

(ii) Even if a small company attracts a good engineer to 1t
staff. it is unlikely to have such succegs in develonine
advanced new products, Such an engineer will lack the
benefits of "team research" and will often have to
interurt his long - range develorment plans inorder to
solve short - range problems,

{iii) Even if a small organization is able to develon a
significantly advanced new hroduct,‘it is unlikely to
have the resources needed to exnloit it.

(iv) A small companv mav he lucky in that some of its early

efforts to develan advanced new products may he fruitful,

- o
pos)



However, it can sel

2

om afford to surmort very manv such
projects, and it can almost alwavs lack the resources tao

surport a "run of had Tuék" ; G¥The risks in this kind of

activity are enormous for the

f/}
'.D

mall company,

{v) Even if a small company is successful in dev oring and
exnloiting a new product, it is likely to face formidahle
completition from large companies which enter the field

Thus Coover was able to econclude that the develorment aof
advanced new products is an activity which everv small manufacturer
could and should undertake, There are three attributes which are

probably essential for this strategy:

- Th

D

Pres

m

nce of at least one highly creative technical
rerson in the organization,
- An attitude - Primarily, an enthusiasm for emphasizine

product

Q
m

lopment ae a4 maijor element of strategy
among the chief decigion makers in the comnany,

- A willingness tn tak

D

risks,
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CHAPTER THREE
RESEARCH DESIGN

3.1, THE POPULATION

{i) Manufacturing
{ii) Service
{iii) Merchandising

Kitui town is the district headauarters for Kitui district,

o

f the followinge reasong:

Kitui town was selected becausge
(i) It is convinent to the researcher,

(ii) Due to time and money contraints, it was not Possihle to

carry out the study in the whole district and
(iii) Since Kitui town is smaller compared to other towns like
‘Nairoh Mombhasa and Nakuru, it was arprorriate to carry

study in the whele of Kitui town,

D

h
aut th

3.2. THE SAMPLING PLAN
It was not possible to draw ur a sampling frame due +to

ifficulties in getting a good enough estimate of the number of

o 5

these businesses in Kitui town, This was partly due to the

lﬂ

informal nature of some of the businesses,

DO%
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know how to read and write, It was therefore. neceszary for the

3.4, DATA ANALYSIS TECHNIQUES

Section A and C of the questionnaire was analvzed throush the

Section B was analvzed by the use of vrincinle component
analvsis (Factor analysis) for the purpose of identifying and
naming the underlving problems faced by the businessmen,

The general ohiective of factor analvsis is to summarise a
{large) set of the variables by creating a smaller number of
variates or factors that are defined in terms of the original
variables, This small number of variates is derived such that the

maximum amount of information available in the original variahles

iz retained in the smaller number»of factors,



CHAPTER FOUR
DATA ANATYSTS AND FTNDINGS

T IRV Ny

OF THE RUSINESSES
The main ohiective of this studv was to identifv the nroblems

faced by small scale indigenous businesses as perceived by fhe

owners, This part of the chanter presents the empirical findings

A £ -3

: ' 3 o e the anestionnaire, Data for
this part is summarised and nresented in terms of proportions and
nnrcontaéés,

Out of the 82 businesses who were apnroached and resnonded.

only 45 resnonses were considered usable. These were owner manaced

husinesses,

Table 4, 1,

o BESINESS OWNERSHIP

iy B i l ﬁ
i i Frequency | Percentage(%)|
= i i A
: ' J ad
iIndividually | ! : |
fowned : i 16 | 38.6 ;
i 4 H :
! i 50 .
{Familvy Partnershin | 20 w4 44,8 |
: .z i -
{Non-Familv ! | |
iPartnershinp ? 9 E 20.0 ?
e e
Pertnt 45 100

Source Research Findings
From the above table. it can be deduced that most of the

businesses were individually owned or fall under family partnershin

(80%),



Tabhle 4:12

TYPE OF BUSINESS ACTIVITIES

| |  Freauency | Percentage(%)|
— j j i
3 i 1
IManufacturing ! 6 ! 12.2 i
— 4 } i
o . ﬁ
|Service ! 16 | 35.6 i
B i } i
* : f |
IMerchanding ! 23 ! 5 | {
| . 1 H f
i . : i
|Total ! 45 | 100 f
| ! ! |

Most businesses fall under merchandisineg category {over 50%) .,

Next was service hased businesses (36%). This is true given that

such businesses reaquire little initial carital to start,

Table 4: 13

OWNER’S LEVEL OF EDUCATION

- Freauency |  Percentage %
H i
¥ : : -
INo Schooling | 10 ! 22,2 |
) : ! |
! ! P e —
i8td 3 & B ! X ! 188 |
e j | i
e ! ; —]
istd 6 - 8 | 12 ! 26.7 |
e | | |
|Form 1 - 2 : | 3 ! 8.7 |
bt i | i
f ! : %
|Form 3 - 4 ! 8 ! 11.8 I
e - l i
|Ahove Form 4 ! 5 ! 11.0 |
- ; ; |
| Total 2o i 100 f
g | ! |
| | i |

10
0O



From the above table., it can he deduced that aver 80% (64 ,5%)
of the owners had less than secondarv education. while over 20%
(22.2%) were virtually illiterate, This finding sunport Aluka’g
(1989) studv of small scale entrepreneurs . in West Afrieca, which

Pl that most of the owners (business owners) did not have anv
hasic education. In Nigeria. for example. Aluko found that 90% of
the roral small .scale. entrepreneurs - had lew than  primarv g
education while 44% were virtually illiterate,

Table 4314 .
NUMBER OF ASSISTANTS / EMPLOYERS,

Freaquency | Percentase (%) |

J g (

;' .* -l

Less than 2 | 18 | 414 i
t ; v

More than 2 but less | % |
! | !

than 10 ! 12 ! 31.4 I
; i ]

Above 10 f & ! 91.0 |
1 } *{

Total | 38 | 100.0 |
2 : . !

Source, research Findings.

