ENTREPRENEURIAL BEHAVIOUR, SOCIAL AND ECONOMIC
INSTITUTIONS AND PERFORMANCE OF MICRO AND SMALL
LIVESTOCK ENTERPRISES IN NORTH EASTERN REGION,

KENYA

BY

BILLOW KHALID

A THESIS SUBMITTED IN PARTIAL FULFILLMENT OF THE
REQUIREMENTS FOR THE AWARD OF THE DEGREE OF
DOCTOR OF PHILOSOPHY IN BUSINESS ADMINISTRATION,

SCHOOL OF BUSINESS, UNIVERSITY OF NAIROBI

2015



COPYRIGHT
©

All rights reserved. No part of this thesis mayused or reproduced in any form by any
means or stored in a database or retrieval systeimout prior written permission of the
author except in the case of brief quotation emddbdin reviews, articles and research
papers. Making copies of any part of this thesisafoy purpose other than personal use is
a violation of the Kenyan and international coplitiaws. For any information required,
contact Billow Khalid on the following address:

P.O. Box 24963 — 00100 Nairobi

Kenya
Email: billow.khalid@gmail.com




DECLARATION

L Billow Khalid hereby declare that this PhD Thesis is my original work and has not been

submitted to any other university or institution of higher learning for any academic award

such as certificate, diploma or degree.

BILLOW KHALID
REG. NO.80/30562/2009

SUPERVISORS’ APPROVAL

“his Thesis prepared by Billow Khalid was developed with our guidance and has been

submitted for examination with our approval as the appointed University Supervisors.

DR. JAMES GATHUNGU, RHD; CPS (K)
Department of Business Administration
school of Business

University of Nairobi

PROF. DOROTHY McCORMICK, PhD
Institute for Development Studies

University of Ngirobi

DR. JACKSON MAALU, PhD

Department of Business Administration
School of Business

University of Nairobi



DEDICATION

First | dedicate this work to my late mother, Ms BimEImi for her deep love, care and
hard work. | also dedicate this work to my eldestber Daud Ahmed who first
encouraged me to go to school.

Further, this thesis is dedicated to Halima Shéian, the mother of Yaqub and Yahya.
This work is also dedicated to my children, AbdijyMni, Yaqub, Yahya, Farhia, Hamti
and Bashir for their wonderful love and encouragenderring the challenging times of
field research and compiling this work. I thank yadufor your understanding and greatly

valuing education.



ACKNOWLEDGEMENT
First | wish to express my greatest thanks to Gbdighty for His grace, the blessing of
good health, energy and commitment that made thési§ an achievement indeed.
Special gratitude goes to my lead supervisor, Bmek Gathungu for his commitment
and professional guidance in making this thesiscakwof academic quality and of
appropriate scope. | am also grateful to my otler supervisors, Professor Dorothy
McCormick and Dr. Jackson Maalu who took their ahlie time to encourage me to
move on with this Thesis regardless of the challengncountered in the process of
completion. | cannot thank them enough.
I will also like to thankProf. Josiah Aduda, Dean School of Business, Heafac
Mbeche, Prof. Evans Aosa, Prof. Peter K’obonyo f.Ptastus Munyoki, Prof. Martin
Ogutu and the entire faculty staff of the Universf Nairobi School of Business; all of
them who have been exceptionally resourceful people
| wish to appreciate the good work of William Matand his colleagues who assisted in
data analysis, especially the modeling of the sttahables and their relationships. Jane
Mwangangi and Nancy at the PhD office, their warkthe accomplishment of this work
and coordination had been invaluable. | thank th#m
| wish to appreciate all my colleagues and the etagat at the Intergovernmental
Relations Technical Committee (IGRTC) headed byGhairman Prof Karega Mutahi
for their enthusiastic celebratory encouragement.
Further, | wish to acknowledge all the 191 micral amall enterprises owners who
participated in this study and who spared theicipres time to make this study a success.

Special thanks go to the seven MSEs owners wheedgdee participate in the detailed



case studies and made their financial records ableil My appreciation also goes to
research assistants who did wonderful job in Gariggajir and Mandera Counties.

| wish to appreciate my dear family, Halima She#dtan, and our sons and daughters;
Abdifatah, Milyun, Yaqub, Yahya, Bashir, Farhia,ritaand Fahmi. Thank you for your
love, perseverance and motivation. | wish to thalisk Rachel Maina for her professional
and invaluable work in typing this thesis in thestnoompetent and dedicated manner.
Rachel thank you.

Billow Khalid

2015

Vi



TABLE OF CONTENTS

(010 = 4 = 4 [ €1 - b PSPPSR i
DECLARATION. ..ottt ettt e e sttt e e e e et e e e e e annte e e e e s sanaeansseeneenanees iii
D711 [ 2 1 (] ST iv
ACKNOWLEDGEMENT ...ttt er ettt ettt snbe e snneeeens %
LIST OF FIGURES ...ttt ettt s Xiii
LIST OF TABLES ......oooii ittt ettt e et e et e e et eeenee e e e ennees Xiv
ABBREVIATIONS AND ACRONYMS. ... ..ottt XVi
ABBREVIATIONS AND ACRONYMS.....oiiiiiiiiiiiie st sieae e e snnnen e XVi
ABSTRACT oottt ettt ettt e e e e et e e e e e st e e e e bt e e e e e entte e e nannne e e e anrreaeenans Xviii
CHAPTER ONE: INTRODUCTION ...coiiiiiiiiiiieiiiiiiee e s 1
1.1 Background Of the STUY ...........cuuiiiicemeemeeiiriiiiiiiieieiiieieraererrnreneeee e eeeeeeee 1
1.1.1. Concept of Entrepreneurship .........occecceeiiiii e 9
1.1.2 Concept of Entrepreneurial Behaviour ............cccoooi, 17
1.1.3 Concept of Social INSHtULIONS..........ccovviiiiiiiiiiiieeeeeeeeeee e 25
1.1.4 Concept of ECONOMIC INSHLULIONS.......cumeieiiiiiiiiiiiiiiiiieeeieeeeeeeeeeeeeeee 33.
1.1.5 Firm PerfOrManCe ........cooeiiiiiiiiiiieeaeeeeeeeeeeieieeeeeeeeteeaee et eeseeseeeneee s 38

1.1.7 Micro and Small Livestock Enterprises in Hmth Eastern Kenya

ECONOMY ..ot et e e e e annaa s 48
1.2 The RESEArch ProbIEm ............ooiiii ettt e e 56
1.3 ReSearch ODJECHIVES ..o e 62
1.4 Value Of the STUAY .....ooeiiiieee e 62
1.5 Definition Of TEIMIS....coiiiiiiiiiiie e 68
1.7 Structure Of the TNESIS ........eiiiiii i s et e e 71

vii



CHAPTER TWO: LITERATURE REVIEW  ...oooiiiiiiiiieeee e 73
P2 R [ 11 oo [ 8T i [o] o IR PP PP PP OPPPPPP 73
2.2 Theoretical Foundation of the Study..... i 73

2.2.1 Entrepreneurial Bricolage and Effectuatioediies of

ENtrepreneurship ... 7.7
2.2.2. INSHULIONA] TREOIY ... .t mneme e 84
2.2.3 Resource Based ThEOIY ......ccccoiiiiieemmemee i 87
2.3 Entrepreneurial Behaviour and Firm Performance..........ccccccvvvvvvevviieeeernennnnn 91
2.4 Entrepreneur Behaviour, Social Institutions Bimth Performance.............c.ooeee... 96
2.5 Entrepreneurial Behaviour, Economic Institusiamd Firm Performance............... 103

2.6 Entrepreneurial Behaviour, Social and Econdnsttutions and Firm

PerfOrMEaNCE ..o e 111
2.7 Summary of Knowledge GapsS .......coooiiiiieeeieeeeeeeeeeeeeee e 115
2.8 Conceptual FrameWOrK ........cccoiiooii e 120
2.9 ReSearch HYPOINESES .......cvviiiiiiiiiiiiieiiai s nennnes 124
2.10 Chapter TWO SUMIMAIY ........uuuueurereesameeeeseeeeeeeeeeeeseeseeseeseeseerresrerrerrrereeeeeeen 127
CHAPTER THREE: RESEARCH METHODOLOGY ....ooiiiiiiiiiieeeiiieiii e 130
3. L INEOTUCTION ...ttt e e e e e eeeeeas 130
3.2 Research Philosophy of the Study ....... e, 130
3.3 RESEAICN DESION. ... o 132
3.4 Population of the Study and Census Survey DeSIg............uuuvrrrerimmrmnemnnnnnnnnns 135
3.5 Data COlIECLION ......eviieiiiiiiie et ettt e e e e 137
3.5.1 CASE SUTIES .....uviiiiiiiiee e 138
3.6.1 Reliability TeSt.....ccoeiiieeeeeee e 141
3.6.2 Validity TeST. e 144



3.7 Test of StatistiCal ASSUMPLIONS...... .. eammmmrnnnnniniiesraas s s s e ssssnenenenes 149

3.7.1 TeSt Of NOrMAIILY ... ..uuuuiiiiiiieerii ettt rrneene e 150
3.7.2 Test for MUltiCOINEANTLY ...........uuiiieeemeii e 150
3.7.3 LINEAILY TESHING ..ceeeiiiieieiiiiiieiiimeeeee e e e eeeeenane 151
3.7.4 HeteroscedastiCity TeSE.......ccooii i ieeeeeei e e 152
3.8 Operationalization of the study variableS ..., 154
3.10 DAtA ANAIYSIS ...ceeeiiiiiiiiiiiiiieie et eeeeee e e e e e e e e e e e e e e e e a e e e e 163
3.10.1 DeSCriptive STAtISTICS ......cceiiiiiiiiieieii ettt eeeeee s 164
3.10.2 Inferential StatiSHICS ...........eeeiicmmmmm e 166
3.10.3 Case Studies Data ANAlYSIS ..........cecemeeieeiieieiieeieieeeeeeeeeeee e 170
3.10.4 Hypotheses of the Study ..........coeeeeeieeeiiiiiii e, 171
3.10.5 Linking survey data analysis with case ssidior results ....................... 174
3.11 Chapter TNre@ SUMMAIY ........covviiiiiimeeceemeeeeeeeeeeeeeeeeeeeeeeeessesreseesrerrrrrereeseeeeees 175
CHAPTER FOUR: DATA ANALYSIS AND FINDINGS .....coociiieiiiiiiieeeiiieeee e 176
v [ o (0T U Tt 1 o] o FO PP PP PPP PP PPP 176
4.2 DESCIPLVE STALISTICS...eeviiiiiiiiiiiiieae et s 177
4.2.1 The Characteristics of the Micro and SmatkErises ........................ 177
4.2.2 Age, Legal Form and Distribution of the MSES.........ccccooiiiiiiiiiin. 178
4.2.3 Number of Employees and Actual Start-Up @OSISES...........ccccvneeees 181
4.2.4 Characteristics of the ENtrepren@uIs ..ooecceeeeiiiiiiiiiiiie e, 83l
4.2.5 Characteristics of the FIrms ... 186
4.2.6 Performances of the Micro, Small EnterpriSes.............eueeveieeeviiveennnnnns 191
o A - Toi (o] g AN g F= 1|V PRSP 194
4.2.9 SOCIal INSHIULIONS.......ciiiiiiitee ettt smneeee e 201



4.2.10 ECONOMIC INSHEULIONS ...t 204
4.3 Testing of the four hypotheses using inferé&iatistics: H, H,, Hs, and H......... 208
4.3.1 Entrepreneurial behaviour and performanddQEs.................coeeeeeennn. 210

4.3.2 Entrepreneurial behaviour, social institusiamd performance of
MSES in the [IlVeStOCK SECLON. .........euiiiiiieeeeeieiee e, 214

4.3.3 Entrepreneurial Behaviour, Economic Instita$i and Performance
OF IMISES. .ottt et 217

4.3.4 Combined Influence (Effects) of EntreprenauBiehaviour, Social

and Economic Institution on the Performance of MSEs................. 220
4.4 TWO-WaY ANOVA ... rmmm e e et e e e et eeeneneae s 222
4.5 Chapter FOUN SUMMAIY .....coiiiiiieiie ettt 224
CHAPTER FIVE: DISCUSSION OF RESULTS ... 225
I A [ [ oo [0 Tox i o] o TR PP PSPPI 225
5.2 RESUIS Of the STUAY ....vuviiiiiiiiiiiis e eeeeeeteeteeveeaeeveseeeeeessesessessaenreneeseeeeeeeeeeees 225
5.2.1 Entrepreneurial behaviour and MSEs performanc..............ccccvvvininnns 226

5.2.2 Entrepreneurial behaviour, social institusiamd performance of

5.2.4 Combined Effects of Entrepreneurial Behayvi®@arcial and

Economic Institutions on the Performance of therblind Small

Enterprises in the LivestoCk SECtOr.........coceeeeevvviiiiiiiiiiiiiiiiiiiiiiienenes 234
5.3 Challenges facing MSEs in the Livestock Sectar..........cccccceeevviieiiiiiiiicnee e, 236
5.4 Chapter FIVe SUMMAIY .......oooiiiii e 237
CHAPTER SIX: PERFORMANCE PATTERNS OF CASE STUDY FIRMS ....... 239
6.1 INrOAUCTION ...t 239



6.2 Firm PerformanCe PaEINS ......co.uoie ettt ettt et e e et aeremeeenneens 240

6.3 Analyses of Individual Study CaSES ......cceceeeiiiiiiiiiiiiiiiiiieeeeeeeeee e 242
Case 1 Towfig Livestock Traders — GarisSSa COUNtY cu..vvvvevrrreerreiieieininnennns 243
Case 2 Barak Bulla Riig Women Livestock Tradersari§da County .............. 251
Case 3 Garissa Northern Livestock Trading GroupT@L ........cccovvvvvviverenenn. 258
Case 4 Wajir Orahay Livestock Traders (WOLT) ceeeeevvvvvvvrreeimrmieinenininenennnes 264
Case 5 Sunrise Livestock Traders — Wajir ... 268
Case 6 River Dawa Women Livestock Traders — Man@eranty .................... 271
Case 7 Fino Hills Livestock Dealers — Mandera CounL..........ccooeeeeeieeenennnn. 273

6.4 CasSe StUAY ANAIYSIS ...uuuuiuriiiirrnnensmmmmmmn s e ssseassasaasaasaasaaaasaaaaaaseessaseesssnsnssnnnnnes 275

6.5 Chapter SiX SUMMAIY ........coooiiii ettt ee e e e ea e e e e aaeaeas 283

CHAPTER SEVEN: SUMMARY, CONCLUSION AND

RECOMMENDATIONS .. 284
7.1 INTOTUCTION ...ttt e e e e 284
7.2 Summary of the FINAINGS.......oooooi e 284
7.3 Conclusion Of the STUAY .........ooooi i 289
7.4 Recommendation of the Study............ooeieeieiiiii s 291
7.5 Limitation Of the STUAY ......ueweiiiiiiiiie e 293
7.6 Implications of the StUAY ............oo e 295
7.6.1 Theoretical IMPlICAtIONS ............. ettt e eeeeeeneees 295
7.6.2 Policy IMPlICAtiONS ........cooviiiiiiiiiiiiieeeeeeeee e 297
7.6.3 Practical Managerial Implications ...........c.uuvvviiiiiiiiiiiiiiiiiiiiiiiieenininnn. Q@
7.7 Suggestions for Further ReSearch..........c.cooviiiiiiiiii i e e 300

Xi



REFERENCES...... .. 301

APPENDICES. ... 317
APPENDIX I: RESEARCH QUESTIONNAIRE .......ootimiei 317
APPENDIX Il A: TOTAL VARIANCE EXPLAINED.......ccooviiiiiiiie, 327

APPENDIX Il B (SECOND ORDER EXTRACTION) TOTAL

VARIANCE EXPLAINED .....ouiiimmme e 333
APPENDIX II: FIELD REPORT ..ottt 334
APPENDIX IV: LIVESTOCK MARKET NETWORK: ......coiviiiiiiiiiiieecs 343
APPENDIX VI LIST OF MSES......ooiiiiiiiiiiiiit et 344
APPENDIX Vi(a): UNIVERSITY OF NAIROBI LETTER ....ccccvviiiiiiiieene 351
APPENDIX VI(b): LETTER OF INTRODUCTION.......ccomtiiiiiiiiiiiiieeeeees 352

APPENDIX VII: FRAMEWORK FOR ENCOURAGING
ENTREPRENEURSHIP IN THE KENYAN COUNTIES...............353

APPENDIX VIII: LIVESTOCK POPULATION DISTRIBUTION BY

REGIONS IN KENYA ... 354
APPENDIX IX: MARKET DAY IN GARISSA.......ciiiiiiii, 355
APPENDIX X: MARKET DAY AT GARISSA LOADING CATTLE ............ 356
APPENDIX XI: ETHIOPIAN LIVESTOCK BUYERS.......ooceiiiiiiiiieis 357
APPENDIX XII : SOMALILAND LIVESTOCK EXPORTERS .................... 358

Xii



LIST OF FIGURES

Figure 2.1 Conceptual Model ... 123
Figure 3.1Linearity Testing Model ......... ..o, 152
Figure 3.2 Heteroscedasticity Test Scatter PIOt.............cocooviiii i 153
Figure 6.1 Cases: Interactive linkages of study variables..............cccccoiiiiiiiinnnnne. 281

Xiii



LIST OF TABLES

Table 2.1: Summary of Knowledge Gaps in Previous Studies..................eevveveennee 117
Table 3.1: A Summary of Cronbach’s Alpha Test Results..................evviiiiiiiiiinnnes 143
Table 3.2: Test Of NOrmMality.......ccoooiiiiiiiiii e eeeee e 150
Table 3.3: Summary of Operationalization of Variables.............ccccccciii, 156
Table 3.4: Summary of Data ANalySIS ... 72
Table 4.1: Ages Of MSES IN Cat@QOriES ... ..uuuuuuuenee e e eeeeeeeeeeeseeeeeseeeeeseeeeeeeeeees 178
Table 4. 2: Legal Form, County and Livestock Subsector MBEsdribution ............ 180
Table 4. 3: Size of Employees and Start-up Capitals.... . eeeeeeeeeeeeeeeriiniiinennn... 182
Table 4. 4: Characteristics of the ENtrepren@urs.... e eveeereiiieiieiieiiieieiiieieeeeeee, 185
Table 4.5: Firm Level MSES CharacteriStiCs ...........ovoeeeeereiiiiiiiiiiieeeeeee e 189
Table 4.6: Descriptive Statistical Summary for Performant®ISEs ..................... 192
Table 4.7: Fourteen Factors EXtracted ... 196
Table 4.8: Entrepreneurial Behaviour Summary of DescriptivatiStics .................. 197
Table 4.9: Descriptive Statistics for the Dimensions of Sodmetitutions................. 201
Table 4.10: Descriptive Statistics of Economic INStitUtiONS.aen..cccvvvvviieieeeeieeiiiiiennn. 205

Table 4.11: Correlation Coefficient for Entrepreneurial Behawviand Performance

(0 1Y S SRR 211

Table 4.12: Regression Prediction Model Summary for MSEs Paréorce and........ 213

Table 4.13: Correlation between Social Institutions and MSEddPmance.............. 215

Table 4.14: Regression Prediction Model Summary for MSEsd?erénce and Social...................
Table 4.15: Correlation between Economic Institution and M$terformance.......... 218

Table 4.16: Regression Prediction Model Summary for MSE$dPmance and

Xiv



ECONOMIC INSTIULIONS . ceeeee e e e ettt ettt e e e e ne e e aeaeaeenes 219

Table 4.17: Testing Moderation Interaction EffectS.....cccceeviiiiiiiiiiie, 221
Table 4.18: Two Way ANOVA Interaction ANalySiS..........cceeeeveereereereeremmnerenenenennne 223
Table 5.1: Summarised Distribution of Challenges facing MSESs...........c.ccccevue..... 237
Table 6.1: Financial Performance Towfiq Livestock Trade@9-2013.................... 251

Table 6.2: Baraka Bulla Riig Women Livestock Traders Fivears Performance.....257
Table 6.3: The Balance Sheet of Garissa Northern LivestockimgpGroup.............. 261
Table 6. 4: WOLT Balance Sheet as at *3becember, 2014.............ccevevereeveverr 268

Table 6. 5: Sunrise Livestock Traders Balance Sheet as*abatember, 2014 ........ 271

Table 6. 6: Balance sheet of River Dawa Women Livestock &rad.td.................... 273
Table 6. 7: Balance sheet of Fino Hills Livestock DealerS. .. ....ccoveeveieiieiiiiieanannns 275
Table 6. 8: Entrepreneurs CharacteriStiCS ...........mmmmeeeeeriiiinieeeeeeeeiiiiiieeeeeenennns pAY

Table 6. 9: Distribution of the seven micro and small studiech$ by employees

AN NET WOITN. ...t et eee ettt ettt ettt e et e aeetssaee bt e bee s e meeneeeeeeaeaeeeeeeeeeeees 277
Table 6. 10 Cases Analyzed SUMMATY.........coooi oo 282
Table 7. 1: Summary of Study Objectives, Hypothesis and iRggl......................... 289

XV



ASAL

BSMDP

CDF

COMESA

EAC

EU

FAO

GCLMC

GDP

GoK

IGAD

ILO

ILRI

KCA

KLMC

KMC

KNBS

SMEs

MSMEs

MSEs

NPEP

PPLPI

ABBREVIATIONS AND ACRONYMS

Arid and Semi-Arid Lands

British Services Market Development Programme

Constituency Development Fund

Common Market for East and Southern Africa
East Africa Community

European Union

Food Agricultural Organization of the UN
Garissa County Livestock Marketing Council
Gross Domestic Product

Government of Kenya

Inter-Governmental Authority on Development
International Labour Organisation
International Livestock Research Institute
Kenya Camel Association

Kenya Livestock Marketing Council

Kenya Meat Commission

Kenya National Bureau of Statistics

Small and Medium Enterprises

Micro, Small and Medium Enterprises

Micro and Small Enterprises

National Poverty Eradication Plan

Pro — poor Livestock Policy Initiative

XVi



MSEs Micro and Small Enterprises
UNEP United Nations Environmental Program
PESTLIED Political, Economic, Social, Technological, Ledaternational,

Environmental and Demographics

Xvii



ABSTRACT

The motivation for this study arose from the fdwtt whereas 73% of Kenya is arid and semi-
arid lands, suitable only for livestock rearing wdehe livestock sector contributes 12% to the
national GDP and whereas, according to Kenya \fedeyiVaccines Production Institute, about
10 million Kenyans derive their livelihood from éstock, no academic study was done in the
past to help understand the performance of thesfirmthe livestock sector. The study has
responded to the question: Are the MSEs in thestoak sector thriving or merely surviving? The
main objective of this study was to examine thea# of entrepreneurial behavior, social and
economic institutions on the performance of miand amall enterprises in the livestock sector in
North Eastern Kenya. The study was based on tkevietvs of the owners of 191 MSEs out of a
population of 305 firms, resulting in a response 1@ 63 percent. The study was set within the
context of rural environment with highly constrainaccess to financial, human resources and
social capital and comparatively with weak socioremmic institutional framework. The study is
based on several empirical studies, literatureeseyiconceptual framework and is presented in
eight chapters. The theoretical anchorages ofttiay sare bricolage, effectuation, resource based
view (RBV) and institutional theories. As the lature review chapter three demonstrate, these
theories are most popular research lenses and aygmepriate for this study. Bricolage and
effectuation theories of entrepreneurship, unlikesation, help to provide acceptable explanation
for how entrepreneurs successfully overcome thélestges of resources constraints in a highly
capital scarce settings. The role of institutionsl @asources in firm performance also help to
provide a well-grounded explanation as to why sdiimas perform better than others or some
enterprises fail altogether. Methodologically, ttesearch design of the study was a cross-
sectional survey method combined with case studiBe. method of data collection was pre-
tested, assisted, self-completion questionnairehodegt using Likert scale and qualitative
perception measures of performance to determine déyendent variable which was the
performance of the MSEs. Descriptive statisticg;tdia analysis, multiple regressions and
ANOVA were used to perform data analyses. The riaitings of this study were that a number
of aspects of entrepreneurial behaviour dimensdrectly, positively affected performance of
the MSEs. Some have negative effects and yet othave weak relationship with firm
performance. The specific findings from the study: @ne; business interests, achievement need
or motivation contributed significantly to perforrze of MSEs. Two; business growth
motivation is explained by previous growth, assete,s motivation, attitudes, opportunity
recognition and institutional business climate. dger, the study finds that overall
entrepreneurial behaviour has moderate positiveceffon performance. Similarly, social and
economic institutions have on the average strorgitipe effects on the relationship between
entrepreneurial behaviour and performance of theE8AF-urther, the study found that the
combined effects of entrepreneurial behaviour,aamhd economic institutions are greater than
their individual effects, R78.9%. The study experienced limitations regardthg wide
geographical scope of the region, security cha#lenduring the data collection stage and
obtaining the cooperation of the owners of the MS3#®wvever, these constraints were managed.
The study suggest further research on micro, samallmedium size enterprises in the livestock
sector in North Eastern Kenya based on individoabties of institutions, culture, geography and
bricolage and not integrated as this study has.dd®meh research will help shed more light on the
performance of MSEs in the livestock sector usieg entrepreneurship research lens. The study
has theoretical, managerial and policy implicationthe concerned livestock sector in Kenya.
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CHAPTER ONE

INTRODUCTION

This chapter presents the introduction and purpddbe study. It specifically presents
the background of the study, the research problesearch objectives, value of the study
as well as the scope of the thesis. The backgraiiritie study covers the research
variables; entrepreneurial behaviour, social andnemic institutions and firm

performance. The chapter ends with summary andtsteiof the thesis.

1.1  Background of the Study

The study of entrepreneurship and small business fiboth as a social phenomenon and
as a scholarly domain, has grown exponentiallynduthe past three decades since the
world has continued experiencing “the entreprerauevolution” (Kuratko & Hodgetts,
2007:19). Thus Entrepreneurial behaviour has fedtufor a long time in
entrepreneurship as a core research area (KizB@B).1The purpose of this thesis was
therefore to examine and evaluate a model of emneprial firm performance and to
test four hypotheses. That entrepreneurial behawfacts firm performance, that social
and economic institutional variables moderate #lationship between entrepreneurial
behaviour and performance. Finally that the combiredfects of entrepreneurial
behaviour, social and economic institutional vdeabn firm performance were greater

than their individual influences.



According to Lundstrom and Stevenson (2006), engrggurship and small business
sector in any region or country have been recoghias important elements contributing
to national and regional economic growth. Resedirutings continue to confirm that

entrepreneurship is important to economies in stwveays.

One of the earliest compelling arguments for thepdrtance of micro and small
businesses to the economy was its role in job iomatirst uncovered by David Birch
(1979). What Birch’'s research demonstrated was ithagt of the jobs in the United
States for instance “were not only being generbiesimall firms, but by new and rapidly
— growing young firms” Lundstrom & Stevenson, 20@): Studies in other developed
and developing countries confirmed the job creatimgtributions of new and small firms
and how context matters in firm performance (DesldrFreel, 2012). It has been argued
that there is need to distinguish between “entregueship as a scholarly domain” and

“entrepreneurship as a social phenomenon” (Stok@gél&on, 2006).

As a societal phenomenon concerned with successittomes of entrepreneurs’
economic activities that affect the market in aifpas way, entrepreneurship and small
business research have used a number of theoratidadonceptual perspectives in order
to better understand, explain and predict the salcghenomenon under study as is the
primary goal of entrepreneurship to create valudrfdividuals, and for society (Kizner,
1973). Some studies applied entrepreneurial bebawoeories, personality theories,
while others used entrepreneurial orientation, itutsdbnal theories, sociological and

evolutionary theoretical perspectives (Aldrich, 30&irby, 2003; Delmar, 1996; North,



1990). All these theoretical perspectives areedifit approaches to understanding,
explaining and predicting the behaviours and peréorce of entrepreneurs.
Entrepreneurial behaviour and orientation are edlaand are based on the observed
actions of entrepreneurs that demonstrate in pedhie concept of need achievement,
motivation, risk taking, tolerance of failure / aignlity, locus of control and self-efficacy
(Rwigema, 2011). Personality approach identifiedain personality characteristics or

“traits” in individuals that appear to be possedsgaduccessful entrepreneurs.

The key characteristics cited by the literatudude calculated risk taking, high internal
locus of control, creativity, innovativeness, néadautonomy, tolerance for failure, high
energy, being ambitious, vision and the desiredttoand achieve what no one thought
possible with what no one also thought possibleims of resources” (Deakins & Freel,
2012:15). In psychological terms it's believed thatdividuals activate their
entrepreneurial potential when and if they havecigigeability and possess technical
knowledge. Besides individual traits (Rwigema, 20Xrgues that environmental
possibilities such as opportunities, inclinatidme tvill to produce wealth, motivation and
social support have to be present to actualizendividual’s entrepreneurial potential.
Various studies reported that whereas entrepresieaghaviour has a positive influence
on firm business performance, such effects is nmoveusal (Fisher, 2012, Covin &

Slevin, 1991).



A consensus has emerged that there are other ddmtsides entrepreneurial behaviour
that influence firm performance such as accesesources and facilities in the local
institutional environment. Understanding, therefdhe role of institutions in enabling or
constraining entrepreneurial behavior, firm perfanme and entrepreneurship as a system
is critical for entrepreneurial recognition, inti@n, sustainability, growth and policy
formulation for improving performance of MSEs ircauntry or region. The concern of
institutional theory is with how various groups aodjanisations “better secure their
positions and legitimacy by conforming to the rukesd norms of the institutional
environment” (Bruton, et al, 2010). The term “ihgtion” is a description of both the
formal and informal rule sets. Institutions cangoeuped into social and economic. The
social and economic institutional environment ofiran is a major determinant of its

performance in addition to owners’ entreprenel&aviors.

Social and economic institutions that influence ¢heation, operations and performance
of business have been categorized into twelve grdirCormick & Kimuyu, 2007,
p.12). The key social institutions are trust aathted institutions, family, community,
ethnicity and gender. The economic institutions fres, goods markets, business
associations, governments and their agencies, talxcantracts. The theoretical mixed
outcomes of the findings of the past studies in litegature notwithstanding, MSEs /
SMEs studies in Kenya have demonstrated the vdltieese enterprises in the national
and regional economies (Maalu, 2010; Orero, 2008gK2003). Kenya, like majority of
the developing countries, faces the challenges igh hncidence of poverty and

unemployment among the young, energetic, employadgbelation.
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Most employment is sought in urban areas, defirsecities and municipalities with high
population. This has put immense pressure on thaladle resources in largely
agricultural and livestock economy. This is whas lsame to ignite what is described as
the modern growth of the informal sector, micro amdall enterprises, hence giving
MSEs an important position in policy formulationeath and employment creation
(GoK Economic Survey, 2014). Over the past twoades or so since 1994 there has
been a marked increase in the number of small @obrbusinesses in the economy of
Kenya (GoKEconomic Survey2009,Economis Survey013). The figures vary slightly
according to source and time scales used but fr894 10 2013, the number of MSEs
grew to about 2.2million employing about 8milliorokkers (GoK Economic Surveys,
2013). The vast majority of registered businessesmicro and small, 98 per cent with
fewer than 10 employees per firm. In the rural sreach as in Garissa, Wajir and
Mandera counties almost all the businesses rumoiget locations are micro enterprises as

defined by the MSE Act, 2012.

In North Eastern Kenya; Wajir, Garissa and Mandeaanties, livestock trade is the
major economic activity of the region. Livestockde begins in remote villages among
the pastoralists where “bush traders” procure alsifimm pastoralist households in
location and sub-location markets. These animads fg@ough many stages, some ending
in terminal markets in Nairobi, Mombasa or in expoarkets. To the economy of North
Eastern Kenya, it is estimated that livestock dbaotes about 70% (GoK Garissa
Livestock Marketing Council, 2010). The livestockading MSEs, however face a

number of challenges; resources constraints bamdjrist. Other challenges include: lack



of organised livestock market and market informationadequate market outlets,
characterized by cartel-like behaviour and poor ketaresponse during crises and

relatively low livestock producer prices are al$loew constraints.

More challenges include: high marketing transactiosts; under-developed stock routes
and infrastructure; prevalence of livestock disess® pests. Some regulatory constraints
include prohibition of night movement when truckitige livestock; unreasonably high
market charges by county authorities when compamgt the services received,
“inadequate operating capital for livestock tragl@rsecurity; supply problems, including
drought and high levels of inbreeding and lack alfable livestock statistics” (GoK,
2015). Despite the high social and economic vatighe MSEs in the livestock sector
in North Eastern Kenya, no major academic studybees done in this regard from the
perspectives of entrepreneurship theory, policy aractice. Entrepreneurship is an
economic process and is best understood from gtesgdrbehavioural — institutional
eclectic theoretical framework model and businesgopmance perspectives (Fisher,

2012).

In this thesis, entrepreneurship is studied frormegmeneurial behaviour — institutional
perspective. More specifically, the study argueat tan economic process such as
entrepreneurial behaviour is best understood framiretitutional framework. The
assumption is that the motivation, commitment, eigmee, knowledge and behaviours of
the entrepreneur is the core of the entrepreneprtadess. However, firm performance is

also dependent on the social, economic and evewgeabgraphical context in which it



operates. It is on the basis of this logic thaisitargued that social and economic
institutions can moderate the way entrepreneudlaliour influences performance of
micro and small livestock enterprises in North Eastkenya. The study nevertheless,
demands theoretical foundation on which to expltie variables influencing the
performances of MSEs. Bricolage and effectuation ew®erging theories of
entrepreneurship, entrepreneurial behaviour theomestitutional theories and resource

base view (RBV) are the main theoretical framewadrihe study.

Institutional and sociological theories recognize importance of environmental factors,
especially the influence of culture, relationshopsindividual and resources mobilization.