\

Most of the businessmen interviewed had assistants {84%),
st ha hnsinegses fall under the survival and miecro
enternrige subsectors (79%) according to Farman and Lessik (1989)

] £3 % Th viority were informal in nature,



Talite 4218

NUMRER OF YEARS TN BUSINESS,

| Freaquency |Percentage (%) |
| | |
LLegs or eaqual to 5 | 28 I B 7 i
| : -
Mane ithan 5 thirt heas Hhan 10 | 16 l @ 9 i
+ } 4
Ahove.. 10 ! 9 | 6 i
} } =]
Tatal b 48 g 100 i
1 1 '
Source, Research Findings

Most of the businessmen had less than 5 vears of business
50%). by all standard’s one is obliged to sav

thev lack business experience and Dossiblv went into business due
o 1ack of emplovment in the f(ﬂ"‘% sector,” From ohservatiaon thig

category comprised of vound and retired businessmen, Laglk ot

businegss experience was clearly emphacized one ol  majlos
prohlems faced hv small scale bhusinessmen in chavnter two, For
instance Dun and Bradstreet (1974]) in their astudv in West Africa
showed that lack of business experience and management skills was

a contributineg factor in nine out of ten business failures, Mhuvi

{1983) in hig studyv of causes ofwbusinegss failure in Machakos

distriect cited inadeauate business exvrerience and skills as a
canse of business failure in the distriet.

41



Table 4:18
STIZE OF THE FAMILY

|Freaquency {Percentage (%) i
Less or eaqual to 5 I 9 l 25 |
i. i H
i ; |
More than 5 but less than I ! i
or equal to 10 P 3B ! 41.7 !
} } o
Above 10 1 1418 I 34.3 i
| i =
Total D I 100 i
i H I
S ree y Reaearch Findines.,

20% of the businessmen interviewed had a familv, From the
tabhle ahove., it can be‘deduced that 75% of the businessmen with
families had a familv of more than 5. It should he noted that
size of the family in this study is measured bv the total numher
of children and wives. A big familyv size was cited as one of the

hlems faced hy amall scale businessmen,

Harper (1974) had this to sav as concerns the size of the
Ffamilvy:

"A big family size is a heavv strain on working canital"”,
caunse of business failure in machakes district. He found that the
higger the family the bigger will he the exmenditure., thus the
bie familv will eventually make heavv demands not onlv an schaol
fees but also on the food budeget. clothing., health, higger 1livine

Over 70% (71.1) of the businessmen interviewed had no bank or
savinegs account., This supports what Mwanei and Harper found in

their studies., Mwangi (1975) in his studvy to evaluate the role

42



and performance of the shorkeevers in Central province found +that

among the shopkeepers interviewed onlv 40% had bank accounts aor

savings accounts. In a similar study by Harrer amonest 169

shonkeepers onlyv 36% had bank or favings accounts (Harper, 1974 n

1001,
Table 4:17

CROSS - TABULATION OF TYPE OF BUSINESS WITH NATURE OF
RUSINESS OWNERSHIP.
i Individual | Familv Part- |Non-Fami- | 1
| owned | ernshin lily parter| Total i
i Frea. % | Fea., % |Frea, % | Frea.,% i
- : i | i
IManufacturing 2 I SR e SR X3 Pl it G B |
% + % i =
|Service T 153 1.4 20 S s Ee Laae
: ; t | ~]
IMerchandising 7 15,6 1| 9 20 Ey 120 1o (9~ |
| ; ; i i
iTotal 16 35,6 120 44.4 . R0icr 108 1200 - o
i ! | | |

Source, Research Findings,
From the above tabhle the following can be ohserved:
Among the businesses which fall under manufacturine, thev

were evenly distributed among the three tvpes of hugsiness

.

ownershin.,

Majority of the service oriented businesses were familvy
parternching. Again under merchandising majority were familv

parternshins with individual ownership takine the second vposzition,



Table 4:18.,
CROSS - TABULATION OF NATURE OF BUSINESS OWNERSHIP WITH NUMBER OF
EMPTL.OYEES,

1 i
| IO e R et R0 Potal |
{> Frga. "% | “PPedh., X iFPeq, R |Frea, % g
| ! ! | i
Individually ! ! ! f |
owned | 7. 38400 fobsiiza 01 1344 06498 |
f ? ; ? —
Familv Parter- | ! ! ! i
ship B R s s TRy F9+36-39.5 |
; ; ; ; —d
Non-Family i ! 2 ! ! |
Partership 1i2g BB 1A 18328 1102 988 19  ®aua: |
: ? ? i ]
Total vl 6 18 B % 41 isg iog |
! i L £ i

X: Number of emplovees

Source, Research Findings,

Among the individually owned businesses. majority had less
than or eaual to two emnlovees, Thus majority fall under the
survival subsector. Again among the familv parternshins maiority
had less than or eaual to two emnlovees,

Among the non - familv vparternshirs. maijority had hetween 2
and 10 emnlovees. Thus majority fall under micre - enterprise

"

suhsector.
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CROSS - TARULATION OF TYPE OF BUSINESS WITH SIZE OF THE FAMILY,
f !X i R !5 2o o Ll fx > 10 jTQtal ‘T
4 |Frea. % | Frea, A Feba, % iFrea % |
= ; t } j S
| Service | 4 11,11 .8 13.8.0.3 o SR T
— } f ¢ } b
IMerchandising | 3 Badi 8 25 - 18+t f--19-— 5o o]
— ; t } } s
; ; g : ' ey
[Manufacturing | 3 8.3ls:-2 S.814.314 2,8] 62°18. 71
— | | | s =
iTotal 110 47,7 aatd $4.508 .40 1 2784 381510804
5 1 ! 1 i S5 :
X: Size of the family
Source, Research Findines.,
From the above table, the following can be deduced
Among the service oriented businesses, matority had a family

size of less or eaual to 10
Under the merchandising categorvy, maiority had g family gige
of more than 5 and among the manufacturine businesses half of them

had a family size of less than or equal to 5. with only one with

a familv size of above 10,

(1SN
D81}



Table 4:20

CROSS - TARULATION OF TYPE OF BUSINESS WITH YEARS IN BUSINESS.
| Ka=8 begaaXesnbtalf> Xe2l0 1X> 10  jTotal

| Frea.' % | Freas-~% r4Freu; % |Frea. % |Frea. %
i : ! | 5
IManufact | ! ! |

|- uring B 14 .451 ! 11 2% 1 8 13.3
. | : : i

|Servine “2uend 47 dorills 8458851 2 Aenl L 87 118 a5 .4
i : ; = |
IMerchand | ! ! |

|- ising 6 184 3700 22.21 5 45148 4 -1 83:51.3
— . } | }

i Total Brusifieds =28 §ie7] " 7 8.8 4 8.8 | 48 300

I
X: Numbher of vears in business.