The concept of evolutionary theory concerning gmwareurship argues that “in
population of firms in which there is a great hetgmeity, there will be no firms
representing the central tendency in the populatios firms will differ from each other,
and this variations will pave the way for evolutidae to selective elimination and those
firms that will survive will be copied by othersAldrich & Mueller, 1981). The thrust of

evolutionary theory is the argument that firms fleh or fail because they are more or

less suited to the particular environment in whlody operate.

The choice of any of these theoretical anchorages study depends on the nature and
context of the studies as well as the preferen¢dbenresearcher. One of the popular
theoretical foundations that has proven useful léarsentrepreneurship research is
entrepreneurial behaviour which is the manifestatod the overt, concrete actions of

individuals or teams to discover, evaluate and @kfusiness opportunities (Covin &



Slevin, 1991). Many of the findings of such stgdi@owever, lack consensus. For
instance, the studies by Covin and Slevin (1991d Belmar (1996) reported that
entrepreneurial behaviour influences firm perforogrand that such performance is

either enabled or constrained by environmental ohycs

On the other hand, the study by Fisher (2012) atglat entrepreneurial behaviour is an
environmental dependent. Social, economic and gaab environment manifest
themselves more in micro and small enterprises thage and medium size firms.
Entrepreneurs display certain similar charactesséind patterns of behaviours or traits.
The problem is that there is no agreement on tlobseacteristics and patterns. These
behaviourial traits can range from 12 to 40, altffoasome are similar or constant (Kirby,
2013). For instance Hornaday (1982) identifies mtiren 40 traits associated with
entrepreneurs, Gibb (1990) identifies 12 and Timsnenal. (1985) identified 19. Some
of the Timmons et al (1985) attributes relevanthig study are: total commitment, low
needs for status and power, integrity and relighiligh energy, vision and capacity to
inspire. Personality theory as applied to entrepueship has been criticized as being
essentialist, reducing complex matter into a sinfgletor, because it suggests that
differences between entrepreneurs and non entreymeare due to personality traits and

not traits and institutional factors.

In the United Kingdom, the highly influential Bottoreport of 1971 which was the
outcome of a Committee of Inquiry on Small Firmsagnized that small enterprises

made eight special contributions to the developroétite economy of a country (Stocks



& Wilson, 2006). The eight important roles idergdi by Bolton which apparently are
relevant to Kenya are: a productive outlet for garising and independent individuals,
the most efficient form of business organizatiorsame industries or markets where the
optimum size of the production unit or sales outtetsmall. Specialist suppliers or
subcontractors to larger companies, contributorsth® variety and availability of
products and services made available to customespeécialized markets, too small for
larger companies to consider worthwhile, compatitio the monopolistic tendencies of
larger companies, innovator of new products, sessiand processes. The breeding
ground for new industries and finally the seed W which tomorrow’s larger
companies will grow providing entry points for esgreneurial talents who will become
the industrial captains of the future. The proposj therefore, that the performance of
micro and small enterprises are function of eneeeurial behaviour and the contextual

social and economic institutions is not limiteckienya alone. It is a global perspective.

1.1.1. Concept of Entrepreneurship

Many scholars have studied and speculated on tgm&rmeanings and functions of the
concepts of entrepreneur, entrepreneurial and @ematture of entrepreneurship. A large
body of research now exists on these topics inrabeu of social science disciplines
including economies, sociology, psychology, ecormoimistory, economic geography,
finance and management, and in political sciencak@?, 2004). These are mainly
concerned with defining and identifying in fairlyemgeral way salient aspects of

entrepreneurship.



The concept of entrepreneurship, which is one efftlur mainstream economic factors
of production: land, labour, capital and entrepteskip, has a long history because the
human social exchange system of free enterprisealesys engendered the spirit of
entrepreneurship (Holt, 2002). As Hisrich et @D(5:6) observed in an example of the
earliest definition of an entrepreneur as a “goseein” is Marco Polo, who attempted to
establish trade routes to the Far East. As a godst, Marco Polo would sign a contract
with a money person — forerunner of today’s ventcapitalist — to sell his goods.
Cantillon (1755) is credited with giving the contep entrepreneurship a central role in
economics, described an entrepreneur as a persorbwys a product at certain price to
resell it at an uncertain price, thereby assuniiegrisk of enterprise. This is the decision
about resource allocation. Any one person who uakles the formation and operation of
an organization for commercial purposes is an prgreeur. The word itself, derived
from French, entreprendre literally means “between takers” or “go betweeor
“undertakers,” meaning those who “undertake” thek rof new enterprises, or going

between in trade (Holt, 2002).

Entrepreneurial is an adjective describing howehiepreneur undertakes what they do.
The fact that scholars use the adjective suggéstisthere is a particular style and
behaviour, to what entrepreneurs do. The entreprshg process in which the
entrepreneur engages is the means through whiclveeture is created as a result of the
enterprise; the entrepreneurial venture (Wickha@®62. While emphasizing the role of
entrepreneurship in the pursuit of human happin&snhler (2008:332), quoting

Douglas Adams, argued, “This planet has had a enopivhich was this: most of the
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people living on it were unhappy for pretty much tbé time. Many solutions were
suggested for the problem” (unhappiness) but “robgthese were largely concerned with
movements of small green pieces of paper” (meaairaglation of cash in the US$ by
SMESs). Hisrich et al. (2002:8) suggests other parpdefinitions of entrepreneurship and
they include: entrepreneurship is the dynamic peaé creating incremental wealth. The
wealth is created by individuals who assume theomi@gks in terms of equity, time or
career commitment or provide value for some producservice. Entrepreneur is one
who brings resources, labour, materials, and athgets into combination that make their
value greater than before, and also one who int®dinanges, innovation, and a new
order. Entrepreneur is a person driven by certainels — the need for achievement, to
accomplish or perhaps to escape the authoritytarset In almost all of the definitions of
entrepreneurship, there is agreement that schatarsalking about a kind of behaviour
that includes: one, initiative taking, the organgiand reorganizing of social and
economic institutions to turn resources and situsti to practical account and the

acceptance of risk or failure.

Thus entrepreneurship is first and foremost a n@hd¥o seize an entrepreneurial
opportunity, one needs to have at least a tasten@@pendence and self-realization and
also be prepared to handle the uncertainty thahisrent in entrepreneurship process. In
order to include and take into all types of entegyeurial behaviour, the following two

definitions of entrepreneurship of Holt (2002:8danundstrom and Stevenson (2006)
will be the foundation of this thesis. AccordingHolt, entrepreneurship is the process of

creating something new with value by devoting tbeassary time and effort, assuming
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the accompanying financial, psychic, and soci&siisind receiving the resulting rewards
of monetary and personal satisfaction and indepeeleOn the other hand, Lundstrom
and Stevenson (2006) defined entrepreneurship a&c@momic system that consists of
entrepreneurs, legal and institutional arrangemants governments. Governments are
important because they have the ability to adjistdconomic institutions that work to
protect the individual entrepreneurs and stimutatsr motives to achieve social and
economic success. Definitional variations asidéhepast four decades since 1978 when
the strong global ideological wave of neo-libemalixovered the world’s economic
imagination, research on entrepreneurship and simatginess development gained
exceptional momentum. The evidences include thereased numbers of
entrepreneurship, businesses, finance and managemearses in universities in every

country the world over (Kuratko & Hodgets, 2007).

According to Gibb (1996), there are essentiallgéhmain reasons for the contemporary
interest in entrepreneurship. These are: job ioeand economic development, a
strategic adjustment / realignment and dereguladioth privatization of public utilities
and stake owned enterprises. Harvey (2005) arghes the combined market
liberalization approaches of the US, China andaBritn the 80’s and the collapse of the
Soviet Union in 1990 brought about a blend of pe$icto curb the power of labour,
deregulate industry, agriculture and resourcesetitm and liberate the power of finance
both internally and the world stage to fuel intéres entrepreneurship and pursuit for
personal wealth and happiness everywhere. Whatwaisority argument that had been

long in circulation became mainstream, majoritari&eoliberalism is in the “first
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instance a theory of political economic practicattpurposes that human well-being,
dignity and individual freedom can best be advand®d liberating individual
entrepreneurial freedoms and skills within an tostnal framework characterized by

strong private property rights, free markets, aee trade” (Harvey, 2005:2).

The role of governments is simply to create andsgmee an institutional framework
appropriate to such practice. Since the last quate20" century the spectrum of
theoretical perspectives on entrepreneurship hawwedh from the classical and
categorized different perspectives of the discelimto five: Psychological-trait,
Sociological, Evolutionary, Cultural and Economieories (Landstrom, 2005). These
perspectives fit with the two research foundatiaisbehaviourial and institutional
theories. One way of synthesizing these reseadppctives of entrepreneurship is with
the macro and micro views of entrepreneurial tlesofKuratko & Hodgetts, 2007). The
macro view of entrepreneurship theories takes adpmsition and presents an array of

factors that influence the performance, successislores of firms.

These factors include external processes that astlyrembedded in outside institutions,
values and cultures that grouped together form @ak@nd economic institutional
theoretical framework that strongly influences thevelopment of entrepreneurs and
enterprise performance. The perspectives of fiahncapital of entrepreneurship,
dissatisfaction or the displacement; political,tetdl and economic displacement belong
to the macro view. The micro view of entreprenbirgheories takes narrow position,

examining the factors that are specific to entrepueship and are part of the internal

13



locus of control including behavioural perspecti{iésratko & Hodgetts, 2007).

There are two main approaches to defining anythihg: functional approach and the
indicative approach (Casson, 2003). In the contéxentrepreneurship research, the
functional approach says simply that “an entrepueng what an entrepreneur does”. It
specifies a certain function such as buying antingebf livestock and deems anyone
who performs this function to be an entrepreneure Tndicative approach provides
descriptions of entrepreneurs by which they may rbeognized. It describes an
entrepreneur in terms of his legal status, andasaeiations with other parties and
“disposition in terms of personality and observahd¢ions, that is behaviour” (Casson,

2003:19).

It is this definitional appropriateness togethathwthe bricolage and effectuation of
entrepreneurship, describing behaviours undergirelgtiepreneurs actions, logic that
informs the choice of entrepreneurial behaviouretbgr with institutional perspectives
for this study. Studies of entrepreneurship haveengdistinction between classical and
modern theories of entrepreneurship. The clasdivabries are the early views of
entrepreneurship from the perspectives of econsmigtematically classical theories of
entrepreneurship focused on arbitrage and thergeafirisks (Cantillon, 1755; Kirzner,
1973), coordination of factors of production, inaten (Say, 1828; Schumpeter,1954),
leadership and motivation and personality or pshagioal traits (McClelland, 1961).
Whereas arbitrage and bearing of uncertainty sttt importance of the entrepreneur
as an arbitrageur or speculator, who conductsxahhanges and bears risks as a result of

buying at certain prices and selling at uncertaimesp while alert to business
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opportunities. Say (1828) further argued that, rtble of an entrepreneur is to combine
and coordinate factors of production. The entreguenstands at the centre of the
economic system directing and rewarding the varfaasrs of production and taking the
residual as profit. The modern theories of entnegueship are those of Kirzner (1973),
Casson (1991) and other scholars (Stokes & Wilg0id2). Although the influence of

economics in entrepreneurship is profound andiinrtant to have a good grounding,
the basic principles underlying this thesis is thatfirm and the individual entrepreneur

or small business owner are not solely economi@laat social and moral actors.

The classical theories of entrepreneurship haven besavily criticized as being too
narrow, instrumental, historical and hold utilieariview of entrepreneurship which fail to
go beyond the light cast by the ‘streetlight ofséixig’ belief (Down, 2008:54) and be
unable to appreciate alternative ways of seeingepréneurship. Three theories which
are relevant for this study and provide dynamicavetural and institutional views of
entrepreneurship which go beyond the ‘streetlighft’ historical belief are those of

McClelland (1961), Kirzner (1973) and Casson (1991)

Kirzner (1973) emphasized the importance of theepméneur as a middleperson or
arbitrageur, who is alert to profitable opportuestithat are in principle available to all.
Successful entrepreneurs merely notice what otieare overlooked and profit from their
exceptional alertness. The Kirzerian entreprengatart to opportunities for trade. He or
she is able to identify suppliers and customersamdas intermediary (Deakins & Freel,

2012). Kirzner suggests that there is no necegsitgntrepreneurs to own resources and
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that profit arises out of the intermediary functiofhese possibilities for profitable
exchange exist because of imperfect knowledge. eftteepreneur has some additional
knowledge which is not possessed by others, asdpdimits the entrepreneur to take
advantage of profitable opportunities. The inforioratis costless as it arises when

someone notices an opportunity which may have beaitable all the time.

Casson (1991) stressed that entrepreneurs reaguiteolling resources if they are to back
their decisions to start and grow ventures. Susbuees are likely to imply that they
will have personal wealth. Lack of financial capiteould thus be a barrier to successful
entrepreneurship. The views of Casson recognizehibantrepreneur will have different
skills and motivation from others. These skills l@deathe entrepreneur to make

judgments, to coordinate scarce resources.

The entrepreneur makes judgmental decisions thablve the reallocation or
organization of resources. The supply curve ofegméneurs Casson emphasized depends
on access to resources and thus depends on tHeelmwmaomy and environment. His
analysis attempts to explain why in some econoreigsepreneurs can flourish, yet in
others there are low participation rates for peagh® own businesses. Casson gave the
example of the South East in the UK which has higleeticipation rates of people in
small business ownership than the Midlands whictuin has higher participation rates
than Scotland. The low participation rates in srhainess in Scotland have been partly
attributed, for example, to relatively low home-akship which limits the amount of

equity that a nascent entrepreneur might haveviesinn a start-up.
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Thus Casson’s point about the access to resourceklappear to be an important one
(Deakins & Freel, 2012). Casson’s conclusion has ithplication that when such
participates rates are examined; the environmamtbeaa more powerful influence than
any predilection amongst the local population fotrepreneurship. Both Kirzner and
Casson view change as an accompaniment to enteepsdip. The pace of change
provides opportunities and the entrepreneur choosbsch one to back. The
entrepreneur’s access to resources will dependactors such as social mobility and
quality of institutional factors such as the alitib access capital, social networks and the
market structure. An equilibrium position will réstrom the interaction of these factors
(Casson, 1991). In the light of these diverse gmatves of entrepreneurship theory and
practice, which reflects the multidisciplinary neguwf the field, the most appropriate
theoretical foundation of any entrepreneurial stiglyne that takes into account the
objectives and the context of the study in a marwleich is sufficiently integrative
enough. Arising from these views, this study u$ies conceptual framework of
institutional theories of entrepreneurship, enteepurial behaviour, and resource based

view as the anchor theories.

1.1.2 Concept of Entrepreneurial Behaviour

The concept of entrepreneurial behaviour focusetherconcrete, theoretically * actions
of individuals — as solo entrepreneurs or as piaat team of entrepreneurs — in the start
up or early stages of organization creation, uguhe first six to seven years” (Bird et
al. 2012:2). It manifests itself as a discretet wifi individual activities that can be

observed by audiences (Fisher, 2012). The behawgioemtrepreneurs plays a pivotal role
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in the discovery, evaluation and exploitation ofsibess opportunities that drive the
emergence and successful performance of businegargs. It is for this reason that
several studies of the supply of the entreprenieuascountry as well as the relationship
between entrepreneur’s behaviour and firm perfoeamave been conducted to date

(Delmar, 1996; Bird & Schjoedt, 2009; Reynolds &ty 2010).

The past studies except that of Reynolds and Cy&010) of the Panel Study of
Entrepreneurial Dynamics (PSED) which identifiedt niess than 30 different
entrepreneur activities, were built on self repartselected on behaviour at a time such
as resources mobilization or registering a busin#ssa result, academic understanding
of the nature of the entrepreneurs’ behaviour ramhighly fragmented.” (Mueller, et al.
2012:2). This state of fragmentation prevents tdeamcement of research on the
contributions that specific behaviour can makeh®émergence and growth of both new
and old business ventures. Since entreprenewtsviour is vital to the performance,
creation, growth and survival of business firms,fatlows that attaining a better
understanding of entrepreneurial behaviour wilhhygoenefit entrepreneurship as a field

of academic study.

The decision to behave entrepreneurially is thellresf the relationships of several
factors. The entrepreneurs’ personal charactesjsgjoals and environment provide one
set of factors. Another set is provided by theiaoand economic institutional

environment. Individuals then look at the relatibip between their entrepreneurial

behaviors they would implement and the expectedamogs in terms of intrinsic and
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extrinsic rewards (Kuratko & Hodgetts, 2007).

In everyday language, behaviour means doing thimgsparticular way. Entrepreneurs
are born to action. “If they are nothing else, epteneurs are persons who do things, take
actions — they engage in vigorous, persistent &fforconvert their ideas and visions into
profitable, operating firms” and engage in creafprecess by “making visible what,
without them, might perhaps never have been searo(B2007:168). In the pastoralist
communities they say, “create and increase youk lue doing more things. Be in
motion. Sunrise and sunset should not find yothangame place”. The basic theme of
this study has been that because entrepreneursitetnghe active elements in firm
performance, understanding regarding relevant #spafc their behaviours and even
cognition, can and greatly contribute to the undeding of business success and
failures. This proposition and by itself is not neWesearchers in the field of
entrepreneurship have paid growing attention teestigating aspects of entrepreneurs’

behaviour and firm performance (Delmar, 1996; Bagfl07; Bird & Schjoedt, 2009).

However, to-date the issues of entrepreneurshigtieg with the effects of institutional
variables on firms performance contextually revidwre Kenya have relatively had little
empirical attention. Shapero (1981) argued that é&merepreneurial behaviour or
orientation to translate or develop into concredeccessful firm performance, there
should be entrepreneurial potential and potentitdepreneurs. Entrepreneurial potential
is about the context, the environmental conditians their degree of entrepreneurial
favourability. Entrepreneurial activity does notac in a vacuum. It is their context that

people learn their beliefs, attitudes and assumgptaout the world.
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Entrepreneurship grows in an environment that Sloafi981) calls as “nutrient rich”.
“Nutrients” here includes social, governments anltiucal support, information, and tacit
knowledge as well as more tangible resources (Kmyed® Brazeal, 1994: 92)
“regardless of the existing level of entreprendusihaviour, such “seedbeds” establish
fertile ground for potential entrepreneurs when avitere they perceive a personally
viable opportunity. That is ‘entrepreneurial potalitrequires “potential entrepreneurs”
Entrepreneurial behaviour has two levels, thathes individual and the organizational
levels. The individual level behaviour models armgkaries focus on traits of the
individual entrepreneur, whereas the organizatidiogls on firm-level perspective.
Entrepreneurial performance is a firm-level phenoome Level of analysis is at the firm
level (Dyer, et al., 2009). It can be rightly ardudat individual level behaviour on the
part of MSE owners may affect an organizationoacand in many cases the two, the
individual and firm-level behaviours, are synonymowne and the same (Covin &
Slevin, 1991). Entrepreneurial firms are thosevimch certain behavioural patterns are
common. These patterns cut across the firm ata#l$ and reflect the entrepreneur’s

overall strategic philosophy on effective entreguamal practice.

Studies on entrepreneurial behaviour and firm perémce have theorized that behaviour
of entrepreneurs influence significantly businessfggmance. The central principle of
this argument has been that a firm-level of en@meeurial behaviour affects the
effectiveness and efficiency of the firm. Studies/é proposed a behavioural model of
entrepreneurship because it is behaviour rathem fersonality attributes that give

concrete substance to the entrepreneurial proGssn( & Slevin, 1991). Entrepreneurs
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are identified and known by their actions, behassoand social networks. It is further
argued that entrepreneurs share an intentionalipwsé business opportunity and the
associated cognitions or way of thinking and actipgwn, 2008). The popularity of
entrepreneurial behaviour approach, to understgnaind explaining firm performance
is anchored on the fact that cognitive styles argext independent and represent in-built
modes of processing and organizing information twhare not influenced by the

environment or strategic choice of the individuabyn, 2008).

Mitchel et al. (2002: 97) defines entrepreneuriagrdtion as “the knowledge structure
that people use to make assessment, judgments asiahs involving opportunity
evaluation, venture creation and growth.” The ctgaibehavioural theory approach to
entrepreneurial research is resolutely focusedatiridividual entrepreneur level. The
social, institutional, historical, geographical andtural meanings and context of social
interactions tend to be treated simply as modegdtwtors. It's the individuals plus the
context together with relational engagements artibre of the entrepreneurs taken
together as a processual integrated whole thatrdeted firm performance (Down,
2008). As earlier stated the literature suggesongly the key dimensions of
entrepreneurial behaviour as need for achievemeditaaitonomy — self-reliance, high
motivation or commitment, tolerance of failures ambiguity, risk taking, locus of
control, self-efficacy and high level of socialeligence (Rwigema, 2011). The study by
McClelland (1961) into the entrepreneurial persitpatoncluded that the motivation
force is needed for achievement. This desire teeseha goal is linked with the ability to

see and act on business opportunities.
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A trait which is commonly recognised as prevalentoag entrepreneurs and small
business owners — managers alike is their strorgireddor independence, and the
freedom to create their own future. Studies hawevshthat the desire to be independent
and self-directing has been seen as a predictirea$uccessful ‘fit’ of an individual with
an entrepreneurial position (Stokes & Wilson, 2008)ajor points of argument in these
studies of Covin & Slevin, (1991); Delmar, (1996)sher, (2012) and Mueller, (2012)
are that there remains lack of convincing evidetac@rove that entrepreneurs possess
higher achievement motivation than both corporaa@agers and small business owners-
managers. As for need for autonomy, these studiademmixed conclusions, some
concluding that there is lack of hard empiricaldevice to support any firm association

between a desire for independence and entreprahbehaviour.

The effects of the three entrepreneurial behavionensions of locus of control, risk

taking and self-efficacy have also been demonstradenfluence business performance
differently, depending on the characteristics o€ tndividuals, business sectors,
institutional environment and even the geograpHmeadtion of the enterprises (Stokes &
Wilson, 2006). Behavioural scientists have devetbghe concept of “Attribution

theory” to explain the ways in which the behavioofpeople are judged (Down, 2008).
The exponents of this theory argue that the beliawbpeople can either be attributed to
internal factors which are under the personal obmtf the individual or external factors

which are outside the control of the person. Fetance, if an employee of a company is
late for work on a Monday, one might attribute laeness to his partying into the wee

hours of the morning and then oversleeping. Thiansnternal attribution. But if one
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attributes his arriving to an automobile accidesitoiving a heavy rainfall that tied up
traffic, then one is making an external attributiolt is on the premise of this therefore
that behavioural scientists describe those whoebelihey have the ability to control
their environment as having an internal locus afitad, compared to others with an
external locus of control who believe that theweb are dominated by chance, fate and
need for the help of others (Down, 2008). On ttieelohand, the traits of risk-taking
propensity and self-efficacy have been recognizedpeevalent among successful
entrepreneurs (Kuratko & Hudgetts, 2007). Selfeaftly is the perceived personal ability

to execute target behaviour.

Without a significant level of belief in themselvkence entrepreneurs are not likely to
take the initial risk of starting their own busise&ntrepreneurs are often characterized
as risk-takers who instinctively know that gainsra accrue to those who always play
safely first (Kirby, 2003). However, there is debatver the levels of risk taken, which

highlights a distinction between the entreprenamd the small business owner manager.
At one end there is the opportunist entrepreneur wltast as relentlessly pursuing every
possibility with little regard to the resources iéafale to them at the time. It has been
argued that this compulsive, competitiveness stérom the entrepreneurs’ deep

insecurity which drives them to prove themselvegetand again by taking risks.
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Self-efficacy describes entrepreneur beliefs inrthbility to undertake and accomplish
some particular task or activity (Stokes & Wils®006). Self-efficacy is related to
starting and “persisting at behaviour under, higbeautainty, setting higher goals, and to
reducing threat rigidity and learned helplessndss.be blunt, no self-efficacy, no
behaviour” (Krueger & Brazeal, 1994). Self-beliebwid appear to characterize the
entrepreneur at all stages of the entrepreneurptopess. The pursuit of business
opportunity regardless of the resources to hanehaofliemands even greater self-belief-

faith. The entrepreneur is not discouraged by tigeor failure.

Studies on entrepreneurial behaviour however, naixed, conclusions — concerning its
relationship with firm performance (Fisher, 201Zlar, 1996; Covin & Slevin, 1991).
The studies of Gathenya, Bwisa and Kihoro (201%p @n entrepreneurial orientation
among small and medium enterprises in Kenya magleebommendation that although
entrepreneurial orientation has positive influemre the performance of SMEs, other
moderating external variables should be taken agoount in future studies on firm
performance. In 2000 The Centre of Russian Stuatiétarvard University carried out a
major Panel Study on the effects of entreprenelmehlaviour and social capital on the
performance of the Russian business firms and adedl that indeed social institutions
moderated the relationship between entreprenedrédaviour and Russian firms’
performance. These studies argue that the influeheatrepreneurial behaviour on small
businesses performance may depend on instituteomleven geographical factors. It is
in view of these observations of past studies thigt study argues that entrepreneurial

behaviour manifests themselves in business firmims of the concrete behavioural
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practices of the owners/managers as implied in dixedimensions highlighted by
Rwigema (2011) and Stokes and Wilson (2006). Theeetthis study took into account
the six dimensions construct of entrepreneurial abelur which comprises of
achievement need-motivation, legitimacy seekingk taking locus of control, tolerance

and ambiguity and effectuation, decision makingcpsses.

1.1.3 Concept of Social Institutions

In any society, business is a primary social ingtin as it is composed of human groups
working towards goals which are usually compativigh the overall goals of society.
Business exists within a framework provided by otacial institutions such as culture,
family life, religion, law and education. This is dynamic, interactive relationship.
Business itself is defined as “the sum total of dhganised efforts by which the people
engaged in trade and industry provide the goodssandces needed to maintain and
improve the standard of living and quality of life which every person may aspire”

(Fitzgerald, et al, 1979).

It is self evident that entrepreneurship behavagurs within institutional context and is
driven by the motivations of individuals seekingsttisfy their own personal dreams and
economic goals. However, while the key to startimg process of entrepreneurship lies
within the behaviour and actions of the individumlembers of the society, its
development and sustained success is affected éoyddigree to which the spirit of
enterprise exists or can be stimulated. The questien arises, What are the factors that

enable, encourage and stimulate or constrain aeekept individual’s behaviours in an
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entrepreneurial manner? (Stokes & Wilson, 2006;tiNot990). According to one
researcher, Timmons, one of entrepreneurial triggére USA is:

A social institutional culture that prizes entraprarship, an imperative to educate our
population so that our entrepreneurial potentiaesond to none, and a government that
generously supports pure and applied sciencegrfoshtrepreneurship with progressive,
enlightened policies and enables schools to prodineebest educated students in the

world (Timmons, 1994:9)

Timmons, by this quotation has essentially ideadifthe key factors: an enterprise social
institution and a political economy, government fhi@motes enterprise. Before analysis
can be made it is important however, to consider ¢bncept of social institution.

Institutions are the social and economic contemtsvihich entrepreneurship and small
business activities take place (North, 1990). fastins have been defined as “rules of
the game of a society or more formally humanly-degiconstraints that structure human
interactions” (North, 1990: 25). Institutions whetlsocial or economic are the rules and
norms the individuals follow in their daily livethe formal and informal constraints and
their enforcement characteristics (Salitet, 200BJthough the two words ‘institutions’

and ‘organizations’ are commonly used, the two tefmve subtle differences. North
(1990) used a game analogy to differentiate the saging institutions are the “rules of
the game” while organisations are its players abascases of differentiating the music
from the musicians and the game of tennis fromruies. Organisations are also
described as structured groups of individuals booojpca common purpose to achieve

objectives. Institutions include such rules as anty’s constitution, other rules and
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community social norms. On the other hand, orgéiniss are the embodiment of the
institutions, the concrete bodies that implemeset thles, both formal and informal on

day to day basis (McCormick & Kimuyu, 2007).

Therefore generally examples of institutions amgaarsations, in both public and private
sectors, the prevailing laws and regulations gawegrthe societies economic and other
interactions as well as social values and normsngntbe people as individuals and
groups (Coleman, 1990). The rules of the game oaiak institutions derive their
legitimacy from “the societal culture, religion,nfidy, community, ethnic and gender
based values” (Kirby, 2003). This is so becaushviduals cannot manipulate their
values at will. “They must draw them from some autly greater than their immediate
self-interest, and however, bend them to their pseg, they cannot break them without
destroying their legitimacy of their behaviour @tians” (Marris & Somerset, 1971:81).
However, the rules of the game of any society enstatic. As observed by Coleman,
“‘just as the forests and fields of the physicaliemment are being replaced by new
cities with skyscrapers, the social institutionwuard which societies have developed are
being replaced by purposively constructed socighoizations” (Coleman, 1990:5) and
this has major implications for entrepreneurshipdss. When social values are
embodied in an institution, they can define in grothose social cohesion can be turned

to entrepreneurial, economic advantages.
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Granovetter (1973) recognised the importance ofciaia personal relations and
networks of relations. He called this the embeddedof economic transactions in social
relations. Social relations help generate trustegtablishing and in creating and
enforcing norms. Coleman (1990) conceived of thesgal-structured resources as a
capital asset for the individual that is as a docapital. Social capital is frequently
defined as the “sum of actual and potential ressissmbedded within, available through,
and derived from the network of relationships pesed by individuals or social units”

(Bruton, et al., 2010).

It is also defined as the relationships and netedr&m which individuals are able to
derive institutional support (Rwigema, 2011). Wathincreasing “radius of reciprocity of
trust”, transactions costs lowers, more valuabfermation, credit facilities and other
resources get accessed through social networksial$®tworks, and particularly in the
rural settings where micro and small businessespaeedominant have tendency to
fragment into isolated cliques and thus lack indlils who were strongly tied to all
others in the “higher pyramids” of the communitytiwmore resource-density” (Simsek
et al, 2003). Moreover, two common sources of wess formal organization and work
settings are scarce outside main urban businessesemherefore many MSEs located in
rural, geographical areas end up having only sti@sg with no social bridges and only
structural hole-poor networks. One of Kenya’'s histd official policy paper, the

African Socialism and its Application to PlanningKenya of 1965 apparently captures

at the macro level the spirit of social networkd #meir economic communal benefits.
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The Sessional Paper (1965) argues that there aré\tiican traditions which form an
essential basis for African socialism-political deracy and mutual social responsibility.
“Mutual social responsibility,” moreover it positss an extension of the African family
spirit to the nation as a whole, with the hope thiimately the same spirit can be
extended to ever larger areas.” It implies a mutesponsibility by society and it
members to do their very best for each other (G&65). Coleman (1990) reasoned that
social capital is defined by its functions as ih@ one entity, but a variety of different
entities having two characteristics in common. @éllsocial capital consists of some
aspect of a social structure, and they facilitagetain actions of individuals who are
within the structure.

“Like other forms of capital, social capital is pective, making possible the
achievement of certain ends that would not be rettde in its absence” (Coleman,
1990:302). To a suggestion posed by a reseaicti€&74 one respondent in the micro
enterprise sector in Nairobi said, “Anyway, | wdbme to my point; young boys are
becoming very rich due to loans, connections argbti@n. The only thing, | want is a
loan of about four to five thousand shillings” (I§i1996:3). Therefore the importance of
social institutions to entrepreneurship is deriveginly from its source as a provider of
much needed various resources in the form of; kedgé, networks, finance, markets,

information, emotional support and even social gcand human capital.

A case which illustrates the value of trustwortisgen the context of social institutions is
a rotating credit association found in among thenimers of the Garissa County livestock

enterprises and elsewhere. These associationg@rpsgof friends and neighbours who
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typically meet monthly; each person contributes game amount of money to a central
fund, which is then given to one of the member®ufh bidding or by lot. These
associations, for example, serve as efficient $acsitutions for amassing savings for

small capital expenditures, an important aid toegreneurial development.

In their early development, entrepreneurs hardhtrod sufficient resources of their own.
Instead entrepreneurs assemble resources fromettiffeources and thus the ability to
mobilize their web of social relations plays aicat role in the process. Entrepreneur’s
social relations can be sources of ideas, advigegpat, and referrals. The literature on
ethnic entrepreneurship has consistently shown fiigatly knit social communities
produce more entrepreneurs (Waldinger et al, 19%@mtes & Zhou, 1992). These
studies examine the characteristics of the condééidgues that inspire entrepreneurship.
Then make use of empirical evidence that minoribesmigrants belonging to some
ethnic groups are more likely to become entreprenthan the rest of the population.
Waldinger, et al (1990) first explained this eviderwith the idea that new immigrants,
minorities and unskilled individuals select to bew entrepreneurs to overcome their
economic and social frustrations and the disadgentd their marginality in the society,
in other words for lack of better options. Grantse(1973), noting that venture creation
thrives in some ethnic communities but not in otblienilarly connected communities,
suggests that the key to understanding successftépeeneurial behaviour, is some
combinations of social cohesion sufficient to enéostandards of fair business dealings
and an atmosphere of trust, along with circumstauicat limit the non-economic claims

on a business that prevents its rationalization.
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The concepts of social institutions, social cappersonal relations networks and social
norms are all related with best fit the concephazion of business environment within
the framework of political, economical, social, heological, legal, international,

environment and demographics (PESTLIED). PESTLIE® a useful tool for

understanding the contextual issues facing firnigoerance (Rwigema, 2008). The key
guestion associated with these eight contextualessre: What are the government
actions, monetary policy issues, social trends attidudes as well as technological
trends, international trends and factors, enviramalé'green issues” and factors related
to the work force need to be considered by busifedsetter performance and growth?

Therefore, social resources theory advocates thatrder for entrepreneurs to access
resources, people who possess valued resourceaswabalth, status, power and highly
useful networks, the formation of social institusoand the rules of the game is

imperative. Granovetter (1973) defined the concéfstrong” and “weak ties.”

He said strong ties were those of kingship andhéiship whereas weak ties were those of
“acquaintances”. Networks can also be perceive@f'bridging networks that are
porous and socially inclusive or “bonding” Networlsat tend to exclude outsiders
(Stokes & Wilson, 2006). Bonding networks are twgalf by kinship and transactions
between members of an ethnic group or friendshepbassed on ascribed trust attributed
to family ethnic or other specific characteristidSranovetter conceptualized social
institutional structure as a pyramid in which piasis are ranked according to ownership
of valued resources. Given the pyramid structurgprty of people will only have weak

ties with people occupying the higher positionghis structure. Burt (1992) calls the
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relations on non-redundancy between two groupsicsiral hole”. As a result of the

‘hole’ the contact between the groups, the two acistprovide network benefits that are
in some degree additive rather than overlappinge Study of Cooper (1993) found that
entrepreneurs utilized personal and professionaices of information to a greater extent
than public sources of information which can belaixed by the fact that entrepreneurs
perform better in richly connected, flexible andessible social networks. This means
that weak ties might prove to be more criticaldatrepreneurial performance than strong

ties.

Therefore, the need for social institutions becar®ear when its appreciated that such
institutions are instrumental in accessing the edltesources of the weak ties network.
Coleman (1990) on the same subject developed ideaserning the functioning in

exchange systems of what he calls the F-connectidres F-connections is composed of
families, friends and firms. Drawing on economia amthropology Coleman and others

show the way these firms of social institution®eaffpositively economic exchange.

This study, therefore, focused on the social iastihs as a significant factor that is likely
to moderate how entrepreneurial behaviour affecBEM performance. The study has
operationalized social institution variables in fodimensional forms composed of
Kinship and family, trust (strong ties) yielding twerks, associations of business
groupings (weak ties), and existence of any “rafiethe game of entrepreneurship” that

guides members.
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1.1.4 Concept of Economic Institutions

Economic institutions refers to the systems, retgarig, statutory laws and government
policies “that direct and influence the way indivad businesses operate, perform and
ultimately, the organization of business activitiesgeneral” (McCormick & Kimuyu,
2007:12). The fuel of entrepreneurial activitiesai country, as argued by Kirby (2003),
are the networks of governments, cooperatives, cential organizations such as
manufacturers, producers, wholesalers, banks agdrbwho generate, distribute and
purchase goods and services. The vibrancy of esignastitutions therefore both at the
organizational and regulatory levels greatly infloe the nature and direction in which
businesses operate. They-institutions set the @infiar incentives to which people
respond and change their entrepreneurial behaviolilsough social exchange
mechanisms, economic institutions mediate the mstend behaviours of entrepreneurs
and their business performance (Kirby, 2003). Eouncand social exchange has been
distinguished. The nature of the economic exchasg®rmally explicit and formal one

and each party fulfils specific obligations.

In contrast, social exchange involves obligatidmst tare not made explicit (Coleman,
1990). Economic institutional theorists (Nort®90, Stokes & Wilson, 2006; Coleman,
1990) conceptualized the economic institutions ebdasn governments political actions,
market structure, business opportunities, andlrisgaamong competitors, availability of
credits facilities, transport for goods and oth@meunication in general and availability
of entrepreneurial training opportunities — humaapital development aspect of

enterprise.
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Salitet (2005) argue that entrepreneurial behavigsumever in short supply as it
encompasses not only exceptional risk-taking behasi— starting businesses, but also
numerous, mundane activities both within and oetsidns. What matters is quality of
social and economic institutions. Lundstrom andv&teon (2006) also reasoned that
what is generally missing in countries with lackerseconomic performance is not
entrepreneurship per se but the right institutioc@aitext for entrepreneurship to take

place to be socially beneficial.

Simply put, what matters for increased entrepraabupehaviour, improved firm
performance and economic development are the existef comprehensive, dynamic
business friendly rules that individual entrepresefollow and these rules get well
defined and enforced. Lundstrom and Stevenson (2008her make the valid
observation that unless the formal rules are atign&h the informal social norms,
individuals follow favour entrepreneurial activity define and enforce property rights,
the law of contracts, and are effectively enforcedn environment that operates under a

rule of law entrepreneurs will always have diffioes in their firm performances.

Following the recognition of entrepreneurship ae #ngine of a nation’s economic
growth, Frederick Salitet (2005) posed this vemydamental question and provided the
answer himself: “If entrepreneurship is never inrslsupply and is the ultimate source of
economic growth, why are some countries, (or reg)i@me rich while others are poor?”
Salitel argued that no one could play the gamésaiball, tennis or chess without formal

and informal rules. As Salitel put it, a game obdtball is not only defined by the ball,

34



the pitch, the players and the referees but alsaules that the players follow. Similarly,
entrepreneurship cannot exist without rules: whattens to entrepreneurship is not only
discovery, evaluation and exploitation of a praftportunity but also that this process
takes place in the context of rules that structiieeway the economic game is played and
played with integrity (Salitet, 2005:7). Thus imgtions in society are the rules that
provide the framework within which people interathe advantages accruing to society
by having dynamic, well enforced formally and infally aligned institutions are many.
They include giving legitimacy to activities, proimg guidance, allowing for routines to
develop and ultimately reducing the uncertaintyso€ial interactions. It also includes
providing better social exchange and greatly redutransaction costs and setting basic

standards for goods and services in the markee glalorth, 1990).

Business competition is ubiquitous immediate outesrof scarcity of resources. Thus
organizations in an economy will always seek toagregwith economic bodies such as
governments, cooperatives, banks, traders, firmgeland small, trade unions, buyers,
regulatory agencies together with the nexus ofradhganisations in the external business
environment for them to perform and survive in thekctors of business (Stokes &

Wilson, 2006).

The importance of economic institutions to a firp&rformance arises from the fact that
business firms depend on the environment bothhiair inputs and outputs resources — in
accordance with the resource dependence theorpuResDependence Theory (RDT)

which concerns how the external resources of orgéions affect the behaviour of
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organizations was developed by Pfeffer and Salafi®k8). The basic arguments of the
theory of resources dependence could be put irf bngg: organizations depend on
resources; these resources ultimately originaten farganization’s environment, the

environment, to a considerable extent containsrotihganizations. The resources one
organization needs are thus often in the handshar arganization; that resources are
basis of power and the customers are the ultimegeurces on which entrepreneurial
firms depend in terms of revenue. Whereas RDT is oh the many theories of

organizational development that examine organimatibehaviour, it is not a theory that
explains wholesome firm performance. However, resmdependence theory predictions

are similar to those of institutional theory (Sc@@03).

In the context of this study, the key organizatitret have the resources so often needed
by the micro and small livestock enterprises whach the subject of this thesis are the
national and county governments, financial ingtitug such as banks, cooperatives,
business associations, the market including othegel firms, the labour market and
education, technology and innovative systems (Mo@ak & Kimuyu, 2007). Business
environment is unpredictable and turbulent full wfcertainty. Therefore, Pfeffer and
Salancik (1978) argue that economic institution®rya to take the initiative to address
the problems of inefficiencies and resource gapsnéa business firms. Routinely
economic institutions help firms with informatioskills, financial and linkages that are

difficult to obtain in the open market.
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McCormick and Kimuyu (2007:13) suggest that the kesgitutional support mechanism
that economic institution provides to business dirimclude “policies, regulations,
infrastructure, and programmes, practice and indbnways of operating.” For instance,
government policy is a major incentive and “rulgigg” support mechanism. The other
key economic institutions in this respect are timarfcial institutions. All businesses
everywhere need financial capital. According to Maand Somerset, carried out a study
on the performance of African entrepreneurs in dlairin early 70’s, among all the
African businessmen they interviewed “whether imustry or commerce, whether
government aided or eking out a livelihood as n&tgsntrepreneurs, in a country
market — they said, lack of capital was their gretadifficulty, more than two-thirds

mentioned it” (Marris & Somerset, 1971:179).

Therefore, the literature suggests that econonsiitutions contribute significantly to the
entrepreneurial process, firm characteristics aepdopmance. Although number of
studies suggests that many reasons exist for detegnfirm performance, the
entrepreneurial behaviour; motivations of individuaisually relate not only to the
personal characteristics of entrepreneurs but ¢baa@nic institutions and the firm itself
(Kuratko & Hodgetts, 2007). Cooper (1993) pointed the challenges of predicting firm
performance include environmental institutionaketé — the risk of scarce resource, of
new products or services and narrow markets; titeegreneurs personal goals and
behaviours and founding process - the reasonstdnting the business in the first place.
In their configuration Stokes and Wilson (2006) vdénalso demonstrated that micro

business environment is made up of domains orrttmeediate environment of the firm
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that consist of human resources, customers, fimanceippliers, competitors and the
general public. To this end the actions or laclswbport of economic institutions either
enable or severely constraints firm’s performanddnerefore, the economic institution
which is one of the key elements of the PESTLIE&nfework is hence important for a
firm’s performance and their success in the mapkate. Thus this study focused on the
economic institutions as an important factor that likely to moderate how
entrepreneurial behaviour affects MSEs performantbhe concept of economic
institutions have been operationalized in the matdynamism of government policies,
nature of market structuring-structure-conduct-garniance framework of the market,
availability of opportunities, transport, access fimancing and export international

market and also training for entrepreneurs.

1.1.5 Firm Performance

For both academic scholars, policy makers and ignagtbusiness owners / managers,
measuring firm performance is a critical issue. Bnfausinesses are usually
entrepreneurial ventures by reason of their ownpuposes (Edmunds, 1984). Micro
and small business have trouble surviving, and fadure rates are high. Therefore it is
in the interest of researchers, scholars, poliayntdators as well as the owners /
managers of micro, small and medium enterprisepfweciate how the early detection
of business success or failure can be improvedéywse of the appropriate measures of
business performance. Performance measures fandsssfirms, whether micro, Small,
Medium Enterprises (MSMESs) or large help owners axgcutives of businesses

improve the chance of business success or atdeasbn early warning of the probable
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lack of success. It is important to clarify what firm performance because if

performance cannot be defined it cannot be measarexven managed.

Bates and Holton (1995:18) have pointed out thagrformance is a multi-dimensional
construct, the measurement of which varies depgmatina variety of factors”. They also
state that it is important to determine whether ti@asurement objective is to assess
performance outcome or behaviour. When performa&ndefined as an accomplishment,
it refers to it as outputs but performance alsoli@spdoing work as well as being about
the results achieved. Bates and Holton (1995) welibat performance is behaviour and
should be distinguished from the outcomes becawesedan be contaminated by systems
factors. A more comprehensive view of performascachieved, if performance is seen
to mean both as behaviours of individuals, entregues, teams, firms and objective

results.

In general, a firm’s business performance is defiag the “operational ability to satisfy
the desire of the firm’s major shareholders — owhdBEmith & Recce, 1999:153).
Drucker (2002) also explained performance as thel lef achievement or obvious
outcome that is obtained which sometimes is usegh@asure positive result. Further,
performance is also defined as the personnel'sesgtginess in achieving strategic
objective from four perspectives: finance, custgnppcess, as well as learning and
growth (Edmunds, 1984). These definitions sugdest brganizational performance is
the management’'s decision outcome to achieve phatiobjectives in effective and

efficient way. Thus firm’s performance is the qtiaind quantity of the achievements of
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tasks, both by individuals and by groups or orgatons. The five common indicators
used for measuring performance that have the negepseciseness in meeting demand
are sufficient stock —inventory, keeping qualitytbé product, ability to maintain good
relation with customers and providing affordable@ifor customers-customer and owner

satisfaction (Landstrom, 2006).

Resource based view of the firm argue that firmgsukh be understood, first as an
administrative framework that link and coordinaaesivities of numerous individuals and
groups, and second, as a bundle of productive ressputhat have the characteristic of
value, rarity, inimitability and the question ofetlorganization (Penrose 1959; Barney,
1991). The adjective “business” has traditionallgamt that a firm is an economically
“financial” motivation, purposive social organizati (Ansoff, 1980:15). In everyday
language, performance means how well or badly danmgtis done. A firm’s
performance is generally acknowledged to have twmary dimensions: growth and
profitability. These two dimensions define “succefes a business firm — since success
is understood as actual outcomes relative to eapeot However, there is no consensus

on MSEs performance measures.

Regular indicators used in measuring a businesssfiperformance are financial and
non-financial measures (Edmunds, 1984). The firrdmoeasures include profit, Return
On Investment (ROI), and turnover-volume, numberca$tomers, and growth that is
comparative size of net assets in different pamtsme — time value axis. Non-financial

performance measures focus on the number of emgdomtrepreneurs, customers and
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employees’ level of satisfaction at different peinh time and the durability of the

business (Kirby, 2003). Growth, that is expansisnseen as direct indication. Growth
performance refers to the variances of financial aon-financial performance factors in
between years. Survival is per se not sufficiendmsndicator of entrepreneurship but it
is indicators of durability on the market. Many easchers argue growth is the most

appropriate performance measures of small and reiti@rprises (Edmunds, 1984).

According to Edmunds (1984), there are four thecakframeworks that exist to help
evaluate firm measurements and effectiveness ajeusé resources by firms. These
frameworks are the Goal approach, System resopm®ach, Stakeholder approach and
Competitive value approach. The Goal approach measthe extent a business
organization attains its goals while the Systemsoldece approach assesses the ability of
a firm obtaining its resources. For the Stakeholdeproach and Competitive value
approach they evaluate performance of a busing@ization on its ability to meet the
needs and expectations of the external stakeholdersng these, medium size and large
firms use Goals approach to evaluate their perfoomadue to its simplicity,
understanding and internally to focused informat{@food, 2006). The Goal approach
directs the owners/managers to focus their attegtan their financial measures against

the predetermined goals and time frame.

Micro and small enterprises, however, are oftery vetuctant to publicly reveal their
actual financial performance. It is because of #mperience with small and micro

business owners that studies have deliberatedeondhd for subjective measures — for
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example the five-point Likert Scale in empiricasearch in evaluating firm performance
(Wood, 2006; Smith & Recce, 1999). Many studiesM8Es show a preference for
subjective measures during the assessment of lsgseformance due to difficulties in
obtaining objective financial data. For instancéew one livestock trader in Garissa was
asked, “How do you know when your business is deiet or badly?” He responded, “I
know my business is doing well when my stock okditock and my finances have
increased and | know | am performing badly whenstock of livestock and the money

in my account has drastically reduced.”

This is a subjective approach yet effective measafgerformance of MSEs. Subjective
measures can be an effective way to examine bssipedormance, as they allow
comparison across firms, and contexts, such asindtype, time horizons, cultures or
economic conditions and geographical settings” (Wd&906:153). Furthermore, studies
have also demonstrated that subjective measurenaetsstrongly correlated with
objective measurements in terms of absolute chaimgesturn on assets and sales over
the same time period. “For example, the correlaignof objective and subjective
measures to total sales gives a value for (r) ®f&@d to return on assets gives a value of
0.79 (Dess & Robinson, 1984:15). Thus these figslirsupport the validity of

performance evaluation through subjective measures.

Therefore, since MSEs rarely capture real timeniona information due to various
reasons including, privacy of information, inadegyaof literacy among owners of

MSEs, or have incomplete records, this study usedixed of 5-point Likert scale
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guestionnaire and objective measurements to deterfiim growth, profitability, sales
volume, export activities, owners’ satisfaction age of the firm as measures of firm’s
performance. In any case the literature on MSEsgestg that various business
performance measures can be organized, interfacgdranaged. Thus, the literature
strongly suggests that subjective evaluations apgopriate alternatives to objectives
measurement which are even difficult to access wwneobtain from MSE firms
themselves (Dess & Robinson, 1984). Based on mwewf the literature on firm
performance, and the analysis of entrepreneuriddavieur this thesis makes the
proposition 1: growth, profitability, sales, volupexport activities of the firm, age of the

firm and satisfaction of the entrepreneurs areesalneasures of MSEs performance.

1.1.6 Micro and Small Livestock Enterprises in theeconomy of Kenya

The small business sector and entrepreneurshipyaiee day getting more recognized as
key elements in the national economic growth of yéerComparisons of the profiles of
the business population in the country indicatdearcand continuing trend towards a
larger number of small and micro firms with a cepending reduction in the numbers of
larger firms (GoK, Economic Survey, 2013). Despite growth in numbers, micro and
small businesses remain a turbulent part of the@oy of Kenya with large movements,
in and out of the sector each year. The reasonsdoriduals starting new micro or small
business may be because of economic need — unemgbdyr simply because they have
always dreamed about opening businesses of their Blajority of people start and run
new small venture because they lack occupationalceh to earn any employment
income. Where there are employments opportunitiesyiduals can either operate a firm

and earn profit or take some outside wage whersvige is competitive (Parker, 2004).
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Where the opportunity to earn wage is almost zdwen individuals will move in droves
to be self-employed and start their own micro anthls businesses, as risk taking
residual claimants. That is what is observablehm present economy of Kenya. Many

people operating small businesses even when thkhitlod of long term success is low.

The term ‘micro and small enterprises’ is used ésadibe certain groups of enterprises
and how they are run. This suggests that this cla#ssenterprises have certain
characteristics and management issues in commdndibtinguish them from other
organizations. It is hard to define in practicestheharacteristics; and even harder to
draw a precise line that separates small from mmediize firms (Kirby, 2003). Small
businesses do not conform to any neat parametassh Mepends on the industry in
which they operate, region and the personalitieb aspirations of those that run them.
According to Kirby (2003:8) these factors vary fromanufacturers, retailers,
professional managers, family teams, to self-fiegntavelers and artisans content just
to make a living. It is this diversity which makgsneralizations of any and including a
definition of the small enterprise sector “extreyndlifficult and often unwise.” Some
definition however focuses on numerical parametersrder to differentiate between

smaller and larger business firm types.

The micro and small enterprises Act of 2012 defiSEs firms by their volume of
annual sales and the size of their employees. TdtedAfines micro enterprises as of
those business employing less than 10 people, avittual turnover not exceeding five

hundred thousand Kenya shillings and small entsgpras those with 10-49 employees
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whose annual turnover ranges between five hundredsand Kenya shillings and five

million. However, the Act is silent on the balarsteeet values of Kenya’s MSEs. Just for
comparison purposes only it is observed that, thentties in the European Union (EU)
define micro enterprises as those with less tharerhployees just like Kenya, with

annual turnover not exceeding two million Euros arnith a balance sheet total also not
exceeding two million Euros. They define small besses as those with 10-49
employees just also as Kenya, with annual turnoe¢rexceeding ten million Euros and
with a balance sheet total of ten million Eurosokes & Wilson, 2006). MSEs may be

difficult to define but most are easy to recogrornee they are seen in operation.

MSEs have three essential non-quantitative charsiits: they are managed by its
owners, in a personalized way, have a relativelglsshare of the market in economic
terms and are independent in the sense that thegtdorm part of a large enterprise and
their ownerships are relatively free from outsidmteols in their principal decisions

(Stokes & Wilsons, 2006; Kirby, 2003).

Kenya’s micro and small enterprises Act of 2012 ¢raated an 18 member body of what
it calls Micro and Small Enterprises Authority tave offices in all the 47 counties in the
country. The Authority is established to ensure M$kEthe country are registered by a
registrar established for the purpose. The wisdbthe MSE Act 2012 for putting the

two types of businesses; the micro and small t@geih one group named micro and
small enterprises (MSEs) arises from the fact that two kinds of enterprises face

similar opportunities and challenges; especiallgwbompared with large businesses.
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According to the MSEs Act, there are four kindsM&Es; trade, farm, service and
manufacturing/industry. Further the Kenyan MSEs, Aetuires the MSEs Authority to

organize MSEs into Associations with members oflass than 35 MSEs and umbrella
organizations. Umbrella organizations are Authorgtgistered organizations which bring
together different associations of MSEs under avef so that they can have single
powerful voice for their common interest as MSESd atso provide better services to
members (GoK: MSE Act, 2012) This way majority oSMs which are currently in the

informal sector are expected to move from the mfdrsector into the formal sector. The
government will then be in a more strategic bettedrmed position to formulate sector

specific, beneficial policies and incentives.

Studies have consistently demonstrated the impoetari MSEs to the economies of
developed and developing countries. Through themption of competition and

dynamism, MSEs can complement the efforts of théesio achieve economic growth,
social stability, employment creation, equitablestalbution of goods and services,
poverty reduction in rural and urban areas (DareMead, 1998; AFDB 2005). MSEs

play a pivotal role in Kenya’s economy.

According to the 2015 Kenya’s Economic Survey Rgpbe economy created 799,000
new jobs, with the Micro and Small enterprises @ecbntributing 693,000 (83%) while
the public sector created only 17,000 (2.5%) jditee number of people in employment
rose from 13.5 million in 2013 to 14.3 million i®24. Of this, 82% or 11.7 million were

in the Micro and Small Enterprises sector. Theagssics therefore confirms the critical
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role micro, small and medium enterprises play & iKenya’'s national and regional, or
the economies of the 47 counties. The Economic uf 2013 also reports that
employment recorded in the informal sector incrddsem 8 million employees in 2008
to 10.5 in 2012, 31.25% increase or 500,000 per, y&& million in five years and that
about 98 percent of all businesses are in the catelf MSEs. However, in the formal

sector employment increased by only 3.5% duringstrae period (GokK, 2013).

According to the governments seasonal paper Nd. 2005 on Development of Micro
and Small Enterprises for Wealth and Employmentativa for Poverty Reduction,
MSEs sector employs 5.1 million persons in 200pe&sthe 2003 Economic survey and
this translates in 675,000 jobs per year. This destnates that with the improved
business environment, proper development strateties MSE sector is capable of
providing and supporting the government targetsre&ting more than 500,000 jobs per

year for a population of 40 million, (Kenya Visia2030:2008).

The MSEs sector is growing fast in Kenya, reflagtihe critical role it is playing in the

economic and social life of the people. The numlzdrenterprises in the sector have
grown from 910,000 in 1997 to about 1.3 Million 880D, growth rate of 7% per year.
Out of the 1.3 million enterprises in 1999, abo@#®%were located in the rural areas,

while women owned 48% of the enterprises.
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According to the Economic survey of 2013, 64.3%haf MSEs were in trade, 14.8% in
services, 13.4% were in manufacturing, while 7.7&tennvolved in other activities. Out
of the 48% enterprises owned by women, 75% wergakdle and services sub sectors
(GoK, 2005). According to Kenya’s Statistical Alastr of 2008, 595, 778 businesses
were registered with the Government as at Bkcember 2008, employing about 2
million workers, an average of 4 employees perrpnte (KNBS, 2008). Out of all the
registered business, only 56 (0.011 per cent) wpetdic limited liability companies,
16,065(3.24 per cent were private limited liabildgmpanies and all the rest, (96.7 per
cent) were business of sole proprietors belonginghe category of micro and small

enterprise with annual sales of each Kshs 5 miltibaven less.

1.1.7 Micro and Small Livestock Enterprises in theNorth Eastern Kenya Economy

The importance of the livestock sector in Kenya partly be explained by the fact that
73 percent of the country is classified as aridkingit unsuitable for crop production
(Knips, 2004). Agriculture is the core sector lvé tountries and societies in the Horn of
Africa, namely the seven member countries of theergovernmental Authority on
Development (IGAD): Kenya, Somalia, Ethiopia, Ugan&udan, Djibouti and Eritrea
(Knips, 2004). Within the agricultural sector agarcontribution, on average 57 percent
of the GDP of the IGAD member countries come froimedtock. Livestock’s
contribution to overall GDP ranges between 10 t@&fent, in the case of Kenya, it is
12%. The importance of the livestock economy in 8AD countries in general and
Kenya in particular is attributed to the fact thajor proportion of the land in the region,

in the case of Kenya 73 percent, is classified ra @nd semi-arid (ASAL) leaving
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livestock production as the only viable form of rcapital intensive land use.

It is estimated that the livestock sector conteisuat least Ksh150 billion annually to the
Kenya’'s economy even though Kenya is a livestodicllenation unlike Ethiopia and
Somalia. Kenya’s livestock sector, although infoknea multi-billion-shilling industry,
Gathoni (2014). According tdlifugo ni BiasharaProject in arid and semi arid land
(ASAL) the national per capita meat consumptioruiban areas is 18.5kg/yr with a
national average of 10.8kg/yr, which is high gitbka estimated average for sub-saharan
countries at 9.4kg/yr. The figures from the Minysof Agriculture, livestock and
fisheries indicate the export of meat and meat yetsdgrew by eight percent in 2013 to
attain a production of 424,000 metric tonnes, vélaeKsh 80 billion. About 94 percent
of livestock exporters are small scale farmers ttepmeneurs mainly from the North

Eastern Kenya and Coast regions.

Presently, Kenya’'s meat export markets are Egypiwdit, United Arab Emirates,

Tanzania and DRC Congo (Sanga, 2014, The StanSepd,2: P22). The world health
organization report indicates that the world’'s $taek sector is growing at an
unprecedented rate due to population growth, risim@pmes and urbanization, with
annual meat production projected to increase fr@8 rillion tonnes in 1997 — 1999 to
376 million tonnes by 2030 (Gathoni, 2014). Tdis/es the sectors potential growth
rate. Therefore the economy and social activititshe population of North Eastern
Kenya depend heavily on income from livestock (Knip004). For the owners, camels
and cattle are not just some assets. There arei@rabtsocial attachments to these

treasured livestock. In terms of socio-economialityiof life ratings, the three counties
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of North Eastern Kenya, a recent study called S&wonomic Atlas of Kenya, 2014,
revealed were doing relatively badly (GoK, 20149ntparatively according to the Socio-
Economic Atlas of Kenya, only 2,000 households @& fercent of the households in
Mandera have access to TV; only 1.5 percent hasdpipater in Wajir, and the three
counties as a whole have poverty incidents of 86gme, making them the counties with
the poorest access to modern service and convesiém¢he country. The three counties
also lead in both child and maternal mortality satk is in that background that the
performances of MSEs in the livestock sector in therth Eastern Kenya was
investigated by this study. The Pastoralists, @i normally the owners and suppliers
for trade of camels, cattle, goats and sheep censlie first two livestock species,
camels and cattle as capital asset and the latergeats and sheep “small exchange” —
current liquid assets. The most prized livestockhis camel with an average price of
Kshs. 84,000 ($ 1,000) per head followed by thdecaanging from Kshs. 20,000-50,000

at Garissa livestock market.

The North Eastern Kenya region consists of theetloeunties of Garissa, Wajir and
Mandera (see Map in Appendix lll). Mandera bord&thiopia and Somalia while

Garissa and Wajir counties share a long border &itinalia. Besides the local supplies,
the other livestock traded in the markets of thedhcounties are brought to the local
markets by pastoralists and traders across theebdrdm livestock net exporting

countries such as Ethiopia and Somalia who arachit by stable markets. The
livestock owners, pastoralists and traders liveaimemote region with the attendant

environmental, cultural, ecological and resourdealenges which all justify this study.
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The capital investment of micro scale traders raingm Ksh 10,000 to 400,000, small
size traders from Ksh 400,000 to 2.5million and med size traders invest up to

Ksh10million (GoK Garissa County Development P21 0).

Cash income from livestock business is derived ftbentwo streams of domestic sector
and exports by larger firms. Among exports of lbeek products, skins and hides have
the largest share of exports followed by live expado the Gulf nations in the Middle
East (GoK Livestock Strategic Plan, 2010). Abo0Gt er cent of Kenyans camels
population comes from only North Eastern and Ri&tll&y regions, while on average
45% of all the nation’s camel, cattle’s, goats,eghand donkey, all totaling 67 million,
according to 2010 census, are found in the RifieyalThe three counties of Garissa,
Wajir and Mandera together have the highest pojpulabf camels, 1.7 million,
representing 57.3% of the national population ahilion and 2.7 million indigenous
cattle representing 19% of the total national papoh. That is a conservative 1.4 head

per capita (GoK, 2010).

Wajir is the camel capital of Kenya. Wajir Countgtshan area of 56,685sq km with a
population of 670,000 according to the populati@ensus of 2010. It is located
approximately 700km North East of the capital @fyKenya — Nairobi.  Waijir has a
major international airport which can help in theperts of livestock products to
countries such as those in the Middle East. Itas this reason that the County
Government has recently undertaken a major prgedbuilding an advanced abattoir

in the county costing over Ksh 200million (Daily tdan 30 July 2014). Given the
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catalyst role played by MSEs in the socio-econdi&s and prosperities of societies, it
is only appropriate for scholars to understand émérepreneurial behaviors of the
livestock trading firms, their social and econonitstitutional contexts and what

relational practices affect their business perfaroes.

Livestock perform multiple functions in the econoofyNorth Eastern Kenya. Livestock
is source of food, import for crop production awd ertility management, raw materials
for industry, cash income as well as in promotirayirsgs, social functions and
employment. Pastoral livestock trade begins in temallages where “bush traders”
procure animals from pastoral households in looatiand sub-locations markets. It has
been observed that animals change hands sevenligfm® they reach the consumer as
beef as “there are bush traders, trekkers paid deenthe animals, middlemen in the
various markets, brokers, transporters and butcldrsh translates to low prices for the
livestock keepers” (Gathoni, 2014) . These aninadsbrought to primary markets such
as Mandera and Wajir. Garissa is a large secondariet that hosts animals from both
Ethiopia and Somalia primary markets. From Gariggsstock are transported to the
terminal markets of Nairobi and Mombasa. While steek are usually trekked from
village or location to primary markets, tradersclkutheir animals to Nairobi and
Mombasa. Livestock are generally trekked to coastathes, especially when large
numbers of animals are involved. Security and cdstermine the decision to trek or
truck animals. Although trucking is costly, trekgincause serious security risks

(Mahmound, 2010).

52



The County of Garissa which 44,175 square kilonsetgust like Mandera and Waijir
Counties is 90 per cent classified as rangelarateshover 500 kilometers of border with
Somalia and has a population of 623,060 (KG, 20t@.located along Eastern boarder
of River Tana 420 kilometers North East of Nair(dgge Map Appendix Ill). The poverty
level is 55.5% and main economic activities arediock keeping and trading, bee-
keeping, sand harvesting and mixed farming alongaTRiver. (KG Garissa District

Development Plan 2009-2013).

Because of its relative proximity to Nairobi, Monsbaand refugee camps of the people
who fled the stateless Somalia, Garissa has be@magnetic centre for robust and
vibrant networks of livestock cross-border tradarsamels and cattle's, groceries such as
sugar and cereals, all kinds of clothing textil@pparels and veterinary drugs. Due to the
stateless of Somalia, many of the pastoralistgstock herders living along Kenya-
Somalia border, bring their livestock to Garrisea trade so much so that "a Western
tourist in Nairobi who eats at one of the city'pplar ‘Nyama Choma' (barbecued meat)
establishments may be unknowingly consuming meatn fconflict ridden Southern
Somalia. The likelihood is high since an estimatédpercent of the beef consumed in
Nairobi comes from the ungoverned Somalia bordddaand its vast rangelands”, (Little
2003: p83). This has been the genesis of boom ast kusiness growth in Garissa.
Eleven years hence, since 2003 nothing much hasgedda In October, 2013 the
researcher visited Garissa livestock market on &kebhalay and there were 5,200 heads
of cattle at the Market on that Wednesday alongohg of cattle were from Jubaland

region of Somalia.
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Kenya Vision 2030 (p.28) recognizes livestock tradeone of the priority sectors in
“moving the economy up the value chain”. Livestddde and production is one of the
six sectors contributing 57 percent of the coustraDP, and employing half of the
people in the informal sector. The other five @oerrism, agriculture, finance, wholesale
and retail trade and Business Process Outsour@m®@). However, in-spite of this
significant role played by the livestock trade,faomal study could be found on livestock

network trading in Northern Kenya.

According to the records of the Ministry of Liveskoin Garissa and County Government
Authorities there, in 1997, the Garissa market ggrd Kshs. 659.9 million or US$11.8
million in cattle sales alone, involving 90,700 Heaof cattle. In 2009 cattle sales
plummeted to near pre-1991 levels because of ditangBarissa County. To avoid the
effects of the drought, most herders moved theaskiock, particularly cattle and camels
to Somalia, the Tana River District and into prtgdcareas such as the Tsavo National
Park, Kora National Park and Meru National Park liMaud, 2010). This demonstrates
the extent to which livestock sector is vulneraioleehange of climate and requirements

of institutional safeguards.

There are four categories of MSEs traders of catilé camels, besides the pastoralists,
who are the source owners. There are agents whzabeewakils, there are brokers who
are calleddilaals; there are bush traders who are calshacsade duursand town
traders who are calleganacsade Balatand the medium size entrepreneurs who are

known locally asafar jebleor those with the four pockets. The agents, broker the

54



bush traders can be grouped as the micro and wielefarjeblesare the small size

entrepreneurs; opportunities self-employed livdstivaders with deep networks, market
knowledge, financials and social capital. Livesttrelding involves a lot of capital and as
a result some of the traders have to initially @tagents for others (assisting them in
buying and transferring livestock from other masieds brokers in the same market —
building up financial and social capitals in thenfioof trust of entering into partnerships
with others in order to participate in the tradeheTlivestock trade is more than

commercial operations and has social and politieadefits. The cross-border Kenyan-
Somali and Ethiopian clan relationships that alwagder pinned the trade increasingly

giving way to multiple clan business enterprises.

These involve extensive networks of people and teelpuild trust and integration among
them. Most of the livestock are produced by smdil@dder pastoralists and farmers and
marketed by private entrepreneurs operating a rtiagkehain involving collection,
regrouping and terminal markets. The costs andflieid livestock trade are on constant
shift because of supply, seasons, livestock heml¢lies of security, transportations and
handling costs. The two main modes of livestockndpmrtations are trekking and
trucking. The two modes have their own inherentasd liabilities such as security,
routes, loading and offloading charges and numerecsipted and un-receipted charges

by different levels of authorities.