Source. Research Findings.

Most of the owners of the manufacturing oriented husinesses

had businesses experience ranging from 2 vears but less than A v
vears, Maijority of owners of service hased businesses also had an i

exnerience falling under greater than 2 but less than or eaqual ta

4.2 FACTOR ANALYSIS. A

Factor analvsis was done on section B of the auestionnaire.

;‘;
:

The results are presented bhelow.



Tahle

4021

PRORLEMS IN THE QUESTIONNAIRE.

DESIE AR RO T A T A SRS SRS AR T A B R B A B e el e e e e e e
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Lack of adeauate funds to start a bhusiness.
Shortage of working capital

Unlienient securityv reauirements for loans.
Hieh loan interest rates,

short loan credit periods.

Management of loan funds.

Managsement of working canital.

Rig family size,

Excessive credit to customers.

Hieh private withdrawals from the business.
Lack of trusted assistants.

Prior business exverience.

Formal education.
Formal businegs tra
Proper bhusiness re
Lack of skilled workers.

Unfair competition from hawkers
Competition form others in the
High transvort costs.

Poor digtribution svastem,

Lack of credit from supnliers.
Lack of customers/market.
Suppliers not carrvineg all the assortments reauired.
Mualityv products,

Hieh rents.

High license fees,

Disturbance by Kitui county council Askaris,

Too many business restrictions.

Drought / Famine.

Table 4:22 below shows the summarv statistics relatineg to

N

variables (problems) of the second rart of the aquestionnaire,

gives the average. mode and standard deviation.

the

i



Tabhle 4:22,
THE SUMMARY STATISTIC OF SECTION B OF THE QUESTIONNAIRE.

: : . s
Problem | Sample | Standard | Mode | Variahle |
| Average |  Deviation | | Number |
; ; ; ; i
1 bos dn @ | .60 i 4 | 1 i
2 E Al l 70 4 | 9 i
3 I 1344 | 70 P 3 g 3 i
4 | 4.0 l .74 | 4 i 4 i
5 ke 410 | .80 jov 4 g 5 i
6 = | .86 3 | B |
7 i 3.3 | .80 | 18 | 7 i
8 & | 1.19 b 4 ; i
9 b -8B | .98 o | i
10 o | . 94 I3 ; 8 i
51 b1 il | .86 booq | 9 i
iz _ | 88 B | i
13 o | .86 T | 10 i
14 T | 1.00 jo 4 | i
15 | BB | . 94 beoed ol i
16 L BT | .84 o b oag i
17 b«18:4 | 1.00 boicd | i
18 | 4.9 | .92 sk e i
19 P 3.4 | 1.03 I 4 | i
20 | “8.8 | .99 i ! i
21 | --3:6 | . 94 v o e 34 b
22 o5 | . 94 F 4 T i
23 hoad 48 | .68 ot a8 i
24 i 8.4 | 1.05 S ; i
25 fci2.8 | 98 e B ! i
26 FooEA | 1.09 i o4 ! i
5] o | 1,08 L8 ! i
28 f & | 1.04 23 | i
29 [ 848 | = S a1t i
30 5 | BT L2 E - i
I ! I i i

From the above the following problems.

1i2.4.5:8:9:10:11,16:21.,22:23.27:2%¢-and ' 30 on  average - were

oo}
D
in
in
=]
D
=

indicated as important by the busi Thus. on average. lack
of adequate funds to start a business. shortagse of working
capital, high lean interest rates., short loan credit neriods. bhie

family size. mismanagement of working canital, excessive credit to

48



business records. poor distribution svstem. lack of credit from

either unimportant or somewhat or somewhat important. Thus on

average, unlienient securitv reauirements for loans., complicated

naperwork by lenders. mismanagement of loan funds. lack of trusted
assistants. prier bhusiness experience, fqrmal education. formal
business trainine, lack of skilled workers., unfair competition from

hawkers., compnetition from others in the same business., hig

transport costs. suppliers not carrvine all the assortments
required, auality products, high rents, and disturbance bhv Kitui

county council Askaris as either unimportant or somewhat imnortant,

',\)

A studyv of the mode of each problem (variable) indicates that

the businessmen considered mismanagement of workine capital asg
verv important. The businessmen. too considered the other
problems (variables) as important except problems 3.8.7 and 27
which thev considered as somewhat important. Where the moade Bk
it means that thev indicated those problems as unimportant,

The statistical package used for analvsis was limited to a 18

2

X 18 matrix, 'To eliminate the other 12 problems. the standard
d

deviation indicates that the



businessmen were consistent in their choice of response )

ok
=
Av)

T

variahle (problem).