55



Most of the cattle sold at Garissa are destinedN&irobi and Mombasa. Together these
cities, the two largest in Kenya, account for mtivan 90 per cent of the market with
Nairobi alone accounting for about 70 per cent. Wednesday June, 4 2014, the
researcher was at Garissa livestock market antiairday supply of cattle was low, only
few goats and sheep were also brought to the markettraders and suppliers reported
that the prices were low and that was why the ntadggpeared relatively without

animals. As can be seen from the pictures belogui@ 2) only few trucks were at the
market to pick cattle on that day. The quality lo¢ tKenyans trucks as compared with
those used by Ethiopian livestock traders, it ipampnt that the Ethiopian are more
resourced and connected for export markets in tidglel East. It is in view of the

foregoing discussion and contextual circumstanaesd the livestock trading business
in Northern Kenya and the valuable contributiorthef MSES in the sector to the regional
and national economy, that this study found appaterto utilize the theoretical

framework of entrepreneurial behaviour, social @®wdnomic institutions in order to

understand, explain and predict the performanteeoMSEs in the sector.

1.2 The Research Problem

Many studies focusing on the effects of entrepraatbehaviour on firm performance
have argued for direct relationship between the (@ovin & Slevin, 1991; Delmar,
1996, Kirby, 2003). Knowledge of predictors of néun or existing firm performance is
unquestionably of interest to entrepreneurs, tgagheho provide advice to entrepreneurs
as well as to investors in new or existing venturgbe past studies have demonstrated

that entrepreneurial behaviour such as locus ofrebnesource leveraging, thrifty and
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risk taking behaviors have positive effects on featcessful performance. For instance
Dyer, Gregersen and Christensen (2009) found finaus fwith more entrepreneurial
behaviour orientation performed better than thdse were more conservative or were
risk averse. However, it is observed that en@epur behaviour is only one internal
dimension of business performance. An entrepremeay be behaving highly and
appropriately, but his or her business performglgaw even fails because of unforeseen

events or due to institutional factors not conttolé by the entrepreneur.

Firm performance as measured by the ability to gnoat least survive is one of the most
central problems of entrepreneurship because theesestence of business depends on
it. Entrepreneurship research is highly heterogesdwld; every study is more or less
conveniently related to a narrow, single perspecfivundstrom & Stevenson, 2006).
Businesses are entrepreneurial ventures by reasotiteir founders’ objectives. The
ultimate dependent variable is, therefore, firmf@@nance, success in the market place
which is a multidimensional. The major goals cf@@rch on entrepreneurs behaviour are
“to explain, predict and control-shape and changeabiour at the individual and team

level” (Bird et al., 2012).

The individuals are defined by the dispositionstlod entrepreneurs, which are their
abilities in terms of resources, knowledge, slkilel motivation. Past studies have rightly
found that firm performance is not possible withauninimum level of talent, resources
and effort being met by entrepreneurs. Therefoerethis direct interaction between

ability, behaviour, motivation and performance (Dat, 1996, Covin & Slevin, 2001).
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Several studies, however, indicate that the realahg between entrepreneurial behaviour
and firm performance is moderated by institutiac@iditions (Bird et. al, 2012; Covin &
Slevin, 2001). Whereas some of these studies haweeptualized a direct relationship
between entrepreneurial behaviour and firm perfoceathe results from their findings
have been inconclusive (Fisher, 2012; Kirby, 20@@ithermore, many of these studies

focused only on two variables relationship (Or@@08; Khayesi, 2010).

Moreover, there is a dearth of studies examinifg trelationship between
entrepreneurship behaviour and firm performancKenya. Extant studies, utilizing of
diverse models, have demonstrated that the extematonment in form of social and
economic institutions has a strong, if not deterstic influence on the existence and
effectiveness of entrepreneurial behaviour (Covirsl&vin, 1991). Certain institutional
characteristics can elicit entrepreneurial behavawuthe part of business firms. A firm’'s
ability to engage in entrepreneurial behaviour deige in part, on its resources and
competencies. Resources and competencies are timg $wards of a firm’s action.
“They can serve as either facilitators or detegentt entrepreneurial behaviour, and
influence the specific form of entrepreneurshipwhich the firm engages” (Covin &
Slevin, 1991: 15). In a resource penurious envimmm entrepreneurs engage in

behaviours best fitting the circumstances.

These emerging entrepreneurial perspectives inclefectuation, bricolage and
causation (Fisher, 2012). Few of the past studée® lapplied these approaches to help

understand firm performance. Firstly, informatmmthe value chain of the MSEs in the
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livestock sector, including its context is scarfBgcondly, in this study we further take
into account the fact that combined entrepreneuwaia firm behaviors, social and
economic institutions including how industry stwret affects the livestock business
performance in North Eastern Kenya are not docuedknthis study, therefore, intends

to fill this knowledge gap. Local empirical studi@s livestock businesses are rare.

Livestock businesses have specific constraintsrtizgte a study such as this one relevant
research undertaking. Firstly constraint thesestivek trading MSEs face is the liability
of operating in a rural market such as North Eastehere there are few if any “crown
jewels” that is, resources that in the long teram ©e the basis for successful firm
performance. Secondly, a specific challenge fagethbse MSEs is the unique impact
that societal cultural influence, state policiesrket structure and drought have on the
supply chain of their products, the livestock, cleneattle, sheep and goats (Tura et al.,
2012). The products, the livestock themselves hamEue characteristics. During
drought, livestock supply increases owing to dssreales by pastoralists. Unlike other
tradable commodities, animals are alive and haeeiapneeds such as water, feeds and

veterinary care.

Thirdly, performance and survival rates of theseifesses are constrained by human,
physical and social capitals and institutional wesslses. Majority of owners of livestock
trading MSEs in North Eastern have inadequate euuckevels, lack business, finance
and managerial skills and suffer from insufficightysical capital and lack of linkages to

major networks and large business firms (Moham@0dp).
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These challenges give rise to entrepreneurial bebaamong livestock traders that can
best be anchored in theories of effectuation amtblage of entrepreneurial behaviour.
The earlier studies (Fisher, 2012, Kirby, 2003, i@o& Slevin; Delmar, 1996) have

argued that social and economic institutions aie rvederating variables that can affect
the relationship between entrepreneur behaviouffiemcperformance. During the course
of their businesses, firms are shaped — consttaimeg the formal rules, shared
information sequences and often taken for grantemssumptions that are direct from
regulatory structures, government agencies, lamsite and other external and internal
demands of which business firms are expected téooon In this process, firms need
resources to respond to the demands of the mankeinstitutional requirements. The
process of acquiring and using resources to cnesdtee for customers is an expensive,
complex undertaking which could constrain the panance of any firm regardless of the

owners’ entrepreneurial behaviour.

The past studies have focused on single lens peigpe (Pavanello, 2010; Orero, 2008;
Khayesi, 2010; Maalu, 2010). The study by Khay@6i1Q) utilized social capital as its
theoretical underpinnings and found that there diasct relationship between social
capital, resource accumulation and firm performantdee research of Orero (2008)
similarly utilized social capital theory as its thetical anchorage to study traders on the
Kenya-Tanzania border. The study found out thatsike of social and physical capital
of the traders determined whether they used foomahformal trade routes. The FAO
and ILRI study by Pavanello (2010) on general @mges facing livestock trading

businesses utilized theoretical lens of market,usty, structure, conduct, and
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performance (SCP) to examine the livestock marketopmance. The FAO study had

conceptual, contextual and methodological gaps.

The studies by Khayesi (2010) and Orero (2008) dmdextual and conceptual gaps as
their studies were done on areas other than ligkstusiness and did not utilize
cognitive and emerging theories of entrepreneurstup evaluate behaviour and
performance. Firms are like open systems whicleapesed to external factors of which
social and economic institutions are part therelttimately, therefore, firms derive their
resources from their institutional environment. Tiesults of the past studies (Kirby,
2003, Covin & Slevin, 1991; Maalu, 2010) point teetneeds to study the relationship
between entrepreneurial behaviour and firm perfoiweaSuch studies should be done, in
the presence of social and economic institutionsrely firms interact closely in their
day to day activities. On a similar vein it is negsa&y to do the study in the Kenyan
livestock enterprises sector owing to the deartlprefsious entrepreneurship studies of

the industry and because of its rich dynamism.

Against this background, this study addresses thogblighted inconsistencies and
knowledge gaps by establishing the effects of $cm@ economic institution on the
relationship between entrepreneurial behaviour fand performance by answering the
broad question. How do entrepreneurial behavioacjat and economic institutions
individually and jointly influence the performancaf micro and small livestock

enterprises in North Eastern Kenya?
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1.3 Research Objectives
The main objective of the research is to determthe relationship between
entrepreneurial behaviour, social and economiatutgtns and performance of Micro

and Small livestock enterprises in North Easternyée

The specific objectives are to:

i) Establish the relationship between entreprenebghbviour and micro and small
enterprises performance.

i) Determine the moderating effect of social instdos on the relationship between
entrepreneurial behaviour and MSEs performance.

iii) Establish the moderating role of economic inswiél activities on the
relationship between entrepreneurial behaviourM8é&s performance.

iv) Establish the combined effects of entrepreneuealaiour, social and economic

institutions on performance firm of micro and sniatstock enterprises.

1.4 Value of the Study

This study is about entrepreneurship businessmdsaad may be defined as undertaking
systematic investigation to find out about the periance of micro, and small enterprises
in the livestock sector in North Eastern Kenya gssocial, institutional and resource
based perspective. In the past two decades, dabaté the value of business research
has focused on how it can meet the double hurdldediig both theoretically and
methodologically rigorous, while at same time erchng the world of practice and being
of practical relevance (Gibbsons, et al, 1994). piw@ary value of this study rests on the

very heart of the mission of any university schafobusiness which is to create value for



people, societies and nations. Such a missionmeléss. Gibbons et al (1994) in
particular emphasized the concepts of Mode 1 anddvibknowledge creation. Further,
Huff and Huff (2001), while building on the idea Glibbons et al (1994) argued for a

third academic career roads and called it Mode 3.

While mode 1 knowledge production focuses on resear which the questions are
driven and answered purely by academic interestglen? emphasizes a context for
research governed by the world of practice, higitiigy the importance of collaboration
both with and between policy makers academics, @nadtitioners” (Saunders et al

2009:6). Mode 3 goes further and pays more attendn grand theories, and on an
appreciation of the human aspiration, conditiortheesy are and as they might be their
purpose being to assure survival and promote tmenwmmn good at various levels of
social aggregation (Huff & Huff 2001:53). Whereasststudy is an example of Mode 2
of knowledge production, an example of mode 3 kifcknowledge production is the

November 12, 2014 German based European Space Ygént.6 billion Rosetta Space

Mission historic successful landing of the 100kgh®, robot, Philae on the 300 million
kilometer away comet, speeding at 300,000 kilometr hour around the sun, and

weighing 10 million metric tonnes.

In view of systems approach to knowledge develograed accumulation, the value of
this study cuts across all the three Modes of kedgé creation and knowledge
application, albeit to different extent, having endken systematic research into the

performance of the MSEs in the livestock sectoNorth Eastern Kenya in accordance
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with the framework Triple Mode concepts of Gibbatsal (1994) and Huff (2001). The
micro and small enterprises sector in Kenya plagsuaial role in the national economy.
As indicated in 2007 Economic survey, total empleptrecorded in the sector increased
from 3.7million employees in 1999 to 6.8 million #8006, an increase of 84 percent,
while the public and the large private formal se@mployees increased only from 1.74
million to 1.86 million during the same seven ypariod, a mere, 0.07 percent, less than

a one percent increase in seven years (GoK: Bas8linvey, Report, 2008).

The trend of relative employment ratios has renthitee same ever since in favour of
micro, small and medium enterprises. Thereforefopmance of MSEs is seen as a
measure of the country’s economic health, GDP drpvgocial stability, poverty
alleviation and job creation in both rural and urlzaeas. However, MSEs face myriads
of contextual problems that severely constrainirth®ility to be competitive, grow,
survive and even move into the export’ market. M&Es transition from informal sector
to maturity, sustainability, to higher level of fieality is according to the Governments
own and World Bank’s funded MSME’s Competitive faj (2008), critical for growth

and for increased access to market, financial sesyicontract enforcement and security.

For example MSEs are internally challenged by ieegmced management, lack of
financial resources — under capitalization, exazgsacity in the sector; little sector self
regulation and high level of competition. Extergalihe MSEs also face institutionally
embedded barriers with business environment commganeh as licensing, registrations,

taxations and access to finance and market conditiGonsequently, a number of past
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studies have focused on how MSMEs competitiveness erformance could be
improved using institutional framework approach @Wa 2010; Khayesi, 2010; Orero,
2008). The importance of the role and contributioh®MSEs to Kenyan’s economic and
social welfare notwithstanding, comparatively nouam is known concerning how
entrepreneurial behaviour affects performance ofEM®specially in the presence of
social and economic institutional factors actingrasderating variables. The study was
therefore, conceptualized to take into account ragtesocio-economic institutional
factors which may have influences on the entrepneale — MSEs performance

relationship.

The fundamental thesis was that the success anrpance of entrepreneurial
behaviour was contingent upon external social asah@mic institutional environment
and hence that MSE performance was much dependerthe attributes of these
institutional variable dynamics as well as the matof the rural environment in which
they are located. This study, therefore, by thes udfeentrepreneurial behaviour, social
and economic institutional theory and resource dasew as its foundational, anchored
theories to examine the performance of livestoderpnises operating in North Eastern
Kenya will contribute and enrich the theory andcpice of entrepreneurship as a

scholarly domain.
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The growing interest in the study of entrepreneprgha response not only “to the belief
that entrepreneurial activities result in positmacroeconomic outcome but to the belief
that such activities can lead to improve perforneaimcexisting firms” (Covin & Stein,
1991:19), such as those in the livestock sectdlarth Eastern Kenya. The findings from
this study are valuable contribution towards fdlithe apparent knowledge and
information gaps regarding the internal and exteenaironment variables that drive the
performance of MSEs in the livestock sector. Thdiences of this study are academic
institutions, policy makers and practicing entreyn@s. They can put to great use the
findings of this study to achieve theoretical andcgical advantage. With respect to
theory, the study has had more light and new fomusthe role of entrepreneurial
behaviour on business performance and the extenwvhich social and economic
institutional factors moderate their relationstgpsen the rural setting in which majority

of MSEs are located.

This study has specifically integrated the theorms entrepreneurial behaviour,
institutional and resource based view to demoresttedw the independent variables
influence MSEs performance. This perspective hasr#tically grounded influence on
how all the combined variables affect MSEs perforoea This is therefore, an important
contribution to theory development of the discipliof entrepreneurship. Additionally,
this study will improve the scholars understandofgthe concept of entrepreneurial
behaviour from the dimensions of need for achievemenotivation, legitimacy,

opportunity identification, risk taking, locus ofomtrol, tolerance for failure, being

proactive and effectuation behaviour. This studyl Wwirther provide opportunity for
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better appreciation of the concepts examined.dkgected and hoped that this study is of
sufficient quality and scope to form a basis feerkture reviews and provoke future

studies in the field of firm performance and entegyeurship in general.

The value, meaningfulness and usefulness of thidysis not whether it accounts for
everything that is happening in the livestock traéetor in North Eastern Kenya. The
test is whether the study provides a more usefuos lhrough which to view the
performance of MSEs in the livestock sector. Thergst in entrepreneurship policy has
been escalating over the last ten years. One afdhgelling driving forces behind these
interests is the growing body of research on theiomship between entrepreneurship on
one side and economic growth, job creation, firflufa and regional development on the
other. Lundstrom and Stevenson (2006) noted tleatdkearch in three areas can come
together to influence policy thinking in the ardaeatrepreneurship and small business
development: one, research on the entrepreneus résearch on the enterprise and three,
research on the environment for entrepreneurshdglaa includes institutional dynamics

including rural, urban dichotomy.

This study has brought the three areas togethertlaumsl becomes suitable for policy
makers. The MSEs regulatory authority such as Mini®f Trade and Enterprise
Development and the Micro and Small Enterpriseshéuty will be able to develop

institutional frameworks for the MSEs in the livesit sector based on the empirical
findings from the study. Finally this study proggimuch needed empirical information

that can be used by MSEs planning and developngaricees, NGOs and practitioners
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decide to help them improve the performances offitms in the sector. The past
literature examined in the field indicates thatpiesthe importance of MSEs in the
regional and national economy, few studies sintitathis were done on MSEs in the
livestock sector. This study, therefore, provideaci needed, pioneering empirical
information and data that will assist MSEs ownel®syelopment partners, all kinds of
researchers, business students and state ageespsnsible for the development of

entrepreneurship in Kenya.

This study will be useful in enabling MSEs practiters to determine key issues that
enable or constraint the performance of their retspe firms with objectives of

upgrading their performances. Therefore, the stuthkes valuable contribution to
theory, understanding, scholarship, policy making aractice of entrepreneurship and

small business development in the sector of livesto

1.5 Definition of Terms

Bricolage - This is “the make do” approach or logic of midsasinesses which apply
combination of resources at hand to new problemagibrtunities when they are faced
with resource scarcity situations.

Business -is the collection of private, commercially oriented profit oriented-
organizations, ranging in size from one-personrentes, microenterprises, hawkers to
corporate giants.

Conceptual framework - This is the conceptual structure of a study whsbbws the

relationships of the study variables, in this cas&repreneurial behaviour, social and
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economic institutions and the performance of theisd MSEs.

Economic institutions -These refers to the systems, statutory laws amckrgment
policies that direct and influence the way indiatusinesses operate, perform and
ultimately, the organization of business activiilegeneral.

Effectuation — This is the decision logic that is used by MStmers, where they do not
engage in planning or deliberate strategic approdehcausation approach but intuitive
emergent approach.

Entrepreneurs - These are persons who undertake the formation opadation of
enterprises for commercial purposes.

Extrapreneurship - This is the impact a government has at micro aadralevel - both
positive and negative - on the success and faiates of small enterprises.
Entrepreneurial — This is an adjective which describes how theegpméneurs undertake
what they do. The fact that scholars use the adgsuggests that there is a particular
style and behaviour, to what entrepreneurs do.

Entrepreneurial Behaviour — this is the concrete, observable actions ofviddals in
the process of starting business firms, usuallyfifs¢ six years in the life of a firm.
Entrepreneurial behaviour can be at the individuad also at the firm level. For micro
and small enterprises the two are synonymous.

Entrepreneurship — This is the process in which the entreprenemgage through
which new venture are created as a result of thergnise.

Firm performance — This is the operational ability to satisfy thestte of firm’s major
owners in terms of sales, growth, profitabilitynsual and satisfaction.

Institutions — These are the “rules of the game”, the normsviddals follow in their
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daily lives, the formal and informal and their em®ment systems that impacts on
business performance.

Livestock — These are the class of species of animals ugetbimmunities for their
livelihood. The most popular categories are canuatile, goats and sheep.

Micro and small enterprises (SMES - These are classes of enterprises whose
workforce is less than 10 (micro) and have emplsyadeetween 10 and 49 according to
Kenya’s micro and small enterprises Act, 2012.

North Eastern Kenya - This is the region of Kenya comprised of the thteanties of
Garissa, Wajir and Mandera, bordering the RepudfliBomalia.

Organisations — These are the structured groups of individualsnd by a common
purpose to achieve predetermined objectives.

Social institutions — These are communal values and norms among tbplepas
individuals and as groups within society. The rudsome of social institution derive
their legitimacy from the societal culture, religidamily, community, ethnic and gender
based values.

Society —as a community, a nation, or a broad groupingpeafple having common
traditions, values institutions and collective atiees and interests which influence MSEs

performance.
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1.6 Chapter One Summary

This chapter has presented the background of tliy,sthe study variables and analysed
selected yet relevant past studies that have fdcuse entrepreneurial behaviour,
institutions and firm performance. Additionally, laief theoretical examinations, of
particularly institutional theory and entreprendips resource based view as the
foundational theories have been explained. Thisptr has also conceptually and
contextually discussed the study variables stamtiity entrepreneurial behaviour, social
and economic institutions which are the predictariables in the thesis. This chapter
further presented the research problem, researngctoles and the value of the study.
The next chapter two presents the role of micro andhll enterprises in national

economies globally and Kenya in particular.

1.7 Structure of the Thesis

This thesis has seven chapters. Chapter one imesdthe study. The chapter also
discusses the concept of firm performance in thetecd mainly of micro and small
enterprises in North Eastern Kenya. The chapteratew outlines the research problem,
the study objectives and the value of the studpé@ory, practice and in the area of policy
making for entrepreneurship and small businesscyolormulation. Chapter two
presents literature review and conceptual framewdtk traces the concept of
entrepreneurship, entrepreneurial behaviour, s@oidl economic institutional theories.
This chapter discusses the thrust of the subjedtemavarious concepts and their
definitions and their relevancies to the study.réaéier the chapter outlines key issues

on entrepreneurial behaviour, social and econonsititutions. Chapter two also presents

71



empirical literature review and theoretical conceptramework.

The chapter presents empirical literature on ergregurial behaviour, social and
economic institutions and firm performance, sumnarignowledge gaps, the conceptual
framework and the research hypotheses. Chaptege tlpresents the research
methodology and design. This chapter outlines hosvresearch was conducted using

twin survey and case study approaches.

The two approaches presented the respective papuldtame of the study,

measurements, variables of interests, data cale@nd analysis. Chapter four presents
the data analysis, and findings. Chapter five prisseiscussion of the results. Chapter six
presents performance patterns of the case studyiao and small firms; three in

Garissa, two in Wajir and two in Mandera countidsvagreed to participate in the case
study and even provided their financial records tfe purpose. This chapter presents
these cases comprehensively. Chapter seven preéeengsimmary, conclusions and the
recommendations of the study arising from the dai@ysis; case studies, the literature

reviewed and the research findings.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter presents the literature review oncitiecept of entrepreneurship which is
the discipline domain of the study. The chaptentpeoceeds to present literature on
theoretical foundation of the study: entreprendurmicolage, effectuation and
entrepreneurial behaviour and firm performance tieiahip. Further, the chapter
reviewed the literature on the predictor variabbéssocial and economic institutions,
resource based theory and the role of governmeehtepreneurship and small business

development. Lastly the chapter concludes with samgrof literature review.

2.2 Theoretical Foundation of the Study

This study inquired into the performance of micmdamall livestock enterprises in
North Eastern Kenya. Specifically the study exadirhow the performance of the
concerned MSEs are influenced by entrepreneuribbieur and selected social and
economic institutions variables. Earlier studiesfiom performance have acknowledged
the multidisciplinary nature of entrepreneurship arnilized various theories to anchor
their studies (Delmar, 1996; Maalu, 2010; Covin d&eVih, 1991). Theories of

entrepreneurship are defined as verifiable andcédlyi coherent formulations of

relationships that explain entrepreneurship, pteeltrepreneurial activities, or provide
normative actions (Kuratko & Hodgetts, 2007:45)eTdurpose of theories is to explain

real life events, behaviour, facts or phenomernzoirsistent, generalized manner.



Past studies of entrepreneurship behaviour and parformance relationship have
presented the thrust of their thesis within thecepiual framework of several theoretical
foundations in the area of entrepreneurship (Cdvitlevins, 1991; Bird & Schjoel,
2009). These different theoretical perspectivegtmeen used to understand, explain and
predict entrepreneurship and ground the conceptdogical and coherent thoughts
particularly with regard to how the theoretical #sts manifest themselves in practice
as concrete, measurable variables. Theories appiredthe past studies of
entrepreneurship, firm performance and institutioperameters reflect the contextual
issues regarding those studies, where the studs place and the environmental
conditions. The implication of this is that thesean apparent feeling among scholars that
there is no synthesis of “general theory of enwepurship and that most of the
theoretical anchorage applied in the field are &g borrowed as it were, from the
contributions of other social sciences such asraptiiogy, economic history, finance

and management, psychology and sociology” (Kirl)43135).

Entrepreneurship appears in the economic scietezatlire primarily through the writing
of Richard Cantillon (1755). He endowed the concejlh economic meaning and the
entrepreneur with a role in economic developmenantion recognized that
discrepancies between demand and supply in a merk&ate opportunities for buying
cheaply and selling at a higher price and that #ost of arbitrage would bring
equilibrium to the competitive market. The assumptivas that the entrepreneur would
buy products or whatever at a fixed price, haventipeepared or packaged and transport

them to markets and sell them at an unpredictaiblegrtain price.
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People who possessed the motivation and alertnes&é advantage of these unrealized
profit opportunities were called “entrepreneursheTbasic characteristic of Cantillon’s
analysis was the emphasis on risk. Entrepreneubghimderlined is a matter of foresight
and willingness to assume risk. In their influahpaper titled “In search of the meaning
of entrepreneurship” (1989:40), Hebert and Link bagize that theories of
entrepreneurship could be either static or dynaniamly dynamic theories of
entrepreneurship have any significant operationalmmng.” Arguing that throughout
history the entrepreneur has worn many hats angeg@lanany roles. Herbert and Link
identified at least nine distinct dynamic themeghe economic literature regarding the
role of the entrepreneur in society. These are; tree entrepreneur is the person who
assumes the risk associated with uncertainty; tilve, entrepreneur is an innovator.
Three, the entrepreneur is a decision-maker. Ebarentrepreneur is an industrial leader.
Five, the entrepreneur is an organizer and coowlina economic resources. Six, the
entrepreneur is a contractor, seven, the entrepreise an arbitrageur. Eight, the
entrepreneur is the owner of an enterprise and, nineentrepreneur is an allocator of

resources among alternatives uses.

In order to synthesis the Cantillon’s views onrepteneurs as bearers of risk and
uncertainty, Kirzner's view on entrepreneurs as #ssence of alertness to profit
opportunities and Schumpeter's views, entreprenes “innovators” engaged in a
process he called “creative destruction”, Hebertl dnnk suggested a ‘synthetic
definition of the concept of entrepreneurship dse“entrepreneur is someone who

specializes in taking responsibility for and makiinggmental decisions that affect the
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location, form, and the use of goods, resourcesstitutions” (Hebert & Link, 1989:47).

This definition has been cited as synthetic becalugeorporates the main themes of
entrepreneurship: risk, uncertainty, innovationtcpption and change. The definition
nevertheless does not capture all the importaninéise of social development of
entrepreneurship and micro to small business relsashich draw great interests from

scholars, as well as from policy makers in the jgidgctor domain.

Any workable analysis of the concept of entrepresigp must be informed by the

lessons of history. “One lesson to be learned fesonomic history is that the problem of
the place of entrepreneurship in economic and kti@ary is not problem theory per se,
it is a problem of methods and subjects (Hebertigk].1989:48). According to Parker

2004), the chief contribution of the entrepreneutol combine and coordinate factors of
production. The entrepreneur stands at the ceftiieececonomic system, directing and
rewarding the various factors of productions, aaking the residual profits. Personal
characteristics such as judgement, perseverancexgretience required for successful
entrepreneurship would be in scarce supply; pragidiigh profits to those who become

entrepreneurs. As one entrepreneur put it “no ameeat your own lunch for you”.

Based on these discussions, it is clear that aetneprship is a multidimensional,
multidisciplinary field which is critically import& for the welfare and economic
prosperity of society. As such the concept of gmeeeurship is dynamic, situational

dependence and can be viewed using different ttieardenses. Therefore, this study
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has focused on its objectives within the framewafrlentrepreneurial behaviour, social

and economic institutions and resource based vidhedirms as the anchored theories.

2.2.1 Entrepreneurial Bricolage and Effectuation Tleories of Entrepreneurship

The behavioural theory of entrepreneurial bricolagé effectuation endevours to explain
and understand how entrepreneurs behave and harglteation when they are faced
with penurious environment where all kinds of reseuhat they would need are scarce
or highly constrained. Majority organizational emreneurship typically face severe
resource constraints. The majority of new firmsKenya begin with very limited
resources, commonly less than Ksh 35,000 (US$ 400)either with no employees, or
only family member to share the work (GoK, 2008M8Es Competitive Project; GoK
2005 on MSEs). Some firms in high-growth sectorsyniee able to fund their
entrepreneurial activities through borrowings hutrsresources are not widely available
to many firms, new or existing (Deakins & Freel12] Even the very small proportion
of new firms that experience growth, often finddifficult to attract specific human,

financial or other resources when they are neeBledrpse, 1959, Barney, 1991).

Entrepreneurial bricolage and effectuation theordsentrepreneurship attempts to
provide a useful explanation for how entreprenasuiccessfully overcome the challenges
of resources constraints in a highly resource deditvironmental context. In the study of
entrepreneurial persistence in resource depleted aaonstrained environment,

researchers(Baker and Nelson; 2005) have fourtd_thas-Strauss’s (1967) concept of

“Bricolage” often described as making do with “wénagr is at hand” helped to explain
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how firms handled new challenges under stategbit ttesources limitations (Baker &
Nelson, 2005). For many years, organizational ikeohave used open-systems models

for explanations of how firms in resource constedienvironments firm perform.

Baker and Nelson (2005) argued that open-systemdelsiohave generally been
predicated on the insight that organization areirenmental dependent and that it is
hence important and relevant to focus scholarsimigré on an organization’s context and
the pressures and constraints that arise from dbatext” (Pfeffer, 2003:2). Open
systems theories have advantage of conceptualisitpy@End environmental perspective.
By integrating it with an emphasis on variationr@source constraints help deepen the
understanding of institutional dynamics well beyowthiat would be possible with
traditional internally focused managerial modeldeffer, 2003). The open-systems
theories have the problems of sharing the assumphiat the nature of resources is by

and large given and thus non-issue.

According to Baker and Nelson (2005:3) resourceirenments “have a stubborn
facticity, either in the sense of an objective eggl of distributed resources or in the
sense of appearing objective and being taken fantgd by participants”. Resource
remains a reality in the world of business. They @lrjective, definable and independent
of the specific firms embedded in resource envirents. Thus resources “are what they
are and business firms and individual entrepreneitiner have the resources they need or
they do not (Baker and Nelson, 2005). The questien is conceptually how do

entrepreneurial firms overcome the challenges possd resource constrained
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environments? The studies of the concepts of “lagsy’ by Levi-Strauss (1967) and
‘effectuation’ by Sarasvathy (2001) give more preimg how best to respond to such

complex question.

2.2.1.1 Entrepreneurial Bricolage Theory

Baker and Nelson (2005:33) define the term briselag “making do” by applying
combinations of resources at hand to new problemisapportunities. The concept of
bricolage is attributed to Levi-Strauss (1967) wis®ed it to distinguish between the
actions of an engineer and the actions of his haady the “Bricoleur’ (Fisher, 2012).
Baker and Nelson (2005) correctly argued that wkeetrepreneurs are faced with
environment in which resources are constrainedicecdhey are presented with stiff
challenges. Under such conditions, firms have top®ns: One, to seek resources from
domains external to the firms; two, to avoid newll@nges; and three, to enact bricolage
by making do by applying combinations of resoure¢shand to new problems and
opportunities. In the entrepreneurial literaturdcdiage has been used to conceptually

explain new firm performance and market creatioak@ & Nelson, 2005).

One basic theme running through many studies aedham bricolage is the combination
and reuse of resources for different applicatitra tthose for which they are originally
intended or used. This is a common practice inl mommunities of African societies as
it is elsewhere. In their field work, Baker and st&t (2005) confirmed the importance of
the combination of preexisting resources for newrfjoses in understanding bricolage

and extended existing thought in important wayslsiBesses that made do with what
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was at hand appeared to favour recombining exigiegients rather than fabricating
them from scratch. Strauss (1967) concerning tlesolirces at hand’ proposition
observed that the bricoleur — the person engagédxliéolage - possessed set of “odds”
and “ends”. This may be skills, ideas or physiadifects that are accumulated on the

principle that they will be needed some day andebandy.

Penrose (1959) demonstrated the resource envirdramddiosyncratic to the uses firms
make of it and argued that each firm is uniqudsririput/out relationship to its resource
environment. “Not only can the personnel of a firemder a heterogeneous variety of
unique services but also the material resourcéiseofirms can be used in different ways,
which means they can provide different kinds of/®es” (Penrose, 1959:75). Baker and
Nelson (2005) noted the limitations of seeing auese environment as independent of
the entrepreneurial activities of firms embeddeditinThey argued that firms were

substantially different in their ability to surviver prosper given ostensibly similar

resources constraint. In their variations, différerms are bound to discover and elicit

different services and combinations of servicemfsimilar objective resources.

As Baker and Nelson (2005:8) reasoned, the idelariablage also suggest the possibility
that the same resources may be “worthless — eeatett as waste products - to one firm
but valuable to another, especially to the exteat the latter firm can combine what was
heretofore valueless” with its own unique set dfeotresources and services. Therefore,
these characterization of a business firm’s inteamal external resource environment

provide a promising basis for understanding howegmeneurs might access valuable
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resources mix from what initially appear to thehtygresource penurious environments.
It is thus on the basis of these justificationd tifés study has selected entrepreneurial
bricolage theory as one of the anchor theorieh&ae more light on the behaviours of
the owners of MSEs in the livestock sector in Ndfdstern Kenya, who operate in a

rural, highly resource constrained environment.

2.2.1.2 Effectuation Theory

Effectuation process dictates that under conditiohsesource constraints, uncertainty
and dynamic business environment, entrepreneunst addecision logic that is different
from the traditional, causation approach. Instefafbcusing on goals, entrepreneurs pay
attention on the means, the things over which thieepreneur has control; personal
knowledge and experience, skills and social netwodad firm level resources.
Sarasvathy (2001:6) argue that entrepreneurs lirgimess firms with three categories
of “means”. “They know who they are, what they knamd whom they know — their
own traits, tastes, motivation, and abilities; kmowledge corridors they are in; and the
social networks they are part of.” A study doneAmher (2012) on six small firms found
that only two (33%) demonstrated behaviours thatitih causation processes. The other
four firms (67%), demonstrated behaviours in favofireffectuation and against the
adoption of a causal — planned, goal orientedymatuaximize-approach to business firm

development.
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Chandler et al (2011) suggests that the theoryfe€teation has seven dimensions. First,
experimentation, this is trying different approagiethe marketplace before setting on a
business concept in practice. Second, the afftedabs than expected returns. This is
pre-determining how much money an entrepreneurill;ygvto lose and experimenting
within the bounds of those resource constraintsh@i, 2012). Third, Bird in the hand is
better, than two birds or even more in the busimgple. This is emphasizing that
entrepreneurs should start the firms with whatehessical and financial resources that
they have however little. The local communitiesNorth Eastern Kenya have similar

principle: “do not throw away fruits in the bag those still on the tree.”

The basic message is thrift, wise economic apphicadf resources at hand as we are
only sure of what is “in the hand”, not what is ¢luére unrealized. This is in congruence
with the well known concept of ‘financial bootstpapg’. The term bootstrapping

derives its meaning from the expression “liftingesalf up by one’s own bootstraps”,
referring to raising oneself up by one’s own mednsbusiness that means building a

business out of very little or virtually nothing.

Fourth, risk little; fail cheap. This is also inrgruence with the concept of affordable
loss. When money is scarce, entrepreneurs become meative and resource
constraints inspire them. They risk little capitatrementally so that if they fail they fail
cheap and able to recover and start all over adailure should and must never be
‘fatal” — for the firm. Five, strategic alliancesather than competitive analyses.

Sarasvathy (2001) posits that causation modeld) ascthe Porter model in strategy,
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emphasis detailed competitive analyses. Six, fibtyibs a very useful mechanism in
describing the behaviours of entrepreneurs who tipeaceffectuation processes.
Flexibility here concerns with product, and marKkxibility, experimentation and
seeing, what works and what fails. Seven exploitatof contingencies rather than
exploitation of preexisting knowledge (Sarasva2Q1). When pre-existing experience,
knowledge, expertise forms the source of competiéisvantage, causation models might
be preferable to effectuation. However, effectuativould be better for exploiting
contingencies that arose unexpected overtime. Ags8athy put it, “the logic for using
effectuation processes is: to the extent that weccoatrol the future, we do not need to

predict it” (Sarasvathy, 2001:12).

Many theories of entrepreneurship have their onigiaconomics, sociology, psychology
and economic geography, law and anthropology (Pag04). However over the past
decade, scholars of entrepreneurship have begurlogivg specific theories belonging
to the scholarly domain of entrepreneurship. Effatbns and entrepreneurial bricolage
are such two theories. In the real world of busnetere institutional structures and
“rules of the game” are weak or non-existent andoweces are acutely scarce,
destinations as well as paths are often uncleanirepreneurial decision making. “And
when destinations are unclear and there are nxipteet goals, causal road map are less
useful than effectual exchanges of information leetw all stakeholders involved in the
entrepreneurial journey” (Sarasvathy 2001:262).e plast studies of entrepreneurship
have not alluded to the importance and intellecpu@lver of illumination these two

perspectives of entrepreneurial bricolage and &fégion would bring to the theoretical
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anchorage of the field in the context of Kenya'sibhass environment (Orero, 2008;

Khayesi, 2010).

2.2.2. Institutional Theory

Institution theory deals with how various groupsl arganizations better secure their
positions and legitimacy by conforming to the rukesd norms of the institutional
contextual environment (North, 1990). The worksboth Baumol (1993) and North
(1990) have highlighted the relationship betweea thstitutional environment and
entrepreneurship development. North (1990) argoasentrepreneur is the main agents
of change. Business firms founded by entreprenaundsother related organizations will
adapt their activities and strategies crafted totlie opportunities and limitations
provided through the formal and informal institui@ framework. The distinction
between formal and informal institutions is at ttege of the economies of institutions.

The rules that govern social interactions are galyemot limited to formal institutions.

They also include informal institutions. Informalisuggests not following strict rules of
how to behave —whereas formality suggest follovglegr, precise, mostly written, legal,
structural, enforceable rules of conduct (Baum®@R3). The institutions that matter to
individuals are those that they follow-whether fatror informal/cultural. Salitet (2010)
argues that the distinction, between formal andrimél is important when designing
policies that are intended to influence the behavaf people. Entrepreneurs operate in
the context of formal and informal institutionsrri performance decline when formal

and informal rules of the entrepreneurial game dorérlap. This is what is so often
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observed when the formal rules do not reflect tifermal social norms, moral and
conduct. Institutions only affect people’s behaviadnen they are enforced. In situations
where there is no overlap between formal and inébrrmales, and formal institutions

cannot be enforced properly, it is the informaésuthat take priority.

The consequence of lack of or narrow overlap i tti@ enforcement of the formal rules
becomes difficult and expensive. While informal esuloperate at the micro socio
structure level, formal rules operate at macro-fimational level. Broadly institutions
can be grouped into two: social and economic (Mo@ck & Kimuyu, 2007). Social
institutions are informal and relational governartbat fill in the institutional voids
resulting from an inadequate formal institutionafrastructure and mainly draw on
societal culture and religion” (Bruton, Ahlstron &i, 2010). Williamson (2000)
formulated hierarchy of institutions” composed ofif layers of institutions; informal,

formal constitutional, formal regulatory and resmuallocation.

According to Williamson’s framework (2000) informalstitutions is captured by the
norms of micro social structures, formal institasdoy constraints on executive branch of
governments and the lower regulatory institutiogsgbvernment activism and size of
government and finally resources allocation infbtus captured by the economic agents.
Social institutions are part of the wider politiceconomic social, legal, international,
ecological and demographics (PESTLIED) conditiofsttanchor entrepreneurs’
behaviour and the larger ecosystem that constairginforce risking taking, aggressive,

motivational behaviour.
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Whereas institutions are what North (1990) defiasdthe formally humanely-devised
constraints that structure human interactions, raggdéions are the “real hardware”, the
groups of people bound by a common aim to adhesieryiobjectives and goals. Today
it is the new “received wisdom” the view that qtetive institutions are the bedrock to a
nation’s economic growth and high business perfocaasuccessful entrepreneurs who
discover and exploit new business opportunitieseddppn a number of complementary
institutions; informal, formal regulatory and rescei allocation organizations. Economic
institutions are mainly the formal organizatiorey$ and regulations that impact on the
operations and resource mobilization capabilitiefirms. Most of the past studies on
entrepreneurship examined the attributes of indafs, social capital networks in which
those entrepreneurs are embedded, the resourcesatitemulate and the business
opportunities that are available in the competigwvwironment (Kirby, 2003; Stokes &
Wilson, 2006; Covin & Slevin, 1991). However, thestudies demonstrate little
consensus about precisely which institutions amtegWilliamson’s (2008) ‘hierarchy

of institutions’ are important for entrepreneurship

At the same, the institutions favouring self emph@pnt, or micro and small firm might
be different from those engaging in the formatidmew firms which plan to grow to
medium size or even large. The attention of thésis is on MSEs because of their large
number in Kenya’s North Eastern region and potéstgnificance for economic growth,
wealth and employment creation (Birch, 1979; StprE§94). Many of the incentives
underlying value-adding behaviour depend on thdityuaf institutions. Therefore, this

study has utilized institutional theory as onetsttheoretical lens for the research.
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2.2.3 Resource Based Theory

Resource based theory of firm performance is ameasingly utilized theoretical
foundation for entrepreneurship research and finateyyy. Resource based view (RBV)
is the ability of firms to attract key resourcesl arse such resource as personnel, finance
information and material resources in flexible camations (Barney, 1991). RBV offers

a theoretical basis for importance of various kirafsresources to firm’s overall
competitiveness and performance and suggests thrisr firm performance is a
function of resources that are valuable, rare, itaibhe and sufficiently organized to

develop and sustain the firm’s competitive advamtag

This is what Barney (1991) called the VRIO framekvoFhese four characteristics of
resources being valuable, rare, inimitable and sudsstitutable have been considered by
many entrepreneurship and management scholarsraegst assets that, if properly
mobilized, improve a firm's performance and sust@nd build its competitive
advantage. RBV, though relatively new to the fiefdentrepreneurship, addresses some
of the most fundamental questions of firm perforogarwhy is one firm more profitable
than another and what makes a firm’s competitiveaathges sustainable (Barney, 1991).
Penrose (1959) describes the state of a firm niigh@st a unit, but also a group of
resources. Frequently, the term resource is limiedhose attributes that enhance
efficiency and effectiveness of the firm (Miller & amsie, 1996; Prahalad & Hamel,
1990). The approach to venture creation process madagement is based on the
interactions of four contingencies (Wickham, 200%)contingency is simply something

which must be present in the process but can nalkpearance in an endless variety of
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ways. The four contingencies in the venture creatiod management are entrepreneur, a
market opportunity together with relevant interplafyinstitutions, a business firm and
resources to be invested. Wickham (2006) arguds ttie entrepreneur is the individual
who lies at the heart of the entrepreneurial prect is, the manager who infact drives
the whole process forward. Entrepreneurs in MSEsiagly although in many occasions

entrepreneurial teams are important.

On the other hand a market opportunity is thelgépn a market by those who presently
serve it. It represents the potential to serveacusts better than they are being served at
present. The entrepreneur is responsible for sogniine business landscape for
unexpected opportunities or possibilities that dbimg important “might be done
differently from the way it is done at the momend anitially, better than it is done at the
moment” (Wickham, 2006: 223). Business opportusitege functions of institutional
interactions and the improved way of doing somethis the innovation that the
entrepreneurs bring to the market operating undgyen set of institutional enabling or
constraining influence. The third and final coningies in the entrepreneurial process of
venture creation and firm management are the fiums$ resources. In order to supply
goods or service to the market there is need to plad coordinate the activities of a

number of different people (Stokes & Wilson, 2006).

This is the function of a business firms that gumieeeurs create. Firms can take on a
variety of forms. Forms different firms take wilepend on a number of factors, such as

their size, age, their rate of growth, industryytleperate in, the type of products or
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service they deliver, the resources and competemdithe entrepreneurs. Barney (1991)
posits that the premise of the resource-based 1gethiat firms differ in fundamental

ways because each firm possesses a unique buntlegible and some intangible assets
and what Prahalad and Hamel (1990) call organizatioompetencies and capabilities.
Resources are anything or quality that is usefulftvancing a firm’s objectives. Barney
(1991:33) defined firm resources in general as &slbets, capabilities, competencies,
organizational processes, firm attributes, infororgtsocial networks, knowledge, and so
forth, that are controlled by a firm and that eeathle firm conceive of and implement

strategies designed to improve its performance,ishés efficiency and effectiveness.”

Firms, besides tangible resources, also have iittiengssets. Examples of intangible
assets are the reputation of the firm and the prgneur, brand names, cultures of the
firms, technological knowledge, patent and tradémaiOthers include accumulated
declarative knowledge, learning and experienceha dector. These assets often play
important roles in firm performance (Barney, 199W)ontgomery (1997) argues that
intangible resources have unique attributes. Thgortant property of intangible assets is
the attribute of not being consumed in usage. Ipfliag indeed judiciously, some
intangible resources can grow with use rather thlaink. For this reason, intangible
asset can provide a valuable base for firm betegfopnance in terms of expansion,
growth and profitability (Barney, 1991). In additido tangible and intangible resources,
the other category of resources is firm organizetiocapabilities or competences

(Prahalad & Hamel, 1990).
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As the resource-based view of the firm has develppédferent researches have used
different terms to describe entrepreneurially andtsgically relevant financial, physical,
individual and organizational attributes (Barne991). Wernerfelt (1984) was one of
the earliest scholars to make reference to orghoim attributes and who simply called
them “resources”. Whereas Prahalad and Hamel (1888gribed internal attribute of
firms core competencies, Stalk et al (1992) in sahosely related work, called them
core capabilities. Thus firm capabilities and cotapees are not factor inputs like
tangible and intangible assets. Rather they arepnrcombinations of assets, people,

tacit knowledge and processes that firm use tesfoam inputs into outputs.

According to Montgomery (1997) the value of firnYesources lies in the complex
interplay between the firm and its social and ecoieenvironment. Value is created in a
firm’s output when the firm’s products are demanteghly by the customers, when it
cannot be replicated by its competitors and wherptiofit it generates is captured by the
firm. Finely honed capabilities can be a sourcdiigh performance (Kirby, 2003). The
list of firm capabilities includes a set of ab#isi describing efficiency and effectiveness
such as being faster, cheaper, more responsiveghigality and better customer service
than can be found in any one of the firm's actegtifrom product development, to
marketing, to distribution. Despite the significartallenges associated, entrepreneurial
with RBV as an approach to understanding entrepirgadefirm performance still
provides convenient theoretical framework for asmlyof the internal sources of

organizational performance and competitiveness.
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RBV'’s two critical assumptions that firms have difint resources and capabilities —
firms resources heterogeneity and that these diffeys can persist overtime — the
assumption of resource immobility are both usedold of understanding why different
firms perform differently. Firm attributes such esiployee empowerment, firm culture
and teamwork have been also identified, using &mguage of RBV, as economically
valuable and thus as “sociality complex resour@ssthey are rare and costly to imitate
(Barney, 1991). Based from the foregoing analysid discussions, this thesis felt
justified to have applied the resource based vieorty as one of the anchor theories in

its broad theoretical groundings for the study.

2.3 Entrepreneurial Behaviour and Firm Performance

Research on business performance is one of theslafgglds in entrepreneurship and
small business studies. This is because of thertiaapoe both entrepreneurship scholars
and policy makers together with entrepreneuriatiiraners attach to firm performance
(Rwigema, 2011; Covin & Slevin, 1991). Despite thereasing number of empirical
studies addressing firm performance, how diffeqmetictors are related to subsequent
performance is unclear (Delmar, 1996). Althoughsitnot easy to compare findings
across studies which many a times are inconsisteete is a general contention that
entrepreneurial behaviour is positively related fiton performance not taking into
consideration the economic and social institutiassmoderating variables (Covin &
Slevin, 1989). As they say in the military acadesnigou cannot hire other people to do
push up for your”. Researchers have studied snmail jerformance either as the ability

for the business to grow, survive, entrepreneussllef satisfaction or financial
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performance (Miller & Shamsie, 1996). Small firmavk what one might call human
scale, that is “a size at which it's still possildte an individual to be acquainted with
everyone else in the firm, still possible for thener / manager to meet with new hires,
still possible for employees to feel closely cortedcto the rest of the firm”

(Burhingham, 2005). Because of the “"human scdiec&f measuring performance of
small firms using non-financial factors have higalidity rating. The selections of

measures of performance often influence the firglimiga study, both in which predictors

are found to be relevant but also their impact erfiqgmance.

Researchers have categorized entrepreneurial lmelmavinto three main categories
(Covin & Slevin, 1991; Schafer, 1990). The firstemory concerns with studies that
made intuitive assumptions about how firms can beranore entrepreneurial by
overcoming the natural barriers to entrepreneurshych as risk aversion, lack of
resources and skills. These studies suggest thaépeeneurial behaviors such as
motivation, commitment, achievement need, oppotyuidentification and resource
leveraging behaviours, organizational structur@namg and championing behaviours
are directly related to firm performance (Covin &8n, 1990; Schafer, 1990; Hisrich &
Peter, 1986). The second category to entrepretebghaviour studies examines
empirically how entrepreneurial behaviours wereoeisded with firm performance.
These studies reached inconsistent findings, howewth some studies concluding that
entrepreneurial behavior was strongly and positiadsociated with firm performance
(Wiklund & Shepherd, 2003), others detecting onlywaak positive association

(Lumpkin & Dess, 2001) and still others uncoverimg significant relationships (Covin
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et al., 1994). Accordingly, entrepreneurial bebavias been defined in a variety of ways
by scholars, “you can see entrepreneurial behawdwen you see it” (Kirby, 2003;
Stokes and Wilson, 2006). However, entreprenetealaviour is a firm behaviour that
emphasizes the motivation, risk taking, aggressmpetitiveness, achievement need,
effectuations decision making, legitimacy and opgpaty identification behaviours,
among others. Kuratko and Hodgets (2007) argue eéht&tepreneurial behaviour is a

‘mind set’ as starting a new venture demands nf@e just an idea.

Creating successfully a new firm requires a spgogbkon, an entrepreneur, who uses
sound judgement and planning a large risk takingenidure successful growth and
survival of the firm. Cooper (1992) points out tleballenges to predicting firm
performance include the entrepreneur’s behaviowr emotive, scarce resources, the
diversity of the firms themselves and the environtak— institutional effects. Further,
Cooper suggest that entrepreneurs with more optimisehaviour and resource
accumulation tendencies are a better predictorirof performance not withstanding

social networks.

Studies have, however suggested that the relaipih&tween entrepreneurial behaviour
and firm performance are particularly strong amamgall firms because smallness
fosters the flexibility needed to make entrepreraunitiatives successful (Wiklund &

Shepherd, 2003). This argument is consistent wilncR et al. (2009) meta-analysis
results, namely that the association between enrimeprial behaviour and performance

was strongest among small firms as the individuélepreneur’s behaviour or business
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actions are synonymous with those of the firms. i&ronor a small business owner is an
individual who establishes and manages a businassfér the principal purpose of
furthering personal social and economic goals. Asdstrom (2005) points out the small
business owner perceives the firm as an extendidnsoor her personality, behaviour,
thus intricately bound with family needs, wants as@irations. Based on the view of the
entrepreneur and small business owners as indigidudo specialize in taking
judgmental decisions about the coordination ofrse resource, entrepreneurial
behaviour may be taken as an extension of the paligptraits, dispositions and infact
the behaviours of the small owner managers. Ndyusaich behaviours will have
significant relationship with the firm performan@@asson, 2003). Casson (2003) argues
that the characteristics of a judgmental decisibraro entrepreneur are important and
useful to the understanding of entrepreneurial bielia A judgement decision is defined
as one “where different individuals, sharing thensaobjectives and acting under similar

circumstances would make different decisions” (6as2005:21).

Different entrepreneurs would make different dexisi to attain the same objectives
because they have different perceptions of thetsitinal context arising from different
access to information. While examining the influeraf entrepreneurial behaviour on
performance, different studies have applied varietly methods to determine
entrepreneurial behaviour (Covin & Slevin, 1991 xBa al., 1994; Delmar, 1996). One
of the popular conceptual frameworks used to determthe dimensions of
entrepreneurial behaviour is that of Covin and BI€¥991). Using this framework in

which entrepreneurial behaviour was conceptualagdan outcome of risking taking,
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innovation and proactiveness was found to be mosgipely related to performance of
large firms than MSEs. The performance of MSEs wase related to motivation,
competitive aggressiveness, autonomy, social né&twand resource leveraging

behaviours than risk taking and innovation (Borlet1994).

Different studies have also applied varying numifatems for each dimension and also
measurement scales. Literature has demonstratéd.iteat type scales have been the
most common measures of entrepreneurial behavamstiucts (Box et al., 1994; Wood
2006; Smith & Recce, 1991). Some of the often céetitepreneurial characteristics that
positively affect firm performance are the numbérpartners, education level and
managerial or industry experience of the entrepreri®94). Firms of entrepreneurs with
higher education and greater industry experience te perform better than firms of less
educated and inexperienced entrepreneurs. Botleritrepreneur’s and the firm's age

have also been found to influence performance asuned by growth of the firm.

Younger firms and entrepreneurs have been fourzetmore likely to grow than older
(Box et al., 1994). Several studies have also shibxahan entrepreneur’s motivation has
positive influence on firm performance (Delmar, @R9nterestingly, however, a number
of studies have found no relationship between rfeegchievement, locus of control,
risking taking, competitive aggressiveness and foenformance. Instead these studies
have found that most important environmental vadesbvhich are significant predictors
of firm performance are quality of institutions, rket structure and industry (Box et al.,

1994; Covin et al, 1994).
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An unidentified constructs known as moderatorshateeved to influence the relationship
between entrepreneurial behaviour and firm perfogeaBased on this background on
the importance of entrepreneurial behaviour in ‘Brigrowth and survival, together with
the inconsistent position regarding the effectseofrepreneurial behaviour on firm
performance, this thesis is motivated to inveségae role of entrepreneurial behaviour

among MSEs in the livestock sector in the Northt&asKenya.

As the literature suggests, whereas entreprenebghbviour is necessary for firm
performance, it is not sufficient. Therefore, basaedhe foregoing discussions, literature
review and the objectives of the study, this thesakes the hypothesis 1: entrepreneurial

behaviour positively influences firm performance.

2.4 Entrepreneur Behaviour, Social Institutions andrirm Performance

Institutional perspective of entrepreneurship anthlk business research is a popular
theoretical foundation for investigating creatioh rew firms, their growth, survival
entrepreneurial behaviours and firm performanceif@r et al, 2010). Social institutional
theory is concerned with cultural and networksuefices that promote firm performance.
The social institutional perspectives direct aitanto the rules, norms and beliefs that
influence the performance of business firms, thetivaton of the owners and
employees. That firms are both constrained and ledaby the institutions in their
environment has been widely acknowledged in tlegditire (Scott, 2007; Bruton et al.,

2010).
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The social institutions and networks are factoed tiave been widely acknowledged to
define and limit entrepreneurial opportunities déinerefore affect the rate of growth and
profitability of firms. Typically, researchers hagenceptualized institution as national,
macro-level variables. However, Wicks (2001) aggtet institutional theory could also
be a micro-level variable influencing the behav&of individual entrepreneurs. Social
institutions are the individual level informal arelational governance that take the place
of formal institutional arrangements and fill thapg. They draw on religion, community
values, beliefs systems and culture. The effeic$®@al institutions on firm performance

can be examined from two approaches.

The first, dealing with the differences between ividbial entrepreneurs — the
individualistic perspective and the second the aegii differences — the social
legitimization perspective (Delmar, 1996). In thase of individual differences, it is
assumed that it is those individuals who have reote=preneurial values are more likely
to behave entrepreneurially and thus whose firntispgrform even better. In the case of
the social legitimization perspective, Goll and Reed (2004) reckon that the prevailing
social institutional beliefs, tradition and valuEmstitutes a social norm-base that enable,
or restricts entrepreneurial behaviour regardidsthe values and beliefs held by the

actual entrepreneurs.

The earlier studies have examined the moderatifes rof social institutions on firm
performance. In one such study, Goll and Rashe@@4{2inquired into how business

environment such as the social institutions infaeefirm performance. Their study found
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a significant moderating effect of social instituts on the aspects of business
performance. Delmar (1996) in his influential stfdynd that the relationship between
entrepreneurial behaviour and firm performance @lenated by social and economic
institutions in the form of external environmentodérating variable is described as a
variable that modifies the original relationshipvieeen an independent variable, in the
case of this thesis, the entrepreneurial behadadrthe dependent variable, in this case,
firm performance. This means that the effects ofregmeneurial behavior on firm
performance depend on the value and direction cikmstitutions. This simply means
that an entrepreneur with superior entreprenebealaviour and with the relevant high
supportive social institutions will perform bettdran a high entrepreneurial individual

who has relatively less supportive social institag at both macro and micro level.

Just like entrepreneurial behaviour, the positivaearating effects of social institutions
on firm performance are not universal. Some soicigfitutions have strong positive
influence; others have weak effects while stillasthhave negative influences on firm
performance (Covin et al., 1994). Rules and naitmas individual follow in their daily

lives, whether formal or informal, and their enfmwent characteristics are what
constitute institutions. Thus, firms perform bet@d entrepreneurship would flourish in
a given context when there exist sufficient ruled aorms of good quality in that social
environment. Conventional wisdom suggests that fperformance or total factor
productivity (TFP) represented by Y(sales) is actiom of the owners entrepreneurial
behavior(B), the nature of the social and econoimstitutions(l), the average rate of

profitability of the firms in the sector(R), andetffirms level characteristics including its
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resources(X) (Parker, 2004) that is, Y = f (BRI, X). Thus Parker (2004) argues that
social institutional quality variables not only edts firms total factor productivity but
also the productivity and size of factor inputstswis human and financial capital of
small firms and that social institutions affect irewth and survivability of MSEs much

more than factors such as geography and trade.

Two of the key determinants of a firm’s performamace the amount of resource its able
to accumulate as a start capital in the form oéricial, human and physical and the
entrepreneurial values of not only the owners Buth@se who are part of the firm’'s
business and social networks. Both the entreprealevalues of business owner,
managers and their networks are embedded in cencoeigoing systems of social
relations and these relations facilitate and camnstagents’ profit and rent seeking
actions. One of key challenges facing small firsidack of resources: finance, human

capital, information, markets, partners, busindeas, social and even moral support.

In order to overcome this resource deficit limaati small business owners devote
themselves to pursuing instrumental utilizationsotial institutions by using personal
relations and networks for the purpose of resonorabilization (Kirby, 2003). Resources
embedded in social relations are called socialtahprhis social capital defined as
networks of relationships and assets located isetheetworks (Coleman, 1990; Burt,
1992) has been found to have positively moderainilyience on firm performance

(Baker, 1990).
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Documented work and business related to sociakalaipi Kenya can be traced to the
national motto ‘harambee’ - self-help movement whioegan in 1960s (Kirori, 2011).
The termharambeegis a Swahili term that literary means ‘pullingy&ther’. It is Kenya’'s
national tradition of community self help events.iff@ent social groups and
communities are encouraged to “put their mindsttugrefor a developmental cause” and
raise resources for various projects and activiBesiness performance is dependent on
the availability of resources. Firm resources ideluall assets, capabilities, firm
attributes, information, knowledge and social ap(Barney, 1991). However, direct
control of all needed resources is not essential siaccessful entrepreneurship as
entrepreneurs can ask their friends, families asnounities to provide the resources
they need to exploit business opportunities. Theetldimensions of social institutions
are relational (trust, norms), structure (ties, thbe strong or weak) and cognitive
(shared values) (Coleman, 1990; Gedajlovic et a&@132 Thus social capital
heterogeneity among entrepreneurs leads to difiated firm performance because of
individual’s position in the social space and haaial relations favour purchase and sale

decisions of entrepreneurs (Batjargal, 2000).

The main finding of Batjargal (2000) is that retetal and resources embeddedness has
direct positive effect on firm performance and tbecial institutions moderate the
relationship between entrepreneur behaviour anfbymeance. Two of the cornerstones
of social institutions as “a rule of the game @efde” are ‘trust and ethics’ in business. A
conventional wisdom holds that to trust is humad awerwhelmingly human beings are

morally upright, trusting and ethical in their d@yday interactions. Thus trust improves
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business performance. In rural communities whergrnitya of MSES operate, trust is
highly regarded value of entrepreneurs. A growintgrest in building trust between

organizations stems from the belief that trust ecka business performance.

According to Powell (1996) for instance, trust Hamen identified as an important
component which makes partnerships, strategicnalis, loans and credit transactions
and networks of small firms successful. Fukuyan®®%) argues that trust is also of great
relevance to business in the®dentury because the maintenance of consistertgylyhi
quality; which is an important source of compe@tess, is easier in high-trust
production system than in a low-trust one. In Fag's study (1995), as with others,
the link between trust as a moderator and busipegsrmance is plausible. Opinions on
trust and ethical behaviour are foremost socialljucally determined (Frederickson &

Ghere, 2007).

Traditional wisdom holds that conventional ethicehsoning is grounded on loyalty,

trust, respect and commitment to the values ostiweal groups or networks. In one study
Menzel (1993) asked the question “Do trusting, aathclimates of public organizations

reinforce or detract from organizational values hsugs efficiency, effectiveness,

excellence, quality and teamwork?”

He hypothesized that as the ethical climate of agamization becomes stronger,
organizational performance values such as custaraee, efficiency, effectiveness,

teamwork, excellence; and quality will be stronglypported. His findings accepted that

trust and ethical climate have important positiveoderating influence on an
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organizational performance. Business is all abafluence and therefore, within the
dynamic business environment, social institutiorith whe domain of culture, is the
single variable that affects every facet of anyegmise. Timmons et al. (1985), for
example postulated that certain Chinese sociaitutisinal values are in direct conflict
with traditional agreed upon entrepreneurial betawiand thus negatively affect firm

performance.

The hypothesis that social institutions may enhaneecourage or inhibit firm
performance is well documented (Maysami & Coby, 889 Shapero (1984) concluded
that social institutions are explanatory varialftesfirm performance, the entrepreneurial
activity or the lack of it. For instance the sodadtitutions of some societies consider
business and riches as unholy activities and se@mineurial behaviour is also frowned
upon (Becker, 1956). In such societies social tutstins are not supportive of firm
performance and therefore regardless of the emineprial behaviour of the firm owner
managers, the outcome of the firm would always destrained. Lack of informal yet
enforceable mechanism for business contract resolig one such problem in rural areas

and with MSEs (Kirby, 2003).

The role of social institutions in firm performanée ambiguous (Menzel, 1993,
Fukuyama, 1995; Coleman, 1990). It is apparent fuene studies suggest strong
positive moderating influence of social institutiem firm performance while others
suggest inhibiting influence, while still otherggest weak association.

The contradictions suggest that firm performance msilti-dimensional, just as
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entrepreneurship as a discipline (Kirby, 2003; 8ol Wilson, 2006; Parker, 2004).
Thus, some of the past studies have suggestedefurgsearch on the effects of
contextual social institutions on business perforoea(Baker, 1990) and determined
whether certain variables, could moderate the eftécentrepreneurial behaviour on
performance. Based on this background, and theatitee reviewed, this thesis has
investigated the moderating influence of socialtiinsons between entrepreneurial
behaviour and firm performance and makes hypoth&siSocial institutions moderate

positively the relationship between entreprenedrédaviour and firm performance.

2.5 Entrepreneurial Behaviour, Economic Institutiors and Firm Performance

The theoretical literature identifies economic itogions as one of the key sources of
firm performance — growth and survival rates d#fgials across-countries and even
region within countries. Most generally, Parentd &mnescott (1994) argue that broadly
defined economic institutional factors moderate riflationship between entrepreneurial
behaviour and firm performance. Other studies Haeesed more on the relationship
between firm performance and the influence of dmeeiconomic institutions such as
credit agencies (Banerjee, & Newman, 1993), cohteaforceability (Acemoglu et al,

2006), investor protection and cost of market entdmmander and Tinn, 2008).
However, while these bodies of studies hold tha@aginstitutions should imply great
firm performance, the literature also suggests that moderating role of economic
institutions between the relationships of entrepueial behavior and firm performance
are not necessarily monotonic and linear.

The term ‘economic institution’ is used in this sfee with two different, yet related
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strands of meanings. First the economic institgtioo use North’s (1990) description are
the ‘rules of the game’, the game of entrepren@urcerning for example the impact
government business regulations have on the peafiecenof small firms (Kirby, 2003);

property laws, the laws of contracts, the regufetion financial borrowings, and the

rules of the goods markets.

Besides these, other rules that influence firmqyerénce include those of firms in the
industry, business associations, trust, labour etarleducation and innovation systems
(McCormick & Kimuyu, 2007). That the quantity andatjty of these ‘rules of the game’
in a country or in a particular region of a countnfluences a firm’'s business
performance is well acknowledged in the literat{Nerth, 1990:3). Legal institutions for
example such as corporate laws regulate the irteetaionship of firms and their
relationships to shareholders, providing legal amdulatory regimes for corporate
operation (Commander and Tinn, 2008). Whereasigallitnstitutions help establish a
stable, predictable social structure that fac#gaeconomic exchanges among firms,
economic institutions such as the infrastructurdif@ancial capital distribution influence

firm’s access to resources and their operationioasiarket.

Porter (1990) argues that a competitive advanta@ients originates in the national local
environment in which the firm is based. Porter obse that despite the ability of
business firms to transcend national or regionatketa, competitive advantages in
particular industries is often strongly concentate one or two locations. Firm’s home

region or nation plays a critical role in shapingrepreneurs motivation, behaviour and
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perceptions about the opportunities that can beloggd in helping resources

mobilization and in creating pressures on the fionperform better. Porter identifies for
attributes in a firms home market which he colldiy called the “diamond” that

promote or impede a firm’s ability to achieve comipee advantage and higher levels of
performance. The four economic institutional atités are factor conditions, demand
conditions, related suppliers or support industaesl strategy, structure and rivalry
(Porter, 1990). Deaton (2013), the Nobel Prize nemin Economics, 2015, also
advanced the empirical argument that institutionguality, government capacity are the
dominant determinant of not only national incomeé those of firms and also human

health (Deaton, 2013).

The primary concern of ‘economic institutions’ isoait resource allocation and creation
of incentives in the market place. The second dtrah the meaning of economic

institutions is where the term ‘institution’ is wsénterchangeably ‘with organizations’.

The two terms McCormick and Kimuyu (2007) reckomatfhalthough related, are not
however, identical in meaning. Organizations anecoete, physical structures which are
the embodiment of the ‘rules, values and laws’ha&f group or society (Commander &
Katrin, 2008). McCormick and Kimuyu (2007:12) argtmat organizations are bodies
formed to carry out and “referee the players” usihg “rules of the game.” Thus if

government agencies, the markets, financial ingitg and business association for
instance have “rules” governing their interactiotigy require various organization to
implement and enforce the provisions of those rulesthis thesis therefore the term

economic institutions is used to mean both strasfdsneanings and institutions and
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organization are applied interchangeably. Entregugal behaviour will benefit from
favourable economic environment that is suppordivthe efforts and the motivations of

the entrepreneurship.

The results of a number of past studies are inosha because of the heterogeneity of
economic environment of businesses in differenioregand countries (Covin & Slevin,
1991). The past studies suggest that economictutistis matter and show that the
relationship between entrepreneurial behavioutitut®ns and firm performance is non-
linear and non-monotonic (Olper, 2001). The ecomomstitutions that provide the
necessary incentives to moderate entrepreneurl@viomur and business performance
include the government, the markets, the businessocations, laws and the
macroeconomic policies in general. Therefore, drepreneur can display high degree of
entrepreneurial behaviour yet the business perfqrowly because of the effects or
incentives of the economic institutions or orgatima which are beyond the control of

the entrepreneur (Kirby, 2003).