The selected problem are in table 4:23

D

Table 4:23
PRORLEMS SELECTED

Variabhle Probhlem

Lack of funds to start a business

Shortage of workineg canital

Unlienient securitv reauirements for loans
High loan interest rates

Short loan credit neriods

Complicated raverwork by lenders
Management of loan funds

Excessive credit to customers

High pnrivate withdrawals form the businessg
Prior business exverience”

Formal business trainine

Prorer business records

Unfair competition from hawkers

Poor distribution svstem

Lack of credit from supnliers

Lack of customers/market

Too manv business restrictionsg

Drought /Famine

AR e - - R
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CORRELATION MATRIX (See Avvendix 111)

From the correlation matrix in Avprendix 111 which is the

"

basis of generatineg the factors. variahlesg (Problems) 6 and 10,

and 9 and 13 were found to be highly nositively correlated, The

next variahles (problems) to have a high correlation were 3 and 8

and B and 9, Variables (problem 2 and 4 and 12 and 17 are also
correlated,
Variables ({(problems) 28l 04, end 18 webe weakly

orrelated with the rest of the variahles {(problems),

0

N
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FACTOR ANALYSIS OF VARIABLE (PROBLEM) AND COMMUNALITY

Variable Communality

1 T o
i | @
= | ol
| 1 | .55 |
| 2 | 51 |
| 3 | 51 |
| 4 l .55 !
| 5 | 49 g
| 6 | .59 |
| 7 | 41 g
| 8 | 42 ;
| 9 | .66 g
i 10 | .55 g
i 11 | . 36 ;
| 12 | .76 g
| 13 | .43 g
| 14 | .36 !
| 15 x .23 s
| 16 | 46 |
| 17 I .49 |
| 18 | .58 ;
| ! |
fe L i
The communality is the vrrovortion of the variabhle’s variation
to the total variation that is involved in the factors, For

example 76% of variable 12 is involved in the factors, It can bhe

deduced that variable (rnroblemi?. 8, 11, 14 and 15 rank low

A\

in
terms of their contribution to the factors. Thus it supports the

correlation results.

0o/ |
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FIGEN VALUES,
Eigen Values % Variable

i
AV}
()
o+
]
L]
in

Cumulative %

! | !

| | :
i I 2,85 | 15,9 | 19.9
2 § 4.83 | 12.6 i 28,4
3 | 2.08 I 116 | 40,0
4 | § .54 | 8.6 i 48,6
5 ! 1.47 ! R.2 | -188.8
6 ! 1.23 ! 6.9 | .083.86
7 ! 3,117 ! 5.3 i %0 .1
8 | 1.04 | 5.8 | .7%5.9
9 | 83 | 4.6 i .280.5
10 g T4 | 4.0 (<. 384.5
1% | .61 | 3.4 | 87.9
12 | 52 | 2.9 | . 280.8
13 ! 43 ! 2.4 |« 2082
14 ! « 36 ! 2.0 e
15 | - 34 | 1.9 =287 .1
16 | 21 ! 1.2 I 98.3
17 ! + 20 ! i.1 | .198.4
18 | % 3 | | .6 | . 160.0

| | i

The measures in tabhle 4:26 indicate how well each of the
identified factors fit the data from all the resnondents on all
variahles (Problems). This output measure consists of the eiger
values, which is the sum of the sauares of its factor loandines.
Because the resvonses tfto the statements (problems) are
standardized. the variable associated with resnonses tn any problem
(statement) eauals 1. For examnle Fadtor 1 explains 15.9% of the
total variation. Factor 2 exvlains 12.6% of the factor variation

\

and so aon.

o
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Table 4:286.,

INITIAL FACTOR MATRIX

| | FACTOR | FACTOR P FACTOR | FACTOR | FACTOR l
SR 3 _— I !
| | ; : : : |
{411 47 18 e | .48 I 3,80 e :
{22 (58 . 71 .39 | -.02 | Bt | .18 |
| {33 =id43- .54 {87 S | .05 | .08 |
Lid 4] j% .8 66 | -.25 | .26 | , 78 |
| 165] =|08 .24 i28 | -.18 | +.89 | 14 |
| 1841  ~188=0) .30 S b o#,18 l .29 |
b 130 .7 46 SEe | =<.34 | 1~.84 ;
i8] 84 .18 =429 e S | -.16 [
[ j92f  07-.58 «j@8s et o | -.45 ot |
110 | .41 | -.26 o 49 I -.05 b=, 24 i
{1114 112,18 =il i .88 ! 07 ! 2T I
{1321 |81 .8} 21 | -.18 B | i-.23 r
113 | Y .2 52 .83 ! 40 I ~-.06 |
114 | i09- .08 -id1 88 g .50 | .19 |
115 | :23 I -.02 Z. ! .30 | 46 |
1821  i39-.6f -i82 e L. 1,88 S |
187 48 41 .18 I -.20 e | .01 n
[igs] 84 .13 <180 | ~.18 | +.39 4 on c
L ! i l 1 ! }

Tahle 4:27 shows the correlations hetween the factors and fhe
variables, Variable 2 (problem 2}, variahle 12 (problem 16} and
variable 18 (problem 30) load heavily on princivral factor 1. while
variahle 4 (problem 4), variahle 9 (prohlem 11) and variahle 16
{problem 23) load heavily on the second' factor,

Factor 3 is loaded heavily by variable 3 (problem 3). and

variahle & (prohlem R),

Factor 4 is loaded heavilv by variable 1 (problem 1) and

variable 14 (problem 21) and factor 5 by variable 5,

N
Lo



Table 4:27

FINAL VARIMAX  ROTATED FACTOR MATRIC
| ! FACTOR| FACTOR | FACTOR | FACTOR | FACTORI
i | 1 i 2 bz 3 4 i 5 i
.L ¢ 1 = I 1 ]
T ] l ¥ | .14 rF i .08 | % r
= | 10 u -.05 18 .08 | A8
I 3 jLovs 008 | . 79 i -.03 b 200 W
= I .83 | .08 b= 1D | =,21 | 00
| B | .24 | 753 bl el | T3 n 28
I 6 jiome 00 1 .75 e 8 S 1 A3
b | .24 | .26 g Ay | -, 483 |
i 8 | i | .01 I -,02 bl e00 l e
I 9 | = B4 4 = 0E | .49 | ~.009 | 38
10 ook, 08 ! -.09 | +5,. 88 T | 08
11 b rowusid | 18 § - L ae e | 46
{12 | .62 | -, 44 F o opan T | -.14 |
i13 l .24 | .20 §e i 0309 bain 57 | 0
14 I -.08 t 01 | -.18 | .58 i 5. SR
15 | .29 | .02 bz, 00 | -.04 | 81
i18 i -.07 ! -.55 ktopte I -.10 l a1
117 ! .40 | -, 30 - .28 | -,02 | -.090 |
|18 fow il peolilon (88 hte, 57 151,03 SR
! | | | | [ |
1 1 ! i L 1 }

Rotated matrix gives the revised initial factor matrix after

\it had been orthogonal rotated using varimax. It attempts to

simplify the columns of factor matrix by makine all values clos

D

to either 0 or 1. This matrix renresenpf the terminal solution of
the factors.