Bhagat et al. (2010) argues that robustness of gesment theories, need to be further
examined in various economic institutional conteXtsis thesis attempts to address the
critical question in the entrepreneurial behavititerature that: what is the role of
economic institutional environment in affecting foemance of MSEs? Agency theory
and Resource Based View (RBV) are two dominantrteedn explaining entrepreneurial
behaviour — firm performance relationships. Largm$ face problems of agency costs

which MSEs do not. Agency costs are costs thae avisen individuals act in their own
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self-interests, rather than acting to maximize fiperformance (Montgomery, 1997).
Agency costs are therefore common throughout “garmization whenever there is a
divergence of interest between shareholders anchgeas’ (Montgomery, 1997:110);

senior, managers and other employees.

Principal-agency conflicts are rare in MSEs becaigbe small size of the firms and the
number of employees. Thus the utilization of agesag resource based view theories in
some of the past studies to explain firm performea(i@hagat, et al., 2010). Agency
theory views organization as a nexus of contraetsvéen principals and agents, and
argues that because of goal congruence and cldagomships between owners,
managers of MSEs and employees; principal-agerfticiois reduced in MSEs and leads
to higher performance (Bhagat et al., 2010). RBWISEs research on the other hand
argues that close friends, social network involveitelps develop firm resources and

capabilities that contribute to firm performancer®n & Hitt, 2003).

Some studies of small firm performance find thathsbusinesses possess hard-to-
duplicate capabilities such as trust and reputatidegrity, commitment to relationships
and human capital (Sirmon & Hitt, 2003). RBV ren@gs the important of institutions
to firm performance (North, 1990). An institutioaded view focuses on the
embeddedness of firms in the institutional envirenmiIn their study of barriers to small
firms in Nairobi’'s garment industry, Ongile and MaGick (1996:49) argue that six
institutional factors determined the growth of famThese six factors are an

entrepreneur’s attitudes towards risk, demand dodg, and services, economies of scale
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(firm size), various government policies, accessaltkinds of resources and finally the
entrepreneurship traits of the individual firm owneanager such as alertness to
opportunity, creativity and willingness to thinkgband take some risks. According to
Ongile and McCormick (1996) the number one batodahe growth of small firms in the

garment sector in Nairobi was weak demand andsikatut of eight cases cited it as the

most inhibiting factor to firm performance.

Whereas entrepreneurial trust and business owmesponses to risk are rooted in
entrepreneurial behaviour, government policies @odess to resources belong to
institutional contextual domain of business. ThgesBaumol (1990) argues cogently,
societies everywhere are not short of entreprenasirthey are an outcome of normal
social and economic needs of people, but whatdleeyhether productive, unproductive
or destructive greatly depends on the incentivevard structure of the economic
institutions in a given country or region. Natioiffer in their economic success through
the performance of business firms because of tH#ferent social, economic and
political institutions, the role influencing howaleconomy works, and the incentives that
motivate people. The economic institutions of aietycare key determinants of the
outcome of the ‘game of entrepreneurship’ as toggther with the political institutions
fix the rules that govern incentives that influeniben performance (Acemoglu &
Robinson, 2012). However the rules and institutan cut in both ways and become a

‘double edged sword’ to firm performance (Khay@§€i10).
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In a personal communication, the chairman of Kelageex Bureau Association (KFBA)
informed that if it were possible many small busses would opt to remain informal
because of the huge costs of becoming formal, texgid with the relevant regulatory
organizations. He said the costs of shifting frohre tinformal sector operating
unregistered to the formal sector includes annubkaiption fee, Ksh 75,000 with the
KFBA, annual licensing fee with the Central Bankkafnya 75,000, annual licensing fee
with the county governments of similar range, iaswe and security fees, KRA tax,
National Health Insurance Fund (NHIF) and NatioSaicial Security Fund (NSSF)
charges and other miscellaneous fees including tgogovernment charges for using

billboards, add up to over 35 percent of businggsaiing costs.

Many owners of MSEs in Kenya argue that as it i tfte combined psychological, time

and financial costs of formalizing micro and snialksinesses far outweighs the benefits
that accrue to the owners. Only the most motivatetlambitious are willing to persevere
with all the web of the compliance costs. Thus, KIRBA case one example of negative
aspect of regulatory institutions on firm perforroanand the concerns are similar in
every sector in Kenya. In spite of these cost coref business firms, the literature
strongly suggest that the performance and competdidvantage of MSEs and their
motivation to take risks, innovate and improve ithperformance depend on the
availability of supportive and encouraging econonmstitutions and public, state

services (Kirby, 2003). Therefore it is not surjris to observe that some region
experience a greater abundance of small busine$ses others and higher firm

performance, firm growth and profitability. Econaminstitutions such as large firms,
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financial organizations play a large role in tregard (Banerjee & Newman, 1993).
Majority of past studies particularly on firm contippge strategies used the constructs
“external business environment” and “large organirel performance” to examine the
moderating role external institutions played orf@nance (Aosa, 1992; Waweru, 2008;
Machuki, 2010). The term external business envimmmsuggests a number of
complexes, overlapping shades of factors affectjoigtly and individually firm
performance. According to Rwigema (2011), the nthust of external environment
heavily influencing on firm performance are eigfirming what he described as the
PESTLIED framework; political, economic, socialcheaological, legal, international,

ecological and the demographic composition of theeety.

Thus, for the sake of parsimony, this thesis w@dizonly two; social and economic
institutional factors, as moderators of the relaiup between entrepreneurial behaviour
and performance of specifically MSEs, in the lieegtsector. Based on this background,
it is apparent that, whereas some studies findngtrmoderating influence of the
relationship between entrepreneurial behaviour famd performance, others suggest
weak relationship (Covin & Slevin, 1991; Delmar,963. In other words, while some
empirical studies were in favour of strong modemgtinfluencing, others took the
opposite view. This is as expected because ofdhglexity of the causes and effects of
firms’ performance in the context of dynamic, tudni, complex business environment
(Kirby, 2003; Parker, 2004). Based on the foragditerature review, discussions and
analysis, this thesis makes the hypothesis 3: BEoanmstitution moderate positively the

relationship between entrepreneurial behaviourfaimdperformance.
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2.6 Entrepreneurial Behaviour, Social and Economiclnstitutions and Firm
Performance

The proposition that a firm’'s business performamcethe outcome of the joint of
entrepreneurial behaviour, social and economigtiniginal variables has been accepted
as a matter of conventional wisdom for quite someetnow (North, 1990; Covin &
Slevin, 1991; Bruton et al., 2010; Delmar, 1996)trEpreneurial behaviour is defined by
the entrepreneur’s individual dispositions, traébility and motivation. Many studies of
entrepreneurship and firm performance have focusedhe differences between the
individual entrepreneurs and non-entrepreneurs (MDd, 1961).

Entrepreneurs are individuals that have a high rfeedachievement, and that their
characteristics make them especially suitable tmater business firms. The literature
suggests that entrepreneurs are also individuaksimternal locus of control. The theory
of locus of control assumes that the people chassifiations and events based on their
shared perceptions. Some belief that however Haeg work; goals can be achieved
mainly from luck or other uncontrolled external tfars. This is believed in external
control (Kirby, 2003). Persons believing that tlthiavements of goals are dependent on
their own behaviour, hard work, and motivation &ed in internal control. The problem
is individual behavior which is different from firperformance (Delmar, 1996). Despite
behaving entrepreneurially highly, many firms dalil or performance poorly because of

reasons outside the purview of the entrepreneur.

According to Bruton et al. (2010) institutional timg has proven to be a popular
foundation to explore and explain these situatiohsuboptimal performance of firms

whose owners are otherwise perfect entrepreneuesnrs of behaviours. The usefulness
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of institutional theory in this regard arises fithe fact that entrepreneurship is by itself a
very lively, multifaceted, multidimensional field study with heavy contributions from
other social science (Kirby, 2003:16). Sociologgyghology, economic history, and
anthropology are frequently cited as the four nsnial science disciplines that greatly

feature in the evolution and development of engepurship.

According to Kirby (2003) probably the greatestistmgical contribution to the study of

entrepreneurship was made by Max Weber (1864-1820)gh his studies of charisma
and work ethic. In anthropology, entrepreneurski@mlbout connecting two spheres in
society between which there exists a differenceailne, and transferring value between

them.

The theory of anthropology places emphasis on prEneurship as opportunity
recognition, and stresses that it may involve emging some of the basic values in a
community. Through works of researchers like Md@iel (1961) and Schumpeter
(1934), the places of psychology and economic histo entrepreneurship are well
documented. The focus of much of economic histenyat so much on the entrepreneur
as it is on the issue of the relationship both wwitthe enterprise, and between the
enterprise and the environment. In a nutshell tbeseentrepreneurial behaviour is
necessary but not sufficient as an input factorfifon performance. Hence the focus on
institutional theory and entrepreneurship (Brutdnak, 2010) as there are regularly

emerging major trends affecting Kenyan business.
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Studies suggest that the rising number of unempl@e people with no alternatives,
coupled with an increasing number of college antvarsity graduates unable to find
jobs within traditional private sector corporation national and county governments
settings, helped increase the attractiveness ofl smd micro business start-up as a
career alternative in many nations (Kirby, 2003k8s & Wilson, 2006). For example
studies in Canada show that small firms constitabee than 98 percent of all businesses
and that in the period between 1978 — 1990 over08@0new jobs were created as a
result of small business openings (Pliniussen, 199&wever, there is one trend that
needs address concerning small business managemthanmt,is the painful reality
associated within business births, namely busif@gses not only in North America,
but here in Kenya and elsewhere. According to &disen (1994), while 1,763,000 new
small businesses were started between 1978 and 1380,000 businesses (78%) failed

to operate during the same period.

Typically the causes of small and micro businedsmsma in Kenya can be traced to
entrepreneurial behavior that is associated witkernal firm level issues such as poor
knowledge, inadequate start-up capital, lack ofivatibn on the part of the entrepreneur
or socio-economic institutional issues impactingiom performance. Legal and political

issues, economic recessions, increased taxatioessing fees, high interest rates, lack
of consumer confidence in the economy, poor infaastire, negative social behaviours,

all impact on firm performance (GokK, 2005).
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Entrepreneurial behaviour is an immediate outcofmgecsonal characteristics, personal
and business environment (Kuratko & Hodgetts, 20@#)at this means is that business
performance is multi-dimensional. The individualtrepreneurs behave in a certain
manner covert-or-overt in order to actualize anmegmeneurial dream. These behaviours
include sourcing for resources, risk taking, innoxeness, alertness to business
opportunities, motivation and aggressive orientatidowards the goals of
entrepreneurship. These behaviours will come toglmawithout integrative and
supportive personal knowledge, skills and attitwdech can only be accessed through
entrepreneurship trainings (Hisrich et al., 200®). addition to personal capabilities in

terms of knowledge and skills, entrepreneurs requsources.

These resources include financial and non finanpiaysical, human capital and access
to markets and information thus the integrative ualthigh expectation view of
entrepreneurship. Entrepreneurship has been enddrge formal educational and
vocational institutions, governmental departmentsporations and society (Hisrich et
al., 2009). Is firm performance positively relatedentrepreneur behaviour as supported
by social and economic institutions?

However, these arguments and findings from empigtadies suggest that opinions are
divided on the combined role of social and economgtitutions on firm performance
together with entrepreneurial behaviour as an iaddpnt variable. This study therefore,
makes the hypotheses 4: That the combined effeehtoepreneurial behaviour, social
and economic institutions on performance of MSEgreater than the individual effects

of each of these variables.
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2.7 Summary of Knowledge Gaps

Previous studies in entrepreneurship have eitharsted on the stable characteristics of
the entrepreneur or the influence of institutiomsfiom performance (Mahmoud, 2010;
Orero, 2008; Khayesi, 2010). The study of Tura amiboga (2012) on determining
sheep, goats and livestock marketing strategiefonpesnce in Marsabit County, Kenya
found that high illiteracy among traders, recurrohgught, limited human capital and
lack of credit constrained their businesses. Thdysbf Maalu (2010) on determination
of business succession strategies and its rel&ifpngth the performance of the family
owned MSEs found that succession in family ownedEMISn Nairobi was not
formalized, but informally planned. The family arilm level institutions had no

moderating effect on the relationship between ssstoa and firm performance.

The studies of Khayesi (2010), Orero, (2008) andhidiaud, (2010) also found that there
were direct relationships between social capitalsource accumulation and firm
performance, and that those institutional factoke ltaxes, movement permits, and
licences affected the MSEs’ performance. Thesaeduthve contextual and institutional

gaps (Table 2.2).

They lack consensus on to what extent environmesaatitions, such as social and
economic institutions moderate the relationshipveen entrepreneur behaviour and firm
performance. None of these past studies (Kha2840; Orero, 2008; Mahmoud, 2010)
have actually tried to model and understand theaothpf both entrepreneurial behaviour

and the institutional context on the performanc®&Es in the livestock sector in Kenya
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as this study does. Most of the studies used sudeeign as their methodology. Industry
structure, social and economic institutional apphes share a feature in common. They
do not focus on internal dynamics of the firm asfggenance determinant. This study
proposes therefore to combine entrepreneurial betnigwvhich represents the internal
dynamics of the firm, and the situation of the bess, social and institutional contexts,

to explain firm performance.
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Table 2.1 Summary of Knowledge Gaps in Previous Stiies

Study Study  focus/| Methodology Findings Knowledge gaps
main objective

Tura, |, Amboga, S, & Tuke, Determining Pilot survey Found there was highGeographical coverage limited to

Guyo (2012) sheep and goats illiteracy among traders, Isiolo County, didn't cover camels
livestock recurring drought, limited and cattle business in North Eastern
marketing human capital and lack oiregion.
strategies credit  constrained  their
performance in businesses.

Marsabit
County

Buchanan et al. (2012) Livestock tradel Survey of 350 Found that livestock tradersStudy showed impact of insecurity on
in Darfur, Sudan MSEs in| in Darfur, Sudan faced livestock business performance in the
determining the livestock trade in| challenges of insecurity, highSudan. But did not examine effects|of
impact of | Darfur, Sudan cost of trade, lack of capital,entrepreneurial behaviour, social and
conflict on high taxation, reduced supplyeconomic institutions on
livestock trade and ethnic homogeneity oiperformance.
in the Sudan livestock traders. Larger

companies were in livestock
export sector. There was
relationship between size of
capital and exporting firms.
To remain  competitive

institutional support was key
factor.

Maalu, J. (2010) Determine the Cross-sectional | Succession in family ownedContext, social and institutional
nature of| survey [/ case MSEs in Nairobi were not differences. However the study
business study formalized, but informally applied institution theory as it is
succession planned. That family and firm theoretical grounding
strategies and its level institutions had nc
relationship moderating effect on the
with the relationship between
performance of succession and firm
the family performance.
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owned MSEs in
Nairobi, Kenya.

Mahmoud, H. A.(2010)

Inquiring  into
livestock trade
behaviours in

Survey primary
data

The Kenya-Somal
borderland region constitute

a dynamic livestock trading But did not examine firm behavioy

<livestock business studies in the ar

This was one of the pioneering

=

Kenya, Somalia zone. Found that taxesand performance relationships.
Ethiopia stringent  regulations  on
Boarder  from livestock movements|,
anthropological permits, licences and
point of view livestock diseases make
livestock trade “profitless
prosperity”.

Khayesi, J. (2010) Social capital Found there was direciThe study examined social capit
and Sample drawn relationship between accumulation and firm performang
entrepreneurship from survey of| structural  social capital, but did not inquire into the

determining| MSEs in ICT in| resource accumulation ancrelationships between firn
the cost and Kampala firm performance. Found thatbehaviour, social and econom
resources religion, network size, kin institutions on performance.
accumulation composition and costs of
benefits of raising resources had direct
social capital effects on resource

accumulation

al

ic
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Study focus/ main objective Methodology Findings Knowledge gaps

Pavanello, S. (2010),FAO/ILRI studies to establish These are works of FAO and ILRI. Found thiThe study was done with policy

Knips (2004) general challenges facing livestoc Survey primary data climatic environmental factors, governance alissues in focus and did not cover fifm
trading businesses in IGAD and weak institutions leading to poor animal heallevel behaviours as well as social and
West African regions. provisions, insufficient marketing infrastructur economic institutions and

as well as corruption and uncontrolled taxatio performance of livestock business.
poor road networks and distance market and |lack

of livestock market, information caused

livestock MSEs not to perform well.

Musinga, et al (2008) Objective was to establish the Provided an important insight into Kshs 8 hillio Study covered only the camel milk
market size of camel milk inIndustry market survey | size annual camel milk market in Kenya. Fourindustry, not the livestock businegs
Kenya. infrastructural, social, institutional and humaand their social and economic

capital as the key determinants of the successinstitutions affecting them.
the milk traders.

Orero R.A (2008) Entrepreneurship and Socig Found that the level of physical financial anStudy examined effects of social
Capital. Objective to ascertain wheSample  drawn  from social capital of the informal traders determinecapital on trade performance but did
determines whether traders ussurvey of traders whether to use the formal or informal routes| not study livestock business.
formal or informal routes for cross- crossing the border. Those with more resource
border trade between Kenya and used the formal routes of border crossing.

Tanzania.

Delmar, F. (1996) Entrepreneur behaviour an(Mix of stratified random| Institutional and social factors restricProvides good entrepreneurial
business performance: six empiriccsampling, survey andentrepreneurial performance. Entrepreneurbehaviour theoretical groundings.
paper on entrepreneurial behaviglpurposive sampling of behaviour is limited to tasks that can be ungdStudy focused only on
from a psychological perspective | 730 entrepreneurs ancthe control of the entrepreneur. entrepreneurial from psychological

their enterprises perspectives. Social and economic
categorized into three; context differ.

“super-entrepreneurs,

small and failed

enterprises”

Source: Researcher 2015
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2.8 Conceptual Framework

A theoretical conceptual framework is the foundatod the seven step process in the
hypothetic-deductive scientific research methodciwhs the basis of the hypothesis
that researchers develop as the objectives of stetlies (Sekaran & Bougie, 2010).
According to Bryman and Bell (2007) the seven sg@oeess involves identification
of a broad problem area of study, defining the est&int of the problem,
hypothesizing, determining measures, collectiondafa, analysis of data and the
interpretation of results. Hypothesis testing idealuctive in nature because it tests a
general theory. This is the scientific approachesearch as espoused by some of the
leading philosophers of science (Chalmers, 1976pEg 1962, 2002a; 2002a; Kuhn,
1960). The scientific approach reckons that sdienknowledge progresses by
guesses or conjectures; these conjectures arestligacted to critical tests, which

may or may not survive (Popper, 1962).

Framework is a structure that illustrates concdytuhe relationship of a set of
variables in the form of beliefs, ideas and rulest scholars utilize as groundings for
making decisions and opinions (Okeyo, 2013). Fraonkws logically described and
elaborated associations of study variables deeraleyant to the statement of the
problem. The study variables in the conceptual éaork are normally identified
through such processes as literature review, oagens and field interviews. Some
researchers argue that experience and intuitianstengly guide the development of
the theoretical conceptual framework (Cooper & B8dlar, 2008:57). However
literature review provides a solid theoretical fdation for conceptual framework as
it identifies the variables that might be importastdetermined by the findings of the

previous, extant studies in the field. Cooper &i8dler (2008:57) define concepts as
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a generally accepted collection of meanings astmtiaith certain events, objects,
conditions and behaviours. They are the buildirackd of theory and represent the
anchor points around which studies of business &remconducted. Entrepreneurial
behaviour, institutions, performance, intelligenaee examples of concepts. The
challenge is that concepts have progressive l@felbstractions and thus problems of
measurement and researchers refer to as consthetsiost abstract of concepts
(Bryman & Bell, 2007). Through the process of cqiaalization, concepts are
utilized in studies to give meanings to the vaesbbf the study and visualized their

broad interrelationships with the view of determmcause and effect linkages.

In this thesis, a conceptual framework composetiftédrent and yet related strands of
theories composed of entrepreneurship, entrepriathetpehaviour, social and

economic institutional theories, resources-based\and the role of government in
entrepreneurship was utilized as conceptual theatdtamework lens for the study.

The conceptual framework for this thesis buildstloa definition of entrepreneurship
as a system that includes the entrepreneurs, thehaviours, social, economic
institutions and government actions, the desiradame of which is increased levels
of entrepreneurial activity and better ultimaterfiperformance leading to sustained

achievement of entrepreneur’s objectives (Lundst€o8tevenson, 2006).

In this conceptual framework, three integrated tbecal perspectives are used upon
which the study was anchored. These theories darepeaneurial behaviour of the
individual entrepreneurs, institutional theory arekource based view. The two
strands of institutions are social and economititut®ns. As the literature strongly

suggest all the variables influence how firms aeated, enter a market run, regulated
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and accumulate resources thus affecting the gramth survival — performance.
Entrepreneurship is multi disciplinary, multifacgtand multilayered and therefore
these integrated theories build on each other lip hetter understand, explain predict
and manage firm performance. Entrepreneurial bebavperspective for instance,
dwells on the role of entrepreneurs as individuats venture creation and firm
performance. On the other hand institutional théwips to explain forces that shape
and determine firm performance — apart from theepméneurs themselves. Resource-
based view (RBV) and effectuation theories alsestaigs understand and predict how
the resource scarcities due to heterogeneity inptedictor variables influence the
MSEs performance. Based on this background of tbhaceptual theoretical
framework of this thesis, three predictor varialdes reckoned to have independent
and moderating direct influence on MSEs performalssides, it was argued that
two of the predictor variables social and econommstitutions had moderating
influence on performance. It was proposed thatctivabined influenced of the three
predictor variables had greater effects on perfooeathan the effects of each

individual variable.

Business performance (DV) is determined by theepnéneurial behaviour of the
entrepreneur H growth, profitability, age of business and saledume act as
measures of performances. Entrepreneurial behasiaefined by the observable
actions taken by the entrepreneur such as gettisgpéss license to operate business
or becoming a member of an association. The emtnepir's actions are based on his
or her ability and motivation. The concept of dbilis based on declarative
knowledge, knowledge about facts and requirementsaf given tasks (cognitive

knowledge and procedural knowledge). The actiorsoofal and economic institution
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from family, networks, business associations, mask@icture to government policies
and financial services in form of SACCOs have argjr contingent effect on the

entrepreneurial behaviour — performance relatignshi, and H. Jointly

entrepreneurial behaviour, social and economic itigins influence firm

performance, W The inter-variable relationships presented ins tisonceptual

framework model are summarized in Figure 3.2.

Figure 2.1: Conceptual Model
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2.9 Research Hypotheses

A hypothesis is defined as a tentative, yet testafifatement which predicts what
researchers expects to find in their empirical istsldA hypothesis is also defined as a
scientific statement about observable phenomenantiag be concluded as true or
false (Sekaran & Bougie, 2010; Cooper & SchindB07). For science is not the
mere collection of facts, though this is necessiiig; a system of logical correlations
of those facts cementing together hypothesis ory bafdtheories (Ronan, 1984).
Hypothesis is often conjecture, a declarative staté about the relationships
between two or more variables. Hypothesis and reBepiestions are all informed by
theories. Theory is a formulation regarding theseaand effect relationship between
two or more variables which may or may not havenldested (Saunders et al., 2008).
Hypotheses are normally part of a sound concepigaiment, but they hardly contain
logical suggestions as to why empirical relatiopshare expected to occur. That is
why a hypothesis does not need to be true or falsdas to be empirically tested. In
occasions when a hypothesis is not accepted, sshbkve suggested that such

moments create opportunities for further examimatibthe study.

Different studies have used hypotheses to invdstigarious objectives in their
studies (Okeyo, 2013; Machuki, 2011; Aosa, 1992mpkin & Dess, 1996).
Lumpkin and Dess (1996) for instance used the gsi$ method to test the effect of
entrepreneurial orientation on firm SME performanicea similar approach, Okeyo
(2013) used the hypothesis approach to examine rdiationships among
entrepreneurial orientation, business environmamjness development services and
performance of SMEs in Kenya’s manufacturing entses. This approach of

examining how a number of variables are connectedlascribed as relational
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hypotheses (Cooper & Schindler, 2008) and it i hbat explanatory hypotheses
becomes useful to suggest that the existence afobiange in one variable leads to a
change in the other variable. The causal variagfgcally is defined as the

independent variable and the other the dependeiatla

The popularity of hypotheses in research arises fileese four functions: it guides
direction of the study, it identifies relevant fdmdm those that are not, suggest most
appropriate form of research design and providésamework for organizing the
conclusions that result thereof (Cooper & Schind2®08:66). In making hypotheses,
or testable propositions researchers have madmalish between directional and
non directional hypotheses. When the relationsihpswveen two variables are
compared using such terms as positive, negativee itian, less than, and the like
then these suggest directional hypotheses becaesdirection of the relationship
between the variables a positive / negative isceteid (Sekaran & Bougie, 2010:88).
Non-directional hypotheses on the other hand, aypotheses that suggest
relationship or difference but do not indicate thkationship of these relationship or
difference. Often non-directional hypotheses areeliped either because the
relationships or differences have never been e&glayr because of conflicting

findings in the previous studies on the variab&sk@ran & Bougie, 2010:88).

This study has taken similar approach as thosekely®(2013); Machuki (2011); and
Lumpkin and Dess (1996) in which specified hypo#isesvere developed to test
different relationship among these variables. As Abu Yusuf al —Kindi, a Yemeni

philosopher born in 1801 correctly observed ofithports of relationship hypothesis

testing, that the efficacy of an outcome (perforoggn is proportional to their
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component parts and the combined performance ofahables could not be reduced
to the behaviours of only one of the variableshi ¢xclusion of the others (Ronan,
1984). The thesis has one response variable are tpredictor variables. The
criterion variable is conceptualized as performaacel the predictor variables,
presumed cause or antecedents comprised of emtegpra behaviour, social and

economic institutions.

The selection of performance as a dependent, meghsutcome variable is based on
the fact that performance is the ultimate reasanthe existence of any business.
These variables of the thesis, entrepreneurial Wehia social and economic

institutions are the primary determinants of MSEsgfgrmance which is the focus of
this thesis. This study therefore formulated foumirm objectives as the key

cornerstones to guide examination of the diffefeyotheses. Each of the objectives
which are presented in chapter one section 1.3 swastructed as inter-variable
relationships before reformulating them into hygsts. The hypotheses were
thereafter presented in the conceptual model inrgi@.1. The literature review and
convention wisdom of entrepreneurship posit thati@hship shown in the model

which the researcher argues to exist among thablas.

According to the conceptual model, Figure 3.1 higpsis H stipulates that there is
significant relationship between entrepreneuriahawsor and MSEs performance.
Additionally, the study model, reckons in hypotrest and H that the relationship
between entrepreneurial behaviour and MSE perfoce@ moderated by social and
economic, institutional factors. Finally4Hosits that there is a combined effect of all

the predictors on the dependent variable and fifiestels greater than the separate
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individual influence of each predictor variable. iFtthesis therefore tested the
relationship by rejecting or failing to reject eaaftthe four hypotheses, also presented
here below, for the purpose of enabling the stadgchieve the objectives formulated

at section 1.3.

H1: Entrepreneurial behaviour has significant influeaneMSEs performance.
Ho: Social institutions moderate the relationshipwestn entrepreneurial behaviour

and MSEs performance.

H3: The activities of economic institutions moderdtes relationship between

entrepreneurial behaviour and MSEs performance.

Hg: The combined effect of entrepreneurial behaviosocial and economic

institutions on performance of MSEs is greater tti@nindividual effects of each of

these variables.

2.10 Chapter Two Summary

This chapter has presented the literature reviewthef study variables and the
relationships of these variables. The chapter exethithe historical evolution

theories of the concept of entrepreneurship befdigcussing the theoretical

foundation of the thesis. In this regard, the #itare on the conceptual theoretical
framework consisting of theories of entrepreneubhaviour, social and economic
institutions were reviewed in detail. Literatume Resource based view and Principal-
agency theories, which are relevant in this thésighe circumstances of firms

operating in resource constrained, environmentcheay for resources have been
reviewed in some critical detail. The anchor thesriof the thesis which are

entrepreneurial behaviour, institutional theory argbource based view were
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thoroughly examined. The chapter has equally vestk literature on the
relationships between the three variables of ergregurial behaviour, social and
economic institutions in the context of the objees of the thesis. This chapter also
presents empirical literature on the relationshiggdween the three variables of
entrepreneurial behaviour, social and economigtirtgins in the context of small
firm performance. To this end, the hypothesized-dioectional relationship between

entrepreneurial behaviour and firm performance rgagewed in some detail.

Similarly, the literature on the effects of socald economic institutions on this
relationship was reviewed. Finally, literature agmpirical studies investigating on
the influence of social and economic institution dme relationship between

entrepreneurial behaviour and the firm businesfopeance were reviewed. Based
on this background, it has emerged that entreprehguas a field of research “is
never few theories fit all”. The literature reviesdveuggest a continuous dynamism of
the discipline of entrepreneurship research andodstrate what Okeyo (2013:63)
describes as an evolutionary pattern from theorldimg and terminology definition

to clearer conceptualization of entrepreneurshimedisions. Despite the huge
academic and professional interest in entreprehguiand small business research
during the past four decades or so, the conceehwépreneurship has yet to solidify

into fairly predictable discipline with ‘naturalistice’ like theories.

It has been argued that economy is the queen of sthmal sciences and
entrepreneurship is the jewel in the crown of theen of economies. Thus it's never
possible to be definitive about the findings anddosions of entrepreneurship as the

variables in play are always complex and some ewer obvious. The literature
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reviewed further showed some gaps in knowledge lwkhés thesis endeavored to
close. This chapter summarized the gaps in litezatsimilarly the chapter presented
the conceptual framework as well as the model &edfour, hypotheses that were
tested in order to achieve the objectives of thelyst The next chapter four presents

research methodology of the study.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents the research methodologomabach that was applied during
the process of this study. The chapter specialtiiras in detail the approaches that
were followed from the philosophical standpoint, ttee actual practical methods
adopted during the data collection and analysie Thapter reviews the research
philosophy, research design and population of tiuelysusing both approaches:
survey and case studies. This chapter also presemidine of data collection,
methods for measuring study variables, a descnptiothe methods used to ensure
validity and reliability of the instruments and dainalysis procedures. This chapter
further discusses the choice of statistics outfiniow the study hypotheses were

tested, leading to study findings, results, conohsand recommendations.

3.2 Research Philosophy of the Study

A research methodology is about the procedural émonk within which the research
is conducted. Amaratunga et al. (2002) positsrgsegarch is usually conducted in the
spirit of an inquiry, which relies on facts, exmare, data concepts and constructs,
hypothesis and conjectures, principles and laws amies that philosophers of
science and methodologies for some time have bekatidg how best to approach
research. In contrast to the definition by Amargaret al. (2002) on research
methodology, a common definition of methods caméscribed as the technique and
instruments of data collection that researchers legmguch as observations or
interviews questionnaires, statistical technig@stacting themes from unstructured

data and sampling to name a few (Bryman & Bell,2Z@eMarrais & Lapan, 2004).

130



Scholars have however, argued that before dwethimghe design of the research
methods, it is imperative for the researcher toeustéind the underpinnings behind
their chosen research aim, ‘the outer cover ofrdsearch onion’ (Saunders et al,
2009: 106) and the link between reality (ontologyidd knowledge (epistemology)

based on the objectives of their research. The asiplthere is that the questions of
methods are secondary to the questions of paradignah Saunders et al (2009:106)
defines as the basic belief systems or world vieat guides the research, not only in

choices of methods, but ontologically and epistemgicklly in fundamental ways.

In this regard Collis and Hussey (2003) suggest thachoosing an appropriate

ontological assumption (philosophical view of thedy), the researcher must decide
whether reality is considered as objective, singalad external to the researcher or
conversely whether reality is considered as sulbgcand multiple hence only

understood by examining the perceptions of a sslectample size. Whichever
perspective the research adopts, it will affect thethodological approach the
researcher chooses in research and in turn them@maf such research. The concern
of research philosophy is not only about the dgualent of knowledge but the nature

of that knowledge.

According to Collins and Hussey (2003) ontologgasmcerned with the nature of the
social world and what can be known about it. Treesfin wording the research
aims, the objective was not to prove the link ofreoreneur behavior, social and
economic institutions and performance; howeverai$ to understand the influence of
these variables on performance of MSEs in the koedssector. Henceforth, the

researcher was comfortable with adopting a rathbjestive ontological assumption
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(Saunder et al, 2007; Collis and Hussey, 2003h¢ostudy based on the research aim.
Whereas positivism is associated with quantitatsygproach, phenomelogical,
interpretivism or symbolic interactions is assomiatwith qualitative approach.
Although some would argue that, phenomenologisrtopbphy is highly appropriate
in the case of business and management researchd@a, 2009:116), others posit
that deductive theory building, hypotheses testingnceptual frameworks and
causation process are positivist assumptions. iiAesiapproach can thus be applied
to test the study hypotheses, thereby making pnolsielving follow a methodology
of propositions formulating and testing (Usher, 899 Therefore, in wording the
research aim and hypotheses, the objective wass foie hypothesis testing based on
theory hence the researcher was comfortable withptaty a rather positivist

assumption (Easterby-Smith et al., 2008).