In the final varimax rotated matrix (Tahle 4:28), variable 4
(problem 4), variabhle 2 (nroblem 2), variable 16 (problem 23) and
variable 12 (problem 16) load hea?ilv on factor 1, Variable 3
(problem 3) and variable 6 (problem A) load heavilv on factor 2:
variable 1 (problem 1) and ?ariable 18 { problem 30) load on

factor 3: variable 5 (problem 5) and variable 8 (prohlem 10) load

on factor 4 while factor 5 is loaded by variable 14 (problem 21),

1
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The implications of this are as follows,
The following problems will constitute Factor 1:

. Shortage of working ca
+ High loan interest rat
. Impraoner business recor

# ligck ot Puqtnmer/market

The following problems constitu

—+

e Factor

N

=
[
=
D
=

nient securitv reaquirements for loans
ted parerwork bv lenders

Factor 3 arises out of the followineg vproblems:

. Lack of adequate funds to start a business
. Drought/Famine

Factor 4 arises out the followine problem
. Short loan credit periods
. Excegssive credit to customers

4,3 SELECTED SOLUTIONS TO THE PRORLEMS
Data for section C of the auestionnaire was analvzed by use of
averages and vpresented in form of tables. The results are

presented below,

SOLUTIONS SUGGESTED IN THE QUESTIONNAIRFE

More loans.

Low interegst rates.

Loneg credit vperiods. :
Lenient security reauirements
Prover management of loans and working canital

Low license fees.

Low rents/other rental pavments,

Trustwortvy emnlovees,

Improved facilities for nrnv1d1n9 technical assistance.
training and education.

10, Prover bhusiness records.

11. Minimal credit to customers.

- - "
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-

-
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Bannineg of Hawkers/Street gsellers.

Good roads/Availability of electricityv.
More credit form suppliers,

Imnroved distribution svstem

Digtributors carrvineg all assortments.
Puality products,

- -

-

-

b b b ot ek ot
-1 D O 20 DO

Tahle 4:28,
SOLUTIONS BY ORDER OF IMPORTANCE,

Soiutien- Nowadbded Average ! Overall l
The Questionnairel Rank ! Ranlk f
1 i H

1 | 2.8 | 1 |

2 | 3.3 | 2 |

3 | 4.5 ! 3 l

5 | 6.2 ! 4 l

3 l 6.5 I 5 |

9 | 7.8 | 6 |

10 | B.5 ! 7 !

4 LIS Y 8.7 ; 8 i

7 | 9.2 | 9 |

15 | 9.8 ! 10 l

] | 10,7 ! 1 l

11 | 11:d I 12 |

14 | 12.0 ! 13 !

15 | 12.1 | 14 l

12 | 12.5 l 15 !

16 | 12,8 l 16 l

13 | 13.5 l 17 l

From the above table. it can be deduced that more loans was
ranked as the most important seolution to their prohlems overall.
This is not bv mistake because ather qnhnlara have come ur with a
similar finding as discussed in chanter two,

This finding supnorts the view by most businessmen that the
most recurring nroblem hampering their success is the lack of
capital

The other measures in order of imnortance are. low interest
rates, loneg credit neriods, low license fees., improved facilitiesa
for providing technical assistance. trainine and education. provner
husiness records. Lenient securitv reauirements and sa on.

6
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CHAPTER FIVE:
CONCLUSIONS AND RECOMMENDATIONS,
The main obijective of this studv was to identifv the probhlems
faced bv small scale indigenous businesszses as nerceived hv the
owners., . Among other things, this studv was to come un with

problems considered important or sienificant by the owners,

From the research findings npresented in chapter 4 of this

studv. several conclusions mav he drawn, These are discussed in

)]

light of the obiectives of the study.
S ON THE SURVEY OF THE BUSINESSES,

From this section. it can be deduced that a greater

g
u‘l
’—l
=
D
in
in
D

proportion of the 8 vigsited were either individually owned
or family varternshins and majority were trade oriented.

Most of the bhusinessmen interviewed had less than secondary
level education {over 60%) and that over 20% were virtually
illiterate,

Maiority 6f the businessmen interviewed. had assistants (over
80%) and a further classifioaflnn af fhp businesses by number of
emplovees revealed that most of the bhusinesses (over 70%) fall
under survival and micro enterprise subs sectors® according Farman
and Lessik (1989) classification,

A greater pronortion of the bhusinessmen were new starter in

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

L1

for less than v

D
Y]

\rs, This group comprised of vounegsters whom did

not get formal emnlovment and retired old men and women.

D8]
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of more than 5. As observed by Mbuvi (1983) the higger the familvy

the higger will he the expenditure.
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familiar with keeping monev themselves., sometimes under a hed

mattress or some such hidden nlace., than in banks,

5.1.2 CONCLUSIONS OF THE FACTOR ANALYSIS.

Accordineg to the summarvy statis

e
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ered lack of adequate funds to start a
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ge of working canital, high loan interest rates. shar

-+
fod

oan
credit vperiods. big familv size to mention but a few as either
verv important or important as thev affect them. They indicated
suppliers mnot carrving all the assortments required and
disturbance by the Kitui countv council Askaris as unimportant.