3.3 Research Design

This study used a cross-sectional survey methoe.dElsign allowed the collection of

guantitative data which was analyzed quantitativeding descriptive and inferential

statistics. The survey design is so often assatiatth the deductive approach and is
the most common research design in business andgaarent research. The survey
was seen to be appropriate as it tends to be wsedeEcriptive and theory testing

research. Additionally, the data collected usingvey design was used to make
findings suggesting possible reasons for particadationship between the study

variables and to produce hypothesis models forethesationships.
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Similar studies (Khayesi, 2010; Orero, 2008; Ma&010) used survey research
design. Research design is the general plan ofrdetieg the purpose of the research
and turning the objectives of the study into a aede projects and help answering the
research questions. It involves research strategesgarch choices, time horizons,
ethical consideration and challenges encounterathgluhe field data collection

exercise. Selection of research designs or stegege normally guided by the nature
of research questions and objectives, the exteekisting knowledge, the time and
other resource available as well as the philos@bhimderpinnings of the study

(Amaratunga et al. 2002).

There are strong scientific justifications for almtaought and structured research
design. First, research is defined as an organiggstematic, data based, critical,
objective, scientific inquiry into a specific preloh that needs a solution (Sekaran &
Bougie, 2010:18). Findings based on the resultswéll done scientific study tend to
yield the intended results in congruent with thgeotives of the study. Scientific
research study has well defined characteristicspgaiveness; rigour, testability;
replicability; precision and confidence; objectyitgeneralizability and parsimony

(Nachmias & Nachmias, 1992).

Second, scientific research focuses on solvingarekequestions. It pursues what
Sekaran and Bougie (2010) describe as methodolpgstap-by-step logical,
organized and rigorous method to identify problegether data, analyse them and
draw valid and reliable conclusions from them. d@hthe scientific justifications for
research design are based on the fact that a weifyted research is not based on

hunches, experience and intuition; instead it isppsive and rigorous. Scientific
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research design enables all those who are intdrestesearching and knowing about
the same or similar issues to come up with comparfbdings when the data are

analyzed. In terms of time horizons, the reseaalid either be cross-sectional or
longitudinal. Whereas experiment owes much to @ienal sciences, action research
concerns more with real, applied organizationaless grounded theory with theory
building through a combination of induction and dettbn, archival research makes
use of administrative records and documents agrheipal source of data (Bryman

& Bell, 2003).

Case study design is most appropriate for captuhagontext of the research and the
process being used in detail (Cooper & Schindl@08). A case can be most
representative if it is chosen judgmentally, rattiean randomly and the data is
usually qualitative, and hence a case study isachenized by most features of a
gualitative study. In contrast, Malhotra (1993)weg that a survey study occurs when
data is collected from many or several study utits.is collected from all members
of the population of interest, the study is a cersurvey and a sample survey if data
is collected from only a portion of the populatiohinterest. A survey study data is
usually quantitative and bears characteristic cdngjtative studies. Survey design
methods are widely used in business and manageresearch and “are most
frequently used to answer who, what, how much amwd many questions, making it

suitable for descriptive and inferential statisti(Saunders et al., 2009:114).

The main objective was to establish entreprenebavier influences firm business

performance in the context of social and economatitutions as the moderating

variables. Further, to test hypothesized statemfentthe purpose of enabling study
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objectives formulated in chapter one section 1i3e €omplex nature of the study
demanded a multi-method approach. The thesaurusoofal research methods
typology as described by Logchem et al (1996) aadhxhias and Nachmias (1992)
aims to encourage the use of mixed methods, a catbn and integration of

gualitative and quantitative approaches. As stéedryman and Bell (2007), the

investigation employed on methods associated withresearch strategy (qualitative)
is cross checked with the other research stratgggntitative) which should result to
greater confidence of the research findings. Oplast studies (Orero, 2008; Maalu,

2010) employed a similar approach.

3.4 Population of the Study and Census Survey Desig

Research methodology, which has been describedstisaured, detailed procedure
within which inquiries are done and hypothesisegégtAmaratunga et al., 2002) has
three agreed principles. These are that research {grocess of inquiry and

investigation, it is systematic involving populatiof study with sampling process as
appropriate and it increases knowledge (Colli's &skey, 2003). Thus the target
population “of this study was defined as all thermiand small enterprises in the
livestock sector operating in the three countieblofth Eastern Kenya. North Eastern
Kenya consists of the three counties of Garissgijr\@ad Mandera (Map Appendix

IV). The MSES which were the target of this stughexated mainly in these counties
although some MSEs have presence in Nairobi and bdsaand Narok for various

reasons related to the special needs of the anifiadésrecords of Garissa, Wajir and
Mandera Counties livestock marketing council oficedicate that there were 145, 78
and 82 registered livestock trading firms (summimpgto 305) as at 31May 2014.

This was the sampling frame of the study which vaéso the population. The
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population of the 305 micro and small enterpriddSEs) licensed by the County
governments and having their main business bas€&arissa, Wajir and Mandera,
trading in cattle, camels, goats and sheep. Thieafirdnalysis was at the firm level.
Majority of them were traders in the category ofcroi and small enterprises as
defined by the MSEs Act 2012. According to the rdgis officials in the

departments of agriculture and livestock developgménthe respective counties, the
concerned MSEs had total membership of 1,220 psrsmaking an average of 4

persons per business.

In actual practice, it is estimated that the numbklivestock traders in form of
groups or individuals in the three counties weraarihan the population given of
305, approximating to 600. Some micro businessakidanilk trade, others in hides
and skin, even bones and while still others ar@@dtraders’ involving in livestock
trade on the basis of opportunistic moment withquior planning and then

abandoning it when the ‘right moment’ is no longegvailing.

The micro and small enterprises in the livestoakt@en the North Eastern region in
the three counties were comprised of individualsd agroups, registered or
unregistered, formal in kind or highly informal dieg in various aspects of animals
and animal products. In this study, only those $irdealing in cattle, camels, goats
and sheep within the respective counties or bropgitem to the terminal markets of
Nairobi and Mombasa and which were members of éspactive county livestock
marketing councils were considered as part ofdhget, final population of the study.
It is in view of this background that it was felivas more advantageous for this study
to use the census approach rather than samplingothe?Vaweru (2008), targeted a

population of 300 with a drawn sample of 170 firam&l but achieved 71 respondents
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equivalent to 24 percent rate of response. In eshtwhereas the target population
was 305, data was collected from 191 firms respdmdsulting to a response rate of

64 percent classified as “acceptable” (Mangion®4)9

3.5 Data Collection

The primary objective of this study was to examine moderating effects of social
and economic institutions on the relationship betwentrepreneurial behavior and
the performance of business firms in the livestee&tor in North Eastern Kenya. The
study adopted a cross-sectional survey design ichwtata was collected using
survey instrument research questionnaire, Appehdbhe data collection was done
during the months of June and August 2014 withllavioup interviews in the month
of October 2015 (Field Study Report, Appendix lIAs McCormick (1998:281)
argued, follow-up interviews provide additional tepf responses and to make up in
part for the deficiencies of the survey method. ®acesearch problem is defined and
clearly specified, the research effort logicallyves to data collection. “There is a
need to exercise utmost care while collecting da¢gause data constitute the
foundation of which the superstructure of statadtianalysis and the findings of the

study are built” (Bryman & Bell, 2007).

Data may be obtained either from primary sourcat@isecondary source. Whereas a
primary source is the one that the study itselfect$ the data, a secondary source is
one that makes available data which were collebiedome other agency, at some
other time period, usually for other purposes othan that of the research at hand,
but which is found to be relevant, accurate, sidfic and in appropriate format

(Crouch & Housden, 2003). The purpose of the daliection, whether quantitative
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or qualitative, was to get reliable and valid dstan entrepreneurial behaviour, social
and economic institutions and firm performancehd firms which were subject of
this study. Birley and Moreland (1998) argue thatsi imperative to distinguish
between qualitative and quantitative methodologe#lecting the distinction between
paradigms of reality and knowledge for researchtsgies. Bryman and Bell (2007)
advocates for a more than one method to be assdaiath one research strategy as it

increases accuracy and the findings of the research

3.5.1 Case Studies

Micro and small enterprises owners more often thankeep incomplete records.
They treat data regarding their firms private, aberitial and personal. It is for this
reason that many studies use data collected oiabis of Likert scale rather than
direct financial performance measures such astprafid annual turnover and balance
sheet figures. This is deemed to be major challdagmg researchers wishing to
study performance of micro and small firms. Thusnynaesearchers opt to study
instead large firms with published financial accsulike those quoted in Nairobi
Stock Exchange (NSE) (Waweru, 2008; Machuki, 20Ra)ditionally there were a
number of challenges the researcher had to overcomader to carry out an
objective, reliable study of appropriate qualitydastope befitting a research of this

magnitude.

The first hurdle was identifying the most suitabiens for case study analyses. There
was need to develop some agreeable criteria fectsed) a given firm as a case study.
The firms selected were drawn from Garissa, Wajot Mandera counties. Garissa

County is famed for cattle, Wajir for camels andndera for goats and sheep. Seven
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firms were selected as case studies on the badisoeé who were most ready to
participate in the study. Three firms were sel@détem Garissa, two from Wajir and
two from Mandera. This geographical and livestopkcific criteria was expected to
identify any contextual narratives that may infloertheir performances. The specific
cases were purposively selected from the survehaodetThe selection of the seven

cases was based on pre-determined parameters.

The selected firm had to be at least four years lnddl license from the concerned
authorities, had balance sheet value of at least ¥30,000/- net worth, being a
member of local county livestock marketing couraild finally the owner managers
agreeing to provide the financial records of tHiems of at least the past three years
and further agree to participate in providing ne@gdrmation through focus group
discussion. The second challenge was gettingngiliooperation of the MSEs owner
managers to participate in the case studies arme $pair valuable time. They often
asked “what is in it for us? How does your studwpdde our business? We are very
busy”. The idea of collecting research data abbeir respective businesses was not
familiar to them. As Maalu (2010) also rightly obgsd, owners of micro and small
business fear that information collected from thaght get to their competitors or

even used against them by the tax authorities.

This challenge was overcome by way of persuasiggpfaining to them and giving

evidence that the entire exercise was for acadgmipose only and that the
information would be confidential and their priva@spected in accordance with the
ethical standards they expected. Detailed fieldnteig given at the appendix Ill. The

detailed case interviews followed the same patterthe survey but provided an
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opportunity for the respondents to give more speeaifcount relating to the particular
issues relevant to the study variables and theegioal framework of this study and
the research questions. The case studies were ceddoy the researcher personally,
assisted by research assistants during the interwieo were also taking additional
notes. The notes from the researcher and the astsistere then collated and used to
write the case study details. Probing technique wised as appropriate in order to
get more detailed information where and when it wasessary. The case study

analysis formed part of chapter six and its findipart of chapter seven.

3.6 Reliability and Validity Tests

Scholars have observed that underpinning any dismuson research design is the
issue of the credibility of the research findingsd thus the ability of the evidence
and the conclusions of the study to stand up toctbgest scrutiny (Saunders, et al,
2009). Credibility of research findings could beetitened by four error sources: the
measurer (researcher), the respondent, the situatid the data collection instrument
(Cooper & Schindler, 2008). The goal of scientethodology is simply reducing
the possibility of getting the answers to any stqdgstions wrong. The error source
of measurements taker could contaminate the rebetause the interviewer can
distort or misrepresent by recording or paraphmsasponses. Further, the researcher
through careless mechanical processing of intewviewght do incorrect coding,
careless tabulation and even incorrect statistacallysis and therefore introduce
unintended errors. A defective study instrumentid@ause distortion in the research
in two ways; First, it could be too unclear and aubus and second, it could be
having poor selection from the universe of confgans, having left out potentially

important issues. In this regard Bryman and BellO{2 argue that the three major
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criteria for evaluating study instrument as a meaindata collection are reliability,
validity and practicality. The four error sourcegntioned have caused variations in

the data collected in some past studies (SekarBouie, 2010).

3.6.1 Reliability Test

Reliability is the similarity of results providedybindependent but comparable

measures of the same object, trait or construat.r€hability of an instrument shows

the extent to which the instrument is without basd hence ensures consistent
measurement across time and across the various itethe instrument (Sekaran &

Bougie, 2010: 161).

In other words reliability of a measure is the destmation of the consistency and
stability with which the study instrument measuttes variable and thus enables to
evaluate the “goodness” of the study instrumenglating the reliability of study
variable consists of determining how much of theaten in the scores is due to
inconsistencies in measurement. Thus Bryman and @€07) argue that the
reliability of the instrument is determined nornyalbefore use for the study not
thereafter. Bryman and Bell (2007) further posiattheliability is fundamentally
concerned with issues of consistency of measurdshas three different meanings:

stability, internal reliability and inter-observeonsistency.

Reliable instruments are robust, that is they wasdl at different times, under
different situation. This distinction of time andrdition is the basis for the
perspectives on reliability of stability, equivaten and internal consistency. A
measure is said to possess stability if one canrsamnsistent results with repeated

measures of the same constructs with same instturAanobservation procedure is
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stable if it gives the same reading on a partichédraviour on a specific person when
repeated on a number of times (Saunders et al,)2B@8ivalence is concerned with
variations at one point in time among observers saples of items; while the
internal consistency of measures indicates thelaitnes of the items in the measure
that form elements of the construct. The itemsythrer words, should hang together
as a set, and be capable of independently meastimengame concept so that the
respondents attach the same overall meaning to@datie items (Sekaran & Bougil
2010:162). This study was cross-sectional wheta dallection was time wise, not
longitudinal; thus the concern for this study reliyag reliability was basically on the
extent by which the measurements remained consisteoss different respondents in

the three counties of Garissa, Wajir and Mandera.

To test for reliability Sekaran and Bougie (2010ygest that test-retest (a kind of a
follow-up interview), parallel form of reliabilitywhere two comparable sets of
measures tapping the same construct are testedr@lation and split-half reliability
as some of the popular methods for measurememtiment for reliability. However,
still Sekaran and Bougie (2010: 163) makes themaeendation that “in almost all
cases, Cronbach’s alpha can be considered a perésttquate index of the enter
item consistency reliability.” In this regard, tk&sre this study determined
consistency reliability of its data collection spushstrument using the Cronbach’s
tests as summarized in Table 3.2. Although Cronbaglpha has become popular
tool for reliability tests for researchers’ questaire study instruments, it has also
attracted mixed responses with respect to itsieffay and effectiveness as means of
evaluating the reliability of questionnaire instremh (Nunnally, 1978). Whereas,

some researchers such as Nunnally (1978) recomméhdean alpha coefficient of
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0.5 or above is adequate for determining interioalsistency, others have used and
recommended Cronbach’s alpha values of 0.7 andeafidaalu, 2010). In view of
these discussions on alpha coefficient, this thegiss the same view and used 0.6 as
the minimum to ensure that the measurements frenstindy instrument achieved a

high level of reliability.

The relevant instrument analyzed for this purpoass administered to two livestock
MSEs in Isiolo County due to its proximity to Gaas Wajir and Mandera Counties.
Scores from even numbered items were correlatethsigscores obtained from odd
numbered items. Data collected in the pilot studdsvanalysed using Spearman’s
Correlation Coefficient at the significance levef alpha = 0.05 (Orodho,
2004).Internal consistency of the research instninveas measured through the

Coefficient Alpha.

According to Nachimias and Nachimias (2004), CrahbAlpha is used to measure
the reliability of a research in which a Likert Ecavith multiple answers is used to
collect data. This study adopted the Likert scaléha instrument for data collection.
Internal reliability was employed by grouping quess in the questionnaire that
measured the same concept. The results of théitligest are shown in Table 3.1.

Table 3.1: A Summary of Cronbach’s Alpha Test Resis

Variable Number| Cronbach’s alpha Comment
of items| (standardized)

Entrepreneurial behaviou 26 0.749| Reliable

Social institutions 6 0.715| Reliable

Economic institutions 18 0.655| Reliable

MSE performance 3 0.652| Reliable

Overall reliability 53 0.6825| Reliable

Source: Researcher (2015)
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According to the data obtained, the reliability caneasured through the coefficient,
alpha score measured 0.6825. This measure inditeetegree to which the findings
of the study are internally consistent and freemfrerror (Sekaran & Bougie,

2010:325). Coefficient of Alpha value varies fr@o 1 and a value of 0.6 or less
indicates poor internal consistency whereas saufr@s% or above indicate acceptable
levels of internal consistency, reliability of instnents used for this research

therefore stands at approximately 68.25%.

Entrepreneurial behaviour was evaluated using @®stwhich computed an alpha
value of 0.749. Equally social institutions wereaswed on a scale with 6 items
which produced an alpha value of 0.715, while eounoinstitutions which were

determined from a scale with 18 items resultedlphaavalue of 0.655. Finally MSE

performance which was determined using 3 itemdtexbat an alpha of 0.625. These
tests show that alpha value for the variablesatited the study’s ground rule of 0.6
and above. The summary results of the Cronbachplsaalests in this regard indicate
that reliability tests for the items in the stuahstrument were acceptable at a level

beyond the 0.6 threshold.

3.6.2 Validity Test

The concept of validity is concerned with the goeskof measures and researchers
used different terms to denote the several waydesfing the validity of study
instruments (Sekaran & Bougie, 2010). Validity asdsto be concerned with whether
the findings of the data are really about what thpgear to be about. Validity is the
accuracy and meaningfulness of inferences thatbased on the results of the

research (Bryman & Bell, 2007). Here the concerrhef researcher is whether the
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findings possess the needed integrity and valubesf pragmatic validity. Validity is
distinguished from reliability because if a measwexe valid, there would be little
need to worry about its reliability. This meansid#y is both necessary and sufficient
for the quality and integrity of data collection aserement. Validity is also
differentiated from reliability in that validity isepresented in the agreement between
two attempts to measure the same trait or constiuclugh maximally different
methods, whereas reliability is the agreement betvteso to measure the same trait

through maximally similar methods (Bryman & BelQ@: 539).

Scholars of the field argue that if a measure wabdy it simply reflects the
characteristic that it was suppose to measure asinet distorted by other factors,
either systematic or transitory. The problem fseaarchers is to develop measures in
which the score observed and recorded actuallyesept the true score of the
constructs being measured, wherge X Xt. The approach of pragmatic validity
focuses on the usefulness of the study instrumerd aredictor validity criterion-

related validity.

The score of pragmatic validity is used to predio¢ criterion of performance
(Saunders et al., 2009). Pragmatic validity is dageed by how well the measure
predicts the performance or a specific behaviotagatic validity is relatively easy
to assess. It only requires a reasonably valid oreasf the criterion with which the
scores on the measuring questionnaire are to b@ar@a. Some kind of correlation
coefficient, between the scores on the study insnt and the criterion variable is
required by the researcher in order to establislptesence of strong validity or not.

In the context of this study, pragmatic validitylheo differentiate individual
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entrepreneurs who possess high entrepreneurialvioehaattributes by establishing
concurrent validity or predictive validity; whereasncurrent validity is determined
when the business owners measures of entreprahbehaviour scale discriminate
individuals who are high performers and those wh® rBot. Predictive validity,
similarly show that firms owned by entrepreneursthwihighly scores on
entrepreneurial behaviour perform much better tdantical firms but owned by less
enterprising individuals (Sekaran & Bougie, 20I)e study instrument of this thesis
was developed from ones formulated earlier and dot;m possess the power to
discriminate individual entrepreneurs who were knotww be different (Miller &

Friesien, 1982; Delmar, 1996).

In assessing pragmatic validity, the study compé#neddata from the instrument with
those in the dependent variable — performance usinlgiple correlation analysis.
Content validity however, focuses the extent toowhthe measurement question in
the questionnaire provides adequate coverage of itkestigative questions.
According to Saunders et al. (2009:373) judgemdnwltmat is ‘adequate’ coverage

can be made in a number of ways.

With the help of the literature, the research peabland study objective which were
carefully defined, prior discussions were done Wita supervisors of the thesis and
finally a panel individuals, consisting of some dyrate students and entrepreneurial
practitioners were used to assess whether eachurseant question in the
guestionnaire was ‘essential’ ‘useful but not esa€ror not necessary’. This was the
face validity approach where ‘experts’ valid#dtat the instrument measures what

its name suggests it measures (Sekaran & Bougi€)20
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Content validity was also achieved by pre-testingsionnaires among selected
enterprises in Garissa County in the month of M@¥42 In the final questionnaire
they feedback was incorporated. Besides contendlityal study instruments were
expected to possess what has been described dsuconalidity. Construct validity
refers to the extent to which the study measuremgaastions actually measure the
presence of those constructs they were intended theneasure. Construct validity is
mainly concerned with qualitative measures on peuad, attitudinal and personality
factors and according to Saunders et al (2009:338)be thought of as answering the
guestions: How well can the researcher generalaa the measurement questions to

the construct?

In this thesis the constructs were about measureateepreneurial behaviour, social
and economic institutions and performance measu&surchill (1995) argues that
construct validity lies at the heart of scientifiogress as scientists need constructs
with which to communicate, and so do everybody .el€enstructs are thus
operationalized in terms of a set of observabl®astor behaviours. The challenge is
whereas measurements of constructs are critickinbwledge creation; Construct

validity is the most difficult type of validity testablish (Churchill, 1995: 536).

Through the literature review and the theoreticaloeptual framework, researchers
make effort to demonstrate the relationships amtbiegstudy constructs and this is
often referred to as the nomological net. Schaauigage in a process of determining
if the study constructs behave as expected withexatso other dimensions to which
they are theoretically related and this processefsrred to as establishing their

nomological validity (Churchill 1995:539).
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In other words, the construct validity of the measuof the study variables is
assessed by whether the measure accepts or failacdept the hypotheses.
Measurement of the constructs by several diffecamstructs aims at determining
convergent validity and also discriminate validgydone to establish that a measure
does not correlate too highly with measures froms gupposed to differ. Additional
ways which this study used to establish pragmatatent and construct validities
were through correlational analysis and factor ysisl Factor analysis, which is
defined as a multivariate technique that confirhes dimension of the study variable
that have been operationally defined was usedisnstindy to determine if the scores
for actual element converged to the attributeshef dimensions of each of the four

constructs in the conceptual framework of the thesi

Confirmatory factor analysis was carried out toathéhe construct validity of the
study variables particularly that had been thedrize be multifaceted. In this
approach Principal Component Analysis (PCA) wasduss the technique of
extraction while rotation method was varimax withiger Normalization. The PCA
rotation showed convergence of six elements fairepnéneurial behaviour. A total of
nine factors resulted from the rotation. The Eigalues of three factors were greater

than one, hence acceptable to represent the ezrieapial behavior.

The analysis therefore confirmed that the entirestjon submitted in entrepreneurial
behaviour converged in these three factors — thestitability of the application of

convergent validity as a test of overall validitfyamnstruct. In the cases of both the
moderating variables of social and economic instiis, an identical process was

used. In these cases, the analysis converged @e therations for the social
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institutions and for economic institutions respesly. The analysis of the data for
social institutions converged in three iterationsl a total of eight components
showed up of which only three possessed Eigen sajueater than one. The three
components were confirmed to be valid represemtadiosocial institutions. In the

case of economic institutions the rotations coneéng four iterations. The output of
this rotation was a total of twelve factors of whitie Eigen values; only four factors
were greater than one, making them valid repreentaf the moderating variables.
The results of these pragmatic, content and cartsénalysis of validities of the study
variables strongly suggest that the responses dmiheats of these variables
represented the theoretical constructs of the stubich were presented in the

introduction of the study, chapter one and in ttegdture review chapter three.

These tests thus confirm both the content and anaistalidity of the variables that
were formulated, as multidimensional theoreticatiagptual framework of the thesis
consisting of series of related dimensions and iwidach construct operationalized
elements, Table 3.1. In this thesis, to ensuraligliexpertise of the supervisors was
sought. They were asked to check whether the itertige instrument were viable to
collect the intended data. Additionally, the resbar conducted the study in person in
order to ensure systematic validity. Consequers#yf- administered questionnaires
were also re-adjusted to meet specific time frammgrove on the quality of the

guestions and eliminate ambiguity.

3.7 Test of Statistical Assumptions

The study tested the various statistical assumptiorensure that the study regression

model meets all the assumptions. This included abtyntesting, multicollinearity
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testing linearity testing and homoscedasticityehetcedasticity testing.

3.7.1 Test of Normality
This study adopted test of normality using desorgpstatistics. This method is more

reliable test for determining skewness and kurtgaises of normality as shown in

Table 3.2.
Table 3.2: Test of Normality
Study variables | Kolmogorov-Smirnov® Shapiro- Wilk
Statistic | df sig Statisti | df sig
c
Entrepreneurial .108 8 .015 .920 6 .000
behaviour
Economic .088 12 .0267 .970 4 .005
institutions
Social .145 4 .000 .950 3 .001
institutions
MSEs 115 3 .005 .930 2 .000
Performance

Source: Research Data (2015)

Table 3.2 shows that all the four study variablad properties of normality. This
implies that the variables were normally distritbgnd had no problem of lack of
normality. Sekarani and Bougie (2010) argue thanhau cases where there is a slight
deviation from normality, in larger samples (n>8@} results of parametric tests may

not be affected.

3.7.2 Test for Multicolinearity

Multicolinearity is defined as the undesirable aitan where the correlations among
the independent variables are strong. When thipdragy standard errors and beta
coefficients tend to have large values leadingheirtinstability Saunders, et al.
(2009). Multicolinearity increases the standanbrs of the coefficients and thus

makes some variables statistically not significeumile they should otherwise be
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significant Saunders, et al. (2009).

Multicolingais detected from reading the

Variance Inflation Factor (VIF) and tolerance irgmession analysis. VIF measures

how much variance the regression coefficient isatetl by Multicolinearity, thus

misleading inflates standard errors. When themoiproblem with Multicollinearity

tolerance, value should not be less than 0.10 wHievalue should be more than.

Table 3.3: Test for Multicolinearity

Model Unstandardized Standardized Sig. Collinearity
Coefficie coefficients Coefficients
nt
B Std Beta Toler | VIF
Error ance

(Constant) 1.376 .215 6.384 .00d .390 2.00
Entrepreneurial -.034 124 -0.31 -279 781 458 2.1p
behaviour
Economic institutions -.145 125 -0.113 -1.16 247 440 2.140
Social institutions .104 107 .098 967 335 440 3.120
Dependent Composite 274 .093 272 2.93¢ .004  .406 3.20
Performance

Source: Field Data (2015)

Table 3.3 Tolerance is the amount of variance dependent variables that is not

explained by the other independent variables. Theinmam cut-off point for

tolerance is 0.10. Multicolinearity was monitorddaughout in this study and as

shown in Table 3.3 all the VIF values were belowO1@®@hile all Tolerance values

were above 0.1 as indicated in Table 3.3 Considéhe tolerance rules and the VIF

values for all the independent.

3.7.3 Linearity Testing

Linearity concerns with whether the expected valugependent variable is a straight

line function of each independent variable holdimg others fixed. If the relationship

is non linear between dependent and independeiatoles it may result to a

misleading prediction. Linearity is an importans@asiation between dependent and
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independent variables and this is tested usingitiearity Testing Model Figure 3.1

Figure 3.1 Linearity Testing Model

# Regression

Residual

— Theoretical

Independent, X - values

Source: Researcher (2015)
Figure 3.3 Confirms that the relationship betweepethdent and independent
variables were indeed linear, both observed vahgeexpected normal value or

residual value against the independent variable.

3.7.4 Heteroscedasticity Test

Another regression assumption is the homogeneityadgance which was examined
through a scatter plot of the residuals againstpiieelicted values. The aim was to
evaluate whether the homogeneity of variance assomgolds. The test of this

assumption was as presented in Figure 3.2.
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Figure 3.2 Heteroscedasticity Test Scatter Plot

Dependent variables: MSEs Performance

Regression Standardized Predicted Value
(o]

T T T T T T
-3 -2 -1 ] 1 2

Regression Standardized Residual

Source: Field Data ( 2015)

Figure 3.4 shows the generated scatter plot wahdstrdized predicted values on the
horizontal axis and standardized residuals on #récal axis for the entrepreneurial
behaviour, social and economic institutions and BIPErformance variables. It is
expected that if homogeneity of variance assumpisomet, there should be no
pattern to the residuals plotted against the ptedigalues. In the scatter plot, it was
observed that there was no pattern in the scattdy which suggests absence of
problems of heteroscedasticity. Therefore, the medasfies the homoscedasticity

assumption.

Figure 3.2 shows that homoscedasticity test wag danMSEs performance using p-
p plot of Z pred and Zpresid options in SPSS version 20. The plot sheseses for
observed cumulative probability of MSEs performanagainst its expected.

Cumulative probability plot demonstrates that theph doesn’'t appear like a
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staircase. Rather the plot is a straight line grapith a constant gradient
demonstrating that in the multiple linear regressamalysis, there is no tendency in
the error term. The test or for homoscedasticityistbonfirms that performance data

collected from the MSEs in this study satisfied ¢badition for homoscedasticity.

3.8 Operationalization of the study variables

The operationalization of the concepts in this gtuariables were essential part of the
research. According to Sekaran and Bougie (2010:123king abstract concepts
measurable, in a tangible manner is what is knosvoperationalizing the concepts.
Concepts are the building blocks of theory. Theyesent the anchor or points about
which business research is conducted. The challisnf@ concept is to be employed
in quantitative research, it will have to be meaduto enable data analysis, testable,
findings to be made. Measurements provides thes ldas 141 yrecise estimates of
the degree of relationship between variables orcepis, allows researchers to
differentiate between people in terms of the charatic in question and finally
measurement gives a consistent yardstick for makingh distinction (Bryman &
Bell, 2007). This study had four broad variablkeghe form, of quantitative abstract
constructs: entrepreneurial behaviour, social aodne@mic institutions and firm

performance.

To operationalize the four study variables of tkisidy involves defining and
translating the variables from their conceptualizagostract form into concrete,
measurable forms. In order to provide a measui@ aincept often referred to as an
operational definition (Bryman & Bell, 2007:159),i$ necessary to have indicators

that stands for the concepts. Whereas a meas@ns tefthings that can be relatively
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unambiguously counted such as age, indicatorserédandirect measures of concepts
and are qualitative in nature. The common apprdacmeasure perceptional and
attitudinal concepts is the 5-point Likert type Iscdn this study the quantifiable
elements of the four dimensions of the concepttehéwork were identified and

given Likert type scale values.

Entrepreneurial behaviour consists of the obseevablions of individuals or teams to
exploit business (Fisher, 2012). Social institusi@ne defined as the relationships and
networks from which individuals are able to derirasources to start and grow
business. Economic institutions give rise to actughnizations that shape, regulate
and promote business operations in a County opmegh questionnaire instrument
with a five-point Likert scale with end — pointsciwored by “strongly disagreed (1)”
and “strongly agree (5)” was used to collect théadaThose measures used to
determine values of each variable and statisticeahsurement of analysis of the

variables have been summarized in Table 3.3
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Table 3.3: Summary of Operationalization of Variabks

The Operationalization of Rating measures Statistical Questionnaire
elements of | constructs analysis items
constructs
MSE data Firm level / entrepreneurs| Dichotomous Descriptive Part 1
Background | characteristics /categorical Q1-28
information / nominal
ENTREPRENEURIAL BEHAVIOUR - IV HYPOTHESIS 1

Achievement| Moderate risk taking 5-point Likert type| Descriptive Part 2-
need Individual responsibility | scale Factor analysis | Q28,29, 78

Constantly working Multiple

Thinking of business when regression

at home Pearson’s r

Self-achievement ANOVA

Individual responsibility

Personal initiatives

Anticipating future

possibilities
Motivation Number of working hours 5-point Likert type| Descriptive Part2—

in business scale Factor analysis | Q28,37, 38,45

Self confidence Multiple

Seeks more information regression

Perseverance despite set Pearson’s r

backs

Full of optimism
Legitimacy | Compliance with 5-point Likert type| Descriptive Part1 & 5-
seeking regulation. Have licence | scale Factor analysis | Q13,14,23,66,85

firm registered Pearson’s r

NSSF /KRA registered Multiple

Business Association regression

member ANOVA

Have bank Account

Have own premises
Risk taking | Takes loans 5-point Likert type| Descriptive Part 2 —

Buys livestock in dry| scale Factor analysis | Q31,35,40,43

season Pearson’'sr

Engaging uncertain deals Multiple

Supplies on credit to large regression

firms
Effectuation | Affordable risk 5-point Likert type| Descriptive Part 1 &5 —
opportunity | Small size of start-up scale Factor analysis | Q17,66,69,77,78
decision capital Correlations
making Forming groups Multiple

Number of business started regression

in a given period ANOVA
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SOCIAL INSTITUTIONS — MODERATING VARIABLE — MV- HYP OTHESES 2

Relational family | Family firm support 5-point Likert type| Descriptive Part 2-
/ kinship Membership of family | scale Factor analysis Q42
groups — strong ties Correlations(r)
Participation of spouse Multiple regression
in business ANOVA
Social networks | Inter-firm association | 5-point Likert type| Descriptive Part 2-

Membership of co-ethig
networks

Connection with small
firms groups

Number of weak ties

scale

Factor analysis
Correlations(r)
Multiple regression
ANOVA

Q45,49,52,54,68

associates
Bricolage Use of family labour 5-point Likert type| Descriptive Part 1 &5
Use of own skills| scale Factor analysis Q15, 86
/experience Pearson’s (r)
Raise personal capital|/ Multiple regression
resources ANOVA
Ethical trust| Suppliers / livestock 5-point Likert type| Descriptive Part 5-
yielding networks| buyers, large firms, scale Factor analysis Q68,69,72,73
government Pearson’s (r)
departments Multiple regression
providers of funds the ANOVA
firm relates with
Business The number of businegs5-point Likert type| Descriptive Part5-
association associations, formal grscale Factor analysis Q66
informal the firm is a Pearson’s (r)
member Multiple regression
ANOVA
ECONOMIC INSTITUTIONS — MODERATING VARIABLE — MV HY POTHESIS 3
Form of statel Legal, economic] 5-point Likert type| Descriptive Part 2-
policies and| regulatory and scale Factor analysis Q66,67,85
actions technological actors Parson’s (r)
Multiple regression
ANOVA
Market structure | Industry structure 5-point Likert type| Descriptive Part 2-

Number of buyers
firms, sellers, state g
competition and rivalry
credit supplier

scale
f

Factor analysis
Pearson’s (r)
Multiple regression
ANOVA

Q79,80,81,82,83
,84

Linkage with| Number of large firmg 5-point Likert type| Descriptive Part 1-
large firms associated with MSEsscale Factor analysis Q26
e.g. KMC Pearson’s (r)
Multiple regression
ANOVA
Availability  of | Saccos, Banks acces5-point Likert type| Descriptive Part 5-
SACCO state/county supportscale Factor analysis Q69,70,72,73,75
/Financial e.g. AFC Pearson’s (r)
services Multiple regression

ANOVA

Cost of transport | State of transport by 5-point Likert type| Descriptive Part 2-
roads, a trucks angdscale Factor analysis Q50
costs. Pearson’s (r)
Multiple regression
ANOVA
Training Training and mentoring 5-point Likert type| Descriptive Part 5-
opportunities support Avail ability of| scale Factor analysis Q77,78

vocational public

Pearson’s (r)

157



support. Multiple regression
ANOVA
JOINT EFFECTS OF ENTREPRENEURIAL BEHAVIOUR, SOCIAL AND ECONOMIC
INSTITUTIONS — IV — HYPOTHESIS 4
Various elements Combined constructs qf 5-point Likert type| Factor analysis Part 5-
of the three study the three variables scale ANOVA Q73-107
variables Multiple regression
F test
FIRM PERFORMANCE — DEPENDENT VARIABLE — DV- HYPOTHE SIS 1-4
Firm growth In a given period Percentage changeMultiple regression Part 6-
percent increase gfand firm growth| model Q78,101
stock /net worth size
Profitability Estimate of earned Net profit per yean Multiple regression Part 6-
profits profitability per| — likert scale model Q102
year
Sales volume Size of annual sales inDirect sales| Multiple regression Part 1-6
Kenya shillings| volume per year model Q18,61,102
monthly sales of
Participation in| Level of participation in| Likert scale Multiple regression Part 1-
the export market| the export sector model Q20
Age of firm Direct-durability of the| Number of yearg Multiple regression Part 1-
firm in business model Q6
Owners level off Degree of satisfaction Likert scale Multiple regression Part 6-
satisfaction with| with the firm model Q103
performance performance
Source: Researcher (2015)

The variables of the study were operationalized imultidimensional approach as
shown in Table 3.3. Other studies have used similadtidimensional approaches to
operationalize their variables (Lumpkin & Dess, @9¥iller & Friensen, 1982). In
this thesis entrepreneurial behaviour was operalimed using five dimensional
construct consisting of achievement need, motivatiegitimacy seeking, risk taking
and effectuation opportunity seeking behaviour. €ements of the five dimensions
of entrepreneurial behaviour were determined fr@rs@ts of questions as indicated
in part 2, H1 of the questionnaire, appendix Imi&r approaches were used in some
past studies (Fatoki, 2012; Okeyo, 2013). Similastycial and economic institutional
variables as external environmental factors impgcion firm performance were
operationalized using sets of seven questionsoimakinstitutions and thirty five (35)

for economic institutions. More questions were uded determine economic
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institutions than social because of the ubiquitoature of the influence of economic
institutions in business. Businesses are primadgnomic entities and that make
them more vulnerable to the impacts of economiggyain the market place. During
the data analysis in all the cases of the entrepiread behaviour with 28 questions
and the economic institutions with 35 and sociatitational variables with seven (7)

guestions respectively, factor analysis was useddoce the data.