The correlation matrix., indicates a strong correlation between
complicated paperwork by lenders and hidh nrivate withdrawals from
the business. while prior business exverience and prover business
records were also highly correlated,

The correlation matrix formed. the basis of the next stage of
analvsis, that is the initial fﬁctor matrisx, Thiz is where the

factors are generated, 1In the initial stage. shortage of working

capital, lack of customers / market and droueht / famine 1oadeé on

|’+
D

factor 1f high loan interest rates and hieh nprivate withdrawals
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from the business loaded on factor 2., unlienient securityv
requirements for loans and comnlicated nanerwork bv lenders loaded

on factori 3. Factor 4 had lack of adeaquate funds to start a

business and poor distribution svstem as significant while factar
5 was concerned with short loan credit periods,

After the final varimax rotatio the factors were generated,
the most important factor was lack of workine capital. The

followineg problems contributed to this prohlem: high loan interest

rates first restricted the owners from borrowine and secondly

L)
be}
=

those who had horrowed. it meant that more was anent for servicing
of their debt. Improver business records meant that some monev

was channeled into other uses rather than for the expansion of th

D

business and lack of customers / market meant that due to lack of
sales the businesses were not generating enough working capital.

The next important factor is strict loaning program. This is
.due to unlienient securitv reaquirements for leans combined with
complicated paverwork bv lenders,

The third- fadtior .is  lack of imitial  capital to start a

.\

hbusiness. T

2

gt

o
o+

X

i

anv business reaquires initial capital, The

ool of-canital

»

roge directlyv due to lack of adeauate funds ta
start a bhusiness and indirectly as a result of drought / famine
which in essence drains all available capital,

The fourth factor is management of

2
l')

edit, this results from

the following preoblems. short loan credit period and excessive

L]
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The final factor is inadeauate business skills due to lack aof

formal education.

=H
2

Th

D

refore the businessmen considered the followine vproblems

{factors ) ag important:

o

. Shortage of working capital
. Strict loaning programme.
JLhack of initial capital.

. Management of credit,

. Inadeauate bhusiness skills.

5.1.3 CONCLUSIONS ON SELECTED SOLUTION MEASURES,

From this section., it can he deduced that more loans was
considered overall as the most important solution to the prohlems
faced., This supports parriszs (1968) finding were he remarked:-

"Ask anv sma

et o
hrincipal pr oblem
lack thereo {

ican businessman what his

and he will invariably sav "moneyv" or
BinndB )

But a word of caution will suffice here as observed hv the
following scholars:

Staley and Morse seem unhanpy about this idea of more loans
and hold the view that "loans must be denied until proper records
are kert" (Kilby, 1962). and Sir W.A Lewis states that in Ghana:
"African enterprises cannot he built up simply by lendine Africans
monev, To lend monev to entrevreneurs who lack managerial capacitvy
is merely to throw it down the drain” (Lewis. 1971.p. 120) and

Hawking (1965) recommends the loans should bhe given to a selected
"few" after instruction on effective use,
As vertains this issue of loans. mv findines don’t seem to

differ from findings of earlier scholars in this area,
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From the conclusions abhove, the following recommendations can

First the Family Planning Association of Kenva has a part to
play in reducing the size of the Kenvan rural families.
Government efforts in family wvplanning throush familv wplanning
field educators and material and Child Health units should he
strengthened to control the high birth rates in the rural areas.

Recommended also., is a national development program aimed at
reducing the effects of drought / famine. for instance. through
Irrigation Schemes, These will reduce drought / famine so that the

t

e

ersif

m
m

nt droueht / famine can he done awav withicgenthat the

seasonal fluctuations in business activity ecan he checked and

v

more stable and permanent business nattern achieved,

The fact that these men interviewed saw a loan as an

important solution measure to their vproblems did not mean thev

necessarv wanted a loan for the sake of it. Further probing
showed that a loan was seen as the only agssistance government
wonld give, it never occurred to the businessmen that businesgs

management was necessarv and could bhe offered by the government.
Therefore an extension service is recommendated wherehv more

business seminars should be offered to the businessmen. such will



ensure that what is learned in the seminar is internalize

(o}
s ]
=
2,
n
D
Q‘

in the real business situation, The extension service needs =a
highlv motivated and discivrlined workforce who are ready to work on
their own without bheing pushed. the extension service nersonnel
will have to rededicate themselves and adapt a more positive
approach to the service of their clients

It is contended in this study that anv viable technique for
solving the wproblems faced hv these businessmen will need a
dedicated and discirlined personnel that will ensure not onlyvy the
actual imnlementation of the extension service but also a econstant

follow un.

5,2 LIMITATIONS OF THE STUDY,

Kikamha, In this process., some of the original meanings condd

have heen distorted. Further, the means of the auestionnair

D

administration, that is. through interviews. meant that

=

h

D

interviewer had to give explanations to some of the aquestions which
ruld complicate this problem,

Due to limited time, only the owners of the businesses were
interviewed, The findings could have heen different if other
personalities sav the District Trade Development Officer were
incaorporated.

Not withstanding the above vproblems. the problems of finance

wags also to he contended with, It was soon realized the monevy

N
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allocated by the sponsor for research was hardly enougsh especially
for food and accommodation.

5.2 SUGGESTIONS FOR FURTHER RESEARCH,.

From the findinegs of this research. i

¥

ig clear that further
research is necessarv. The followineg areas could be examined,
The current study was conducted on businessmen in Kitui town,.

The findings as

9]

oncerns the solutions to the nrohlems thev face
might be uniaque to this particular town. Similar studies should
he conducted in other parts of the countrv hoth in the rural and
urhan areas to find out whether the results are s=imilar.

A similar studv could be carried out on those bhu
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n owner

- managed bhusinessesg,

Finallv. due to limitations encountered in this studv (like

+ime fadtar) b was not possihle to incaorporate other

rersonalities avart from the owners of the busin ses, A similar
studv should be conducted that can incorporated these oather
personalities who have direct interest inh this sector in order to

get their views as pertains the nrohlems thev consider important.
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APPENDIX 1
Letter to the respondent.

I am nostgraduate student in the faculty of commerce of the

University of Nairobi. I am carrving out a studv to find out the

probl

D

ms vou face when carrving out vour dav to dav operations of
vour husiness.

You have heen selected to form vart of the studv. I kindlv
request vou to assist bv filling the attached questionnaire. The

information vou give is vurelv for academic purrose and will he

treated with striect confidence,

E

Your cooperation will bhe highly avppreciated

Thank vou in advance,

Yours faithfullwy.

John M"Kilonzi Ngahu C.W,.

MRA Student, Surervisor,



Tick in the box vnrovided for the most arppronriate resnonse

.

1. What is the main tvpe of business vou are engaged in?

Manufacturing { )
Service ( )
Merchandising { )
2. What is the nature of ownership of vour businegg?
Individually owned { )
Familvy Parternshin { )
Non-Familv Partershin { )
Other {apsellnt - '3c issorsaucs
3., How long have vou heen in this business? --———-- months/vears,

4. What class did vou reach in formal gducation?

No schooling i
848, -1 <8 | ¢
Std., 6 - 8 et
Form 1 = 2 ( )
Form 3 ~ 4 S
Ahove form 4 : A

L]

Do vou have emnlovees or agsistants? Yes ({ I )



1 -2 ¢ 3
3 - 10 ¢ 5
11150 £ 3

-3

« Do wvou have a4 familv? Yes { ) Na- )

0
=
=

yourtanswer to no, 12 is ves., h

bo

w big is vour family?

Wives meeeeeee o

Children ~ = —=-eemem .

Tk Please indicate the importance of the following vprohlems
according to the degree in which thev affect vou in oneratine vour

Buginess.

-~

Veryv Some~ Verv
What
import- Import- ‘import- unim- unim-
ant ant ant nort- mport-
ant ant
1. Lack of adeauate
funds to start a
husiness F 1 [ 1 [ 1 { 1 [ 1
ii, Shortage of war-
king capital ] el f e N f=
iii, Unlinient security
requirements for
loans [ i { 1 [ 1 { i { 1



iv., Hieh loan inter-
rest rates B - T

v . Bhort sledn ‘eredit
periods i f

vi. Complicated pavper
work byv lenders f i l

vii. Management of

loan funds e f
viii. Management of

working capital { 1 f

ixrBig family gize L [

x, Excessive credit
to customers i [

xi. High private with
drawals from the
business E {

xit. Back of "tensted
assistants e f

xitd, Priorw
business exrerience o) [

xiv. Formal
education A i

xv. Formal
hbugsiness training { 1 [

xvi. Provper business
records e I

xvii. Lack of skilled
workers § 4 f

xviii,Unfair comne -
tition form hawkers { 1 f

xix. Competition from

others in the same

business [ 1 {
xx.Hieh transport

costs el f

67



tion svstem e s (REL i 1
xxii.Lack of ecustomers
/ market { ] Eaid f i s e 1

xxiv.Suppliers not
carrving all the

aggsortments reauired [ 1 =15 IS = A o
xxv.Quality products [} ol it I At
xxvi. High rents = forsd oo iy fger el

xxvii . High licehse
fees e { i s EA § =

xxviii.Disturbance hv
the Kitui countwv

council Askaris o] gor] ks J-T4 Poniic
xxix.Too manv business

regstrictions Bk g § 50 N Ll
%xxx.Drought/Famine {2 e e ] e
Others (specify) ———mem oo

RO O T N e e a2, W o . O S G e R il o o s o o ot o i e ot e . 0 G s

12, Rank the following measures to solve the above nproblems

A

1. More loans Sl
2., Low interest rates } 2y
3. Long credit vperiods byl
4. Lenient security requirements Hres
5. Prover management of loans and working canital =

D

6. Low license fees [ 1

(o))
0



-
-

Low rents / other rental pavments f |
8. Trustworthv emplovees { i

9. Improved facilities for vrovidine technical

asgsistance, trainineg and education ‘ { 1
10. Provrner bhusiness records [ 1
11, Minimal credit to customers f{ 1

12. Banning of Hawkers / Street seller

1,
o
—

13. Good roads / Availability of electricity =
14, More credit from sunnliers f o
15, Improved distribution svstem £t
16, Distributors carrvine all assortments E- 5
17. OQuality products : BEt
Others (8Pecify) =eecmm o el

Doy ]
D



bid

1R

APPENDIX

MATRIX

ORRELATION

C

£ N g
R s
' i
] 1
£, O g
P =
1 * i
i i
SO~ R}
A
t Y
i i

Gk Bl & G T R 1 N B B B

3104

i
i Sed
i —
e
] g
i .
i
i 3
1 et
1 -
1
1 ——t
| e
Il -
1 1
| e
[ = 3
i .
1
i o
TR 4
3 «
1 1

- SRR

. R
o = - =

3 <> - =
-y =

- [
3 -
£ e G T
IR R N
foi S
—-_ ¢ 55
O~ 1
W o S
i ' s H ™~
N Co I
- \ ] i 2/
N e e £ o !
el = m——=
& 4 el S
‘ b
-1 ! iy

Vak = &
o O f
[ A
i 1
s
; e — 0
1 bt ¢
t '

10

L1

o —
J o NEL N 3
" . '
' 3
- - b
§ e g -
I S R
i . v f pe
§ 2

1)

13

14

15

16

17

18



BIBLTOGRAPHY

Baur P.T, West African Trade (London Routledge and kegan Paul
Bt a9 72 )

Belandress L.T.., Alternative Credit
Microentern
1987,

Bosa G.R. The financing of Small Scale Enterprises in Uganda

(Nairobhi: Oxford University Press. 1969),

i

f

iZIJ

mall Scale and

Sovy 7
'h papers, Vol., VII

le}
D
in
o]

ir
R

-3
I—I
in
D
in
o
2
F:U
N
in
1‘D
i')

Child F.C., "An Empirical Studv of Small Scale Rural Industrv in
Kenva". Working Paper (WP) No. 127, Institute for
Develorment Studies (IDS), University of Nairohi
CHON ), NOV: 1873.)

——————— Entrepreneurshin, Management., and lahour in Society
i Traneition (W.P. NO. 128, IDS. UON.NOV. 1973.

Cooper C.A.. "Small Companies Can Pioneer New Products" Havard
Business Review., Sent. - Oct., 1966, pp 162 - 173,

Daniel W.W.., & Terell J.C. PRusiness Statistics
Commnanyv. Bosto
David. C, Some Exploratorvy Models for Ass

St
ssing Small Firms
Marketing performance (A Qualitative Approach)

0O

8
Eurorean Journal of Marketine. Vol., 24 No. 11, 1990,

De Wilde D.C., "The Development of African Private Enternrise Vol
11, (Waghingtoen D.C.TI.BR.R.D International
Development. Annex VI. 1971},

Elexander A.P.,. "Industrial Enterprise in Turkev, Origins and
- Growth" in Economic Development and cultural
change, Julv, 1960,

"

Elkan W.,., "Trade Licenses" (Nairohi Sundav Nation 9. Sept 11978,

Garlick P.C,, African Traders in kumasi (Acera:
Universitv College of Ghana. 1959),

Geertz O.: Peddlars and princes: A Studv of Change and Economic
Develorment in Two Indonesian Towns (Chicago: University
of Chicago, 1974,

Geiger T, and Armstrong W.., The Development af African Private

Enternrise (Washineton D.C, National
Planning Association. 1964).

70



Geiger T.." Whv Private Enternrigse T:

T ] More Effective in
Transitional Societies" (Re
N

not
ort from Colombia, Journal
March - April 1970),

of Marltd Trade, Yol .V,

,2

s Fa rlng Ent@rnrénpnrq in Kénv s A
,ociation at KICC, Sent. 1987,

evelopment Plan 1989 - 1993
Government Printer, Nairaobhi),

asional Paper No., 1,

19868, (Government Printer., Nairohi).

GOK\ILO\UNDP, Center Proiject., A Strategv for Small Enterprise.
Develorment in Kenva: Towards the
Year 2000 Part 1, A. Government of
Kenva, Nairobhi., May 1989,

Harper M.H" The Develovpment of a Cost Effective Extension service
for Small Business : A Kenvan Exveriment.
(Unpublished Ph.D Thesis. UON, 1974)

—————— The African Trader {(Nairohi:East African
Publighineg House, 1973},

—————— Small Business in the Third World, John Wilev and
Sons., 1984,

—————— A Prototvre Exveriment to test the Possibhilitvy of
a Cogst Effective Service for Small Scale General
Teader (W.P,.. NO, 138, TD8. DON., 1974).

—————— "An Apnroach to the Probhlem of Staffine a Small
Business Extension"Nairobi. Conference on Small
Scale Industrv. 1973,

"

Harver M, & Soon T.T.. Small Enterprises in Develoring Countries

Cage Studiegs and Conclusions. (1979),

Hawkins H.C.G, Wholesale and Retail Trade in Tansanvika. A
Studv of Distribution in East African (New York,
Praeger. 1965),.

e
|-I
H
in
o
=
|—'i

Marketing in an Undeveloped Economv: The North Indian
Sugar Cane Industry (New York., Prentice Hall., 1961)

Hugh F., The Problems of the African Trader (East Afri can
Institute of social Research. 1955)

Inukia I, Ee ale Enternrises in Uganda .
‘ 2)

o al
ccagional Paver N

T



Kamau G.N.. "The Force Behind a Stronger Economv"”, Dailv Nation.
2 9

Mav

Kariuki N, Africanization of Commerce in Kenva (unvuhlished MBRA
5

Thesis, UON, 1975),
Kilby P." Measures to Promote the Develorment of Indigenous
Industrv" (Lagos, University of Lagos., 19R2),.

Kivngetich K.J,, Management With The Performance Of Computer
o £z

of Selected Vendors. {Unvublished MRA Projeét‘
UON) June 1991,

Lewis A.W "Some Aspects of Economic Development (Quoted from
African Traders and Economic Develorment in Ghana. bv
Garlick B.C)

Low B.. "Bankers briefing ... Small Business "The Ranker, July
1980,

Maalu J.K.. "Factors Influencing Record Keeping In The Small
Scale Enterprises : A Case of the Microenternprises
in the Easlands of Nairobi {(Unpublished M,R.A
Project, Universitv of Nairohi, 1990).

Marris P, "Social Rarriers to African Entrepreneurshin”" (The
Journal of Development Studies. Octoher, 1968},

Marris P. and Sommerset A: African Businessmen (Nairobhi: East
African nublishing House, 1974,

Mbuvi A.K.N. "A Studvy of the Causes of Failure of Small Scale
African Businesses: A Cage Studyv in Machakos
‘District (Unpublished MBRA Proiect. 1983),

McRorv A, Small Industry in a Vorth Imdian Town (Romhav: Asian
Publishing House., 1956)

Mever D, & Hollander E, (ed.), Markets and Marketine in Develoning
‘ Economies (Homewood:American
Marketing Association, 196R),

Mwangi J.N.A. " The Development of Small Scale African Retailer:
in Kenva (Unpublished MBRA Thesgia, UON, 1975),

e Surveyv in Nveri Distriet

s TON. 1992,

Okelo J. and Inukia I. "Rural Ente
(W.P No

Omhoko M.A, "Factors That Determine Entrepreneurial Behavior: A
Cage Study of Small Scale Enterprises in Kisumu
Town", (Unpublished MBA Proiect, UON., 1990),

72



ms facing the Small Businesses and the
of Management Training on Performance: A
Studv of the Nandi District" (Unpublished

M,B.__A_ Project Universitv of Nairobi. 1981},

=1
=
-
Do
9]

7 R I Y
in

Pavrrigs AW The Small Business Administration (New York: Praeger,
1968},
Republic of Kenva, "Economic Progress and Prospects in Kenva'",
Vol. 11. The Annexes. Annex A: Small Seale
African Business {Washington D.C,. 1B Ry
International Association, March., 1972).
————————— "Revort of Workine Partv on Small Rusiness

Development” (Nairobi: Ministry of Commerce &
Industry, 1999,

Wangai J.W, "The Relationship Existing Between The Pra
untant and His Small Business Client"
(@]

o
published M.BR.A Proiect, Universitv of Nairobi,
2

sticing

)

=t =~ J>
g0 0
o i (i