Firm performance which was taken as the dependangable in this study was

measured from the perspective of firm growth, padiility, sales volume, age of the
firm and the owners’ satisfaction. The quantitatilaa of the firms, except the seven
firms of the case studies, were mostly providedHhsyfirms’ owners’ managers and

were generally subjective based on their sincersopal estimations.

These approaches to firm performance were in camisvith the two financial and
non-financial approaches of performance (Edmund@84)1L In this thesis, firm
performances were greatly determined from subjectralues instead of actual
figures. The fact that the firms studied were rmyosticro, rural based and in the
livestock sector also made if difficult gettingiadlle, yet actual figures on sales, costs

of operations and thus net profits.

The study used five point Likert type scales. Tiheert scale developed by Rensis
Likert is the most popular “used variable of thenstated rating scale. Summated
rated scales consist of statements that exprdssr etfavourable or an unfavorable
attitude towards the object interest” (Cooper & i8dler, 2008). Likert type scales

generally present simple, yet valid and reliablprapch to collecting primary data

159



(Dess & Robinson, 1984). The Likert type scalesehtne benefits of evaluating the
attitudes of respondents along similar underlyiregative-to-positive continuum.
Other advantages of Likert scale which accountstéopopularity include that it is
easy and quick to construct, read, understand amdplete. Likert scales are
considered more reliable and provide a greatemwelaf data than many other scales.
Likert scale is an interval scale. A number of atlies have used Likert type scales
in their data collection instruments (Okeyo, 20C8yin & Slevin, 1991). Although,
Likert type scale has been used in data collectiethods, there are some limitations
with this approach: There are biases towards dené&adencies, problems of
summations of scales, acquiescence and socialabdgy. In this thesis, these
weaknesses of Likert type scales were acknowledgeldmeasures taken to ensure

where possible their effects were not significanthie results of the study.

This study applied a method of asking a number wdstions for the purpose of
getting suitable, relevant and appropriate dataefch dimensional variable. This
method had the effect of improving the reliabilty depending on a mixture instead
of just few questions for every dimensional vamabh the study’'s conceptual
framework. A number of earlier studies have used #pproach (Okeyo, 2013;
Letting, 2011). The aim was to evaluate the exténariations of the implicit issues

concerning the study variables of the businesssfirm

This study further used qualitative perceptual mess of performance to determine
the dependent variable which was firm performanieorder to achieve this goal,
both financial and non financial quantitative andlifative data were collected. To

this end, data on firm performance, age of firmg antrepreneur’s satisfaction with
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their businesses, net worth, start-up capital, gnoestimates, and present value of
livestock, current bank balances and number of eyagls were collected. This
triangulation, mixed method approach of data ct#iéavas used because, as is well
known in the literature, micro and small firms Hgrdeep historical, valid and
reliable records in a consistent manner. They kessords but it is frequently
incomplete, partial and only current. In order t@@ome these limitations a number
of parallel mixed methods were used to ensure itfet data were collected for

analysis in order to achieve the objectives ofstiuely.

It has been argued that since almost all data ctmle methods have some bias
associated with them, collecting data from multipteirces lends rigor to research.
For example, where the responses collected thraoggrviews, questionnaires,
secondary data and observation are strongly ctecklaith one another, then it is
expected that researchers will have more confidatoait the goodness of the data

collected data (Sekaran & Bougie, 2010: 217).

According to Sekaran and Bougie (2010) there a® dammon methods used for
evaluating the existence of moderating variablesthe relationship between
independent and dependent variables. These areosyisgand moderated groups’
analysis. The subgroups method uses the procesgliting the study sample into
two subgroups. These two subgroups are then sebljdct regression analysis to
examine the relationship between the independeahtt@ dependent variable in each
group. Sekaran and Bougie (2010) suggest thaticiseff of determination (§ from
the regression analysis of each subgroup may be @ekaran and Bougie (2010:

354) also made differentiation of pure and quasdenation and suggest that “such
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interactional are included as the products of twapiables in a regression model”
(Table 4.17). When a moderating variable affects thlationship between the
independent and dependent variables, yet doesithaemce the dependent variable it
becomes a pure moderation. However, if the modenafiloences the relationship but
also has direct effect on the dependent variablgggomes quasi moderation. In this
respect, this study applied the Moderator Multiflegression (MMR) method to

examine the existence and direction of the two ipted variables; social and

economic institutions.

The advantages of MMR arose from its robustnesstarmépacity to sustain the good
properties of a study sample while at same timetrobimg the influence of the
moderating variables. Regarding both cases of lsanh economic institutions, their
moderating roles on the relationships between prareurial behaviour and business
firm performance were determined by obtaining thedpcts of the independent and

moderating variables in the regression model (Tal3

Then using Statistical Package for Social Scigis#eSS) version 19, these models
were subjected to regression statistical analysisrder to evaluate if social and
economic institutions were in fact moderating thelationship between
entrepreneurial behaviour and the performance oE8& the livestock sector in

North Eastern region of Kenya.
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3.10 Data Analysis

Once data for this study were collected from thbjestt population, cleaned and
tested for reliability and validity, then the arsik/ of the data logically followed in
order to enable the testing of the research hygatand respond appropriately to the
research objectives and questions by establishemning in the data collected. After
data were collected and all the completed questioas were turned in, preliminary
analytical steps of editing, coding and tabulatiegre done. These helped to ensure
that the data were accurate, reliable, competerafatct suitable for further detailed

analysis (Sekaran & Bougie, 2010).

Of the 196 returned questionnaires 5 were partiatlyjnplete and were therefore
discarded. For the 191 usable returns, editinguwaaertaken to ensure high quality of
data. Missing values were found only in the quest&dating to social institutions, but
the researcher overcame this difficulty by redefnisocial institutions through
choices and grouping the non-responses of so@#tutions as did not state. Where
blank responses were not material that is not inmgl substantial number of
qguestions, say 25 percent, the missing items wssg@ed the mean values of the
responses of all those who had responded to thétydar item, according to the

recommendations of Saunders, et al. (2009).

No other missing values were found during the edliting. After editing and coding
the data in order to get a ‘feel’ for the datapueistabulations were made and central
tendency and dispersion of the variable checkedreahe data was subjected to a

more advanced analysis.
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3.10.1 Descriptive statistics

The term ‘statistics’ conveys different meaninggpéwmple (Gupta, 2008) while some
people may take statistics to mean the usual tablests and figures commonly
found in the analysis of business performance ditee, other view statistics as
complex branch of mathematics. Whatever the varigews on statistics, it is

generally agreed that statistics is the scienderoing raw data into meaningful and
therefore useful information (Biehler, 2008). t&tiécal methods thus deal with

collection, presentation, analysis and interpretatiof both quantitative and

gualitative information for given objectives. Taglend, descriptive statistics are the
popular techniques applied for summarizing andetioee presenting the important

information about the raw data collected for a gtud

Descriptive statistics is also the science of dbsay the important characteristics of
the set of data collected for a particular purp@®verman, et al, 2011). One of the
basic purposes of statistics is to simplify intoam@gful information and to describe
a body of data effectively (Mansfield, 1991). Thg&ot common techniques of
simplifying into useful information and describiedfectively the arrays of data that
this study used include tabular and graphical nmagtamd numerical methods. Before
examining in brief the two approaches to descril@figctively collection of data it is
felt appropriate to acknowledge the need to guagdinst descriptive statistical

chicanery and fallacies as much as possible.

Some of the common descriptive statistical errongciv this study has been alert to
were inappropriate comparisons, obviously biasedp$ss, or adverse selections and

improper skewed choice of means. This study madsoreably certain that each of
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these statistical discrepancies were either noteaxi®r minor by ensuring that all the
data were of comparable firms, the sample size suéftciently large and the choice
of means was not highly skewed to the right. Thigly used tabular and graphical
presentation for frequency distribution tables &me of firms, characteristics of
entrepreneurs, such as their ages and educatiemals) firm attributes such as
number of employees, types of MSEs and their bssirgistributions. Graphical
descriptive statistical presentation used alsainielcumulative frequency distribution
and cross tabulations classifying data into dimamsisuch as ages of firms and their
net worth. Besides these tabular methods, thisysusked numerical statistical
methods. Among the descriptive numerical methoddieg by this study for data
analysis were central tendencies, measures oftiansa covariance and correlations
and computing and interpreting the mean, skewnessjian, and the standard

deviations of the data.

These numerical tabular and graphical descriptia¢issical analysis were applied
using SPSS version 19. In-depth descriptive dasdysis is often needed to examine
various relationships of the hypothesized concégtamework of the study and also
determine the attributes of each study variablearsgply. Univariate and bivariate
analysis and population statistical technique wesed to examine the behaviour and
characteristics of a single or two related reseamtables. This study used this
approach to evaluate and describe distributionrabténdency and dispersion of the

data.
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Data distributions describe the nature of dataemms of the numerical methods.
Finally measures of variations and standard denatihelp with the measures of
dispersion of the study. The universal key to jpteting standard deviation is this:
the higher the standard deviations, the greatev@nations; the lower the standard
deviation, the lower the variation (Beiehler, 2Q08ne of the main purposes of this
study is to test the research hypothesis in oml@nswer the research questions and

discharge the objectives of the study.

In order to satisfy that purpose, use of descrgstatistics for data analysis is not
adequate. Hypothesis testing requires a more adda@application of statistical

methods known as inferential methods. This studyretiore also used inferential
analytical method to test the study hypothesisraalle the appropriate estimation of

the population parameters.

3.10.2 Inferential Statistics

Inferential Statistics concerns with the statidtianalysis regarding the process of
selecting and using a sample statistic to drawrémfee about a population parameters
used on a sample drawn from the population (Gupd®8). Statistical inference
consists of the two issues of hypothesis testing astimation of the unknown
parameters of the population from which the studgngle was drawn. The logic
informing statistical inference was to study popiola using samples which are by
definition subsets of the population framework b€ tresearch. This study used
statistical inferences to analyze the data of #mepde obtained from the population of
the micro and small enterprises in the livestockt@eoperating in North Eastern

Kenya, as the area of the study.
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Inferential statistics were used to examine thati@hships, differences and trends of
the study variables. A number of test statics aefor hypothesis testing like those
of this study. The two main groups of statisticsts that were applied for statistical
significance tests were parametric and non-paraenéthen the data of the study
was considered not normally distributed, non-patamstatistics was used and this
means most often they were used with categoridal thowever, parametric statistics
analysis were used with numerical data. The unévefsnferential statistics that were
used in the majority of past studies related te thesis were rather wide. However,
the common inferential statistics used in majooityelated earlier studies were factor
analysis, chi-square, univariate correlation, rpléti linear regression analysis,
stepwise multiple linear regression witlf Rsts and test for statistical significance

and the p-value rule of hypothesis testing (Or2é®8, Maalu 2010; Okeyo, 2013).

The inferential statistics methods were importachhiques of data analysis as they
demonstrated the magnitude and directions of variparameters of the study
variables. The inferential statistics were analylzest using simple linear correlation
and regression methods. Further, univariate, meltimear regressions, stepwise
multiple linear regressions were used for more datalysis in chapter five. SPSS
version 19 was used for statistical analysis tal#isth coefficients for all variables in
this study. At the preliminary level, factor angif/was used to extract the variables
with higher factor loadings for ease analysis. Thés then followed by correlation
analysis to determine whether indeed relationskigted, magnitude and in what
direction between the elements in each of the ieddent and the dependent

variables.
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The purpose of correlation analysis was to estaldignificant correlations among
variables and hence shows which particular dimessior their elements of a
predictor variable strongly associated with the esglent variable. In this thesis,
correlation analysis was used to establish assocgabf elements of entrepreneurial
behaviour, social and economic institutions andifass firms’ performance. The
outputs from these analyses were then used asegréi subsequent hypotheses test

using multiple linear regression analysis and asalgf variance (ANOVA).

For a more robust and sophisticated data analystbe level of this study the use of
multivariate analysis was highly recommended (Saka& Bougie, 2012). The
analysis of the results and details of the discusare presented in chapters five, six
and eight. The main focus of the data analysis teasstablish the relationships
among independent, moderating, and dependent \esiads formulated in the
conceptual theoretical framework of the study. €hare number of types of
regression analysis such as single, multiple, tmgisgeneralized linear and
generalized mixed models. Regression technique used to determine the
relationships between the study variables. Coroglategression analysis concerns
with the statistical technique used to establistiregrelationships between variables
in pursuance with research objectives, section vihiich have set four specific

objectives for this study.

The first objectives, for instance, was establighthe relationship between the
independent variable and the dependent variabtéremreneurial behaviour and firm
performance. This is a bivariate relationship aogllifor the use of simple linear

correlation regression analysis model, relatingg ttependent variable (Y) firm
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performance, to the independent variable, entrepmead behaviour (X). The second
objective was determining the moderating effect sofcial institutions on the

relationship between entrepreneurial behaviour, ith@ependent variables, and
performance of the MSEs and this was attracting ube of multiple interactive

regression models. Similarly the third objectiveswta determine the moderating
effects of economic institutions on the relatiopshetween entrepreneur behaviour,
the independent variable and the performance oM®8Es, the dependent variable Y.

This too necessitated the use of multiple intevaategression analysis, model.

The fourth and the final objective was to establisle combined effects of
entrepreneurial behaviour, social and economigtutgins on firm performance. The
analysis of the data for the determination of tiypothesis attracted not only the use
of multiple regression analysis but the multivagigets of analysis. The range of
multivariate statistical inferential analysis ingés factor analysis, discriminate
analysis, non-parametric analysis such as chi-sgaraa structural equation model. In
this study factor analysis was employed and j&stibn the grounds that each of the
four study variables have a number of dimensionghvin turn have a number of
elements. The entrepreneurial behaviour which ésitidependent variable has five
dimensions with a total of 26 elements. Social itusbns as one moderating
dimension has 11 elements, while economic instiistias the second moderating
variable has 21, and performance measures has 4ef(lp |, Research

guestionnaires part 1 — 5).

The aim of factor analysis was to decompose thanmdtion in each of the variables
into meaningful latent dimensions of the problem &yplying the principal —

component analysis. The right-angled rotation eimrax type (Right-angled Rotation

169



of Maximum Fluctuation) was used to determine tighést — loading variables for
each selected factor from all the elements of préreeurial behaviour, social and
economic institutions and firm performance. Faaoalysis, therefore helped with
reducing many questions related to each of theystadiables into few ones those
with the highest loading factors for parsimony. Tasults of the factors extracted and
their loadings with respect to each of the origis@lvariables are shown in Appendix
lI(A) and IIB (Second order extraction). The fact@xtracted were then used for the
standardized regression coefficients, multiple esgion and ANOVA. All the
regressions were tested for normality, linearity, ultioollinearity and

heteroscedasticity.

3.10.3 Case Studies Data Analysis

The case study data are largely qualitative. Qatalg data such as the views of the
firm owner manager on certain institutional isswegrepreneurial behaviour and firm
performance was not possible to be analysed ushadlyvnferential statistics. They
had to be complemented with case study qualitatata. Information obtained from
the seven case studies was analysed by way of fgoup discussions and thematic
conceptual content analysis. The key themes wentextual issues, micro, small
enterprise growth, competitive strategies, ownardgrepreneurial behaviours and
social and economic institutional and competitivwionmental influences on firm
performance. Following immediately after the imtews, and focus group
discussions, the researcher and assistants congekaded transcript regarding the

concerned enterprises into profiles of cases.
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These covered thematically the firms sector of mess, description and profile of
individual firm owners, performance and the finahdtate of the firm. The analyses
from the case studies were developed into chapteansof this thesis. The findings
obtained from the cases were compared and linkéd results from the survey data
to test the objectives of the study hypothesis andee whether the findings were
generally in agreement with entrepreneurial theoaerd the literature reviewed. A

number of past studies used similar approaches|(@yi2@10; Orero, 2008).

3.10.4 Hypotheses of the study

In order to test the four hypothesis of this statl3.10 and achieve the objectives set
out, the data analysis methodology discussed was. udaving established the
important study variables and their relationshiggsch hypothesis was again
individually analyzed. Earlier, before the hypoike®sting, the general conceptual
theoretical framework of the study together witk tlorresponding statistical tests as
indicated in Table 4.3 and their interpretation evalso formulated. To this end, each
of the four hypotheses was modeled as presentedjuations 1- 4. The analytical
method which is also summarized in Table 4.3 shoahdical perspectives. The table
also presents various relevant statistics usedatyse the data and reach acceptable,
valid and reliable findings and conclusions withihre broader framework of the

literature reviewed.

Hypothesis H was models as:
Y =MSEP =a+ B1 EB+e& ool
Where Y = MSEP = MSE performance, dependent vajablis a constant ang is

a coefficient, EB = Entrepreneurial behaviour, adependent variable, arfd is

error term
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Hypothesis H was modeled as:

Y=MSEP =0 + By EB+SIBo+E BaB.SIHE . vt

2

Where Y = MSEP = MSE performance, dependent vajaliks a constant angh 3,,

B,are coefficients, S1 = social institutions anid error term.

Hypothesis Hwas

Y = MSEP =0+ BiEB+EI B2 + BaEB. EHE...cveeeeeeeeeeeeee e,

modeled as:

3

Where Y = MSEP = MSE performance, dependent vagjalik a constant; ang} -,

B3 are coefficients, EI = economic institutions anid error term.

Hypothesis H, was modeled as:

Y = MSEP =q, + B,

EB +B,SI+ psEl+e

Where Y = MSEP = MSE performance, dependent vajabis the constant angh

B2, B3 are coefficients, SI= social institutions, El= Bomic institutions and is error

term.

Table 3.4: Summary of Data Analysis

Objective Hypotheses / Relational| Data: Statistical analysis Interpretation
Elements

1. Establish Hq: Entrepreneuria| Legitimacy/ | Descriptive Eigen, values/

entrepreneurial behaviour has significarjt Motivation, Factor analysis factor loading

behaviour that influence  on  firm| collaborative, | Multiple regression KMO and
influence firm business performance. | tolerance of | Correlation Bartlets Test
business failure, asset Correlation
performance acquired, coefficients
education, Goodness of fit
proactiveness R?
2. Determine | Hp: Social institutions Personal , Regression /
the social| moderate tha family Correlation analysis | R squared, F
institutional  factors re|ationship between €nvironment, | P=a+ B;X;+ BoXo+ B3 | test
moderating the entrepreneurial skills , (X1. X))+ e
relationship between hehaviour and firnl Marital status, P= firm performance
entrepreneurial performance. SACCO, a=constant
behaviour and firm networks, Bi=coefficient for
performance. business social institutions
association, variable
networks/mot| x,= E. Behaviour
ivation, X,=Economic variable
rong | Br (X1 xX)
bonding ties | moderation effects
3. Determine | H3: The activities of| State policies,
the €economiq economic  institutiong Market P=a+X B+ X, B1+ By | R squared, F
institutional  factors| moderate tha Structure, (X1. X))+ ¢ test
moderating the relationship  between Pank support,| g, (X; xX,)
relationship between entrepreneurial export moderation effects
entrepreneurial behaviour and firm incentives,
behaviour and firm performance. credit
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performance. supplies

4, Establish Hy: Jointly | Entrepreneuri| Correlation analyses | Explained

the combined effects entrepreneurial al, social & | Factor analysis variance R,
entrepreneurial behaviour, social ang €conomic Adj. R squared,
behaviour, social andl economic institutions F test
economic institution | paye significant

have on firm influence  on  firm

performance. performance.

Source: Researcher (2015)

Table 3.4 shows that this study has four hypothe&sch hypothesis has a
corresponding specific study objective. The firgpdthesis, Haimed at establishing
objective one and specifically sought to determuiether entrepreneurial behaviour
had a positive effect on firm performance. The psgof H, the second hypothesis
was then to achieve objective two whose aim waBngb out if social institutions
moderated the relationship between entrepreneoefadviour and firm performance.
The aim of the third hypothesis was to achieve abje three; Hwhich was to
determine whether economic institutions moderatbd telationship between
entrepreneurial behaviour and firm performancealyn the fourth hypothesis, H
was to achieve objective four which was to establtether the combined effects of
entrepreneurial, social and economic institutiorss vgreater than the individual

effects of each of these variables.

Also presented in the table are the descriptivestatistical inferential that were used
to establish existence, magnitude and directiothefhypothesized relationships or
influences. These are presented in terms of muiliteaanalysis, as well as in terms
of regressions coefficient (R), Beta coefficief,(coefficient of determination @R

and F statistics for significance and P valuestishieal Package of Social Sciences
(SPSS) version 19 was used to test the variousamships and multivariate analysis

and the findings and results presented in chapterahd six.
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3.10.5 Linking survey data analysis with case stues for results

The main purpose of case study data is to obtaialitgtive information to
complement and triangulate survey data with objestiof making the findings and
results of the study more scientific, reliable,orgus and generalizable. Linking
therefore survey data analysis with case studiesefults is important for the quality

and scope for the thesis.

The four study variables were entrepreneurial bieliay social and economic
institutions and firm performance. Firm performanise the ultimate dependent
variable in most of the studies since the policy af any study is to positively

influence and predict future firm performance. Imetcase studies, participants
reported why range of critical entrepreneurial hhars that made their firms

perform competitively better. Some of these behagiovere closely related to the
outcome of social and economic institutions, incest and policies. Other

behaviours were lack of institutional support. “Fegeks in a row, we tried to make
an appointment with livestock officials at the ctulevel without success. They have
no time for small business”. The number of timgsadicular theme or event occurs
or how many respondents bring up certain themep kath quantification of

gualitative data and provide a rough idea aboutelsive importance of the category
of themes. Once the cases were analysed, patterged that collected data linked
with the results of survey data. The results okcstsidies converge with findings of
the survey data all in all respects in a manneritheonsistent with literature review

and theories of entrepreneurship as 6.3 of Chaptendicate.

174



3.11 Chapter Three Summary

This chapter of the study has started with resegafhilosophy and argued for the
positivist approach as the primary research phgbgaguiding the study. Deductive
reasoning, hypothesis testing and theoretical quneéframeworks are all positivist
assumptions. Additionally, the chapter has takervesu cross-sectional research
design approach for the study population whichlbesen presented as comprising 305
micro and small enterprises in the livestock seatothe three counties of Garissa,
Wajir and Mandera of North Eastern Kenya. The stwdg carried out in the months
of August 2014 to November 2014 with follow-up iniews in the month of

December 2014.

The study was census and got 191 respondents,rédnpe@esponse rate. The census
design was selected over sampling method becaussusedesign was more
advantageous given the fact that many of the MSIesewexiting the market,
switching business, and new ones entering evegethronths since on greater part

livestock businesses were seasonal and capitalsive

This chapter presented data collection procedudeptad in the entire process, the
operationalization of the study variables througikelt scale forms instrument,
validity and reliability of the questionnaire instnents and data analysis used with its
two complementary sides of descriptive and staaikinferential. Table 4.3 provides
a summary of objective, relational hypothesis, deliaments, statistical analyses
which were used for the data analysis in ordernabée findings and results of the
study be made. The next chapter presents the datgses and the findings of the

study.
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CHAPTER FOUR
DATA ANALYSIS AND FINDINGS

4.1 Introduction

This chapter presents the preliminary analysihefdata together with discussion of
descriptive and inferential data. The descriptivatad analysis shows the
characteristics of the population of the firmshe study in terms of the profiles of the
individual entrepreneurs, distribution of the litask businesses in the respective
three counties of Garissa, Wajir and Mandera artdgcsies of the ages of the
population of firms in the study. The chapter gisesents descriptive statistics of the
four variables of the study which show the disttitw, central tendency and
dispersion of each variable. Additionally, the despresents an explanation of the
nature of the statistics concerning entreprenelo@daviour, social and economic

institutions, and business firm performance.

Further this chapter presents the findings, resais discussions of this study. In
particular, the chapter presents interpretatiothefresults of the inferential statistics
in the context of the various influences entrepueia¢ behaviour, social and
economic institutions have on firm performance. Thapter finally examines the
hypothesized relationships of all the three stuayables and the individual effect of
each of the variables on the performance of miard amall enterprises in the

livestock sector in North Eastern Kenya.
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4.2 Descriptive Statistics

Descriptive statistical analyses were performethia study using SPSS version 20.
The analysis carried out included examinationshef distribution, central tendency
and dispersion of the preliminary data. The ansalyavolved the application of

standard statistical measures to determine skewneemn, median, standard
deviation and covariance of variation for each disien and variable in the sample
(Sekaran & Bougie, 2010). In this thesis, the dptge statistical analysis was

performed for all the measures of the four variable

4.2.1 The Characteristics of the Micro and Small Eterprises

The focus of this study was on the performancenddllsand micro enterprises in the

livestock sector in North Eastern Kenya; GarissajifNand Mandera Counties. A

total population of 305 micro and small firms i tlivestock sector was contacted out
of which 191 firms or 63 percent of the total mi@od small firms responded. The
profiles of the firms that responded to contactseatben examined in detail in terms
of their location, age of the firm, startup capitddle number of employees per each
firm, form of business linkages with large firmsdathe livestock subsector in which

each firm operated.

Further, the characteristics of the individual epteneurs who were the owner
managers of the firms were analysed, discussegaasgnted in terms of their ages,
formal educational level, gender, position in thusibess, additional occupations and
whether the entrepreneurs operated in their ownechises or at rented and what
kind of transport they used for their businessesthods of trade or debt disputes

settlement mechanisms, and management approachibe 6fms in terms of book
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keeping methods, who were their end customers, they acquired their businesses
and what they saw as changes in sales of theis’fiperformance were also analysed.

The finding of these analyses were tabulated aesepted in Tables 4.1 to 4.7.

4.2.2 Age, Legal Form and Distribution of the MSEs

The aim of these three analyses was to categandéngerpret the respondent firms in

terms of their ages since the firms started opegadis trading concerns, their legal
forms; whether they operated as limited liabilignganies, partners or sole traders,
and the distributions of the MSEs in terms of casaind the types of livestock in

which they traded; whether camels, cattle or geats sheep. In all the three, the
method of categorization used was frequency digioh. In these frequency

analyses, the ages of the firms were categorizedfive groups, based on whether
they were five or less years old, between six to years old, between eleven to
fifteen years old, between sixteen to twenty yeddsand finally those above twenty

years old. This classification approach resulteédtal of five groups as presented in

Table 4.1.

Table 4.1: Ages of MSEs in Categories

Years Frequency Percent Accumulated
frequencies
1-5 47 24.6 24.6
6-10 82 42.9 67.5
11-15 52 27.2 94.7
16-20 4 2.1 96.8
Above 20 6 3.1 100
Total 191 100.0 100

Source: Field data (2015)
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Table 4.1 indicates, 67.5 percent or 129 firmshim $tudy were between ages of one
and ten. Only six firms or 3.1 percent were mo@nttwenty years of age. However,
27.2 percent or 52 firms were between the agedevkr and fifteen. As shown in
Table 4.1, majority of the firms were young, 67.6%ihem, were in between one and

ten years.

The young age of the firm's 94.7% of them beingsléhan 16 years of age,
somewhat suggests high turnover of the firms indbetor, where new entries and
failure rates are high, confirming the literatueview on the performance and high
mortality rates of micro and small businesses. [Eigal form of the MSEs and their
distributions in terms of counties and types otéitock in which they traded were
analysed. As the Table 5.2 shows, majority of thed were sole proprietors and
family owned. This was 58.1 percent of all thosen§ who responded to this study.
The rest of the firms, 41.9 per cent were partrzard none were limited liability
companies. The fact that none of the companies \weriged liability companies
demonstrated that MSEs in the livestock sectogarerally micro and small and thus
lack the resources, human capital and sophistitabosustain the needs registered
companies that satisfy the requirements of comrmakerfirms operating under

company’s law, Chapter 486 of the Laws of Kenya.

In terms of distribution of the micro and small enprises, Garissa County had the
largest number of firms (48%) followed by Wajir Gy (26%) and Mandera County
(27%). The achieved from Garissa was (37.2%), Wagiunty (29.8%) and Mandera
County (33%). In terms of distribution of livestoglde, a majority of MSEs (43.5%)

were dealing in cattle, 39.3 percent dealt intg@ad sheep while 17.3 percent were
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trading in camels. The traders in camels were febemrause camels are the most
expensive livestock, averaging Ksh 60,000 per ahiamal therefore were more
capital — intensive than cattle, goats and sheép. fihdings are presented in Table

4.2

Table 4. 2: Legal Form, County and Livestock Subséar MSEs Distribution

| | | Frequency | Percent
Legal Form
Sole proprietor / family 111 58.1
Partnership 80 41.9
Limited liability companies 0 0
Total 191 100
County
Garissa county 145 47.5 71 37.2
Wajir County 78 25.6 57 29.8
Mandera County 82 26.9 63 33.0
Total 305 100 191 100
Livestock Subsector
Camels - - 33 17.3
Cattle - - 83 43.5
Goats/sheep - - 75 39.5
Total - - 191 100

Source: Field data(2015)

Table 4.2 indicates that the skewness observedenldgal form and firm size
distribution of micro and small enterprises coudddxplained by the characteristics of
the firms within the industry and their financianstraints. The distribution of firms
as shown in Table 4.2, tends to depict to gen@@lcharacteristics. The bulk of the
firms are clustered around micro enterprises amy tre located in regions with
better strategic trade location as is the casedris& County where 47.5% of the
MSEs in the sector are based. In rural areas wthese MSEs are located, the finite
duration of the opportunity assumption makes modelif entrepreneurial behaviour,
social and economic institutions, and firm perfonee closer to the reality without

losing generality.
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The vanishing of existing opportunities in the Btack sector is the central force for
small firm’s poor performance, or failures andande explained in many ways such
as the entrepreneurial behaviours of the owner gesaexpiry of contracts, and
socio-economic realities of geographic areas. mmeary a majority (67.5%) of the
micro and small enterprises in the livestock seatoNorth Eastern Kenya which
participated in this study were less than ten yearsge. The legal forms were sole
proprietors and partnerships and a majority (48%hem were located in Garissa
County. Firm performance is greatly function ofaeses which is also dependent on
the size of the firm. Unlike the strand of litenauhat is concerned with island model
which proposes to describe a situation where imgusze and the number of firms
keep growing without consideration of decline arat éxits of firms, the legal form
and MSEs distribution of those livestock entergissed in this study suggests that
location and size distribution vary across firmsthwdifferent entrepreneurial trade
orientation and geographical and socio-economicsttaimts prevailing at given

moment in accordance contingency theory of firnfgrenance.

4.2.3 Number of Employees and Actual Start-Up Cosif MSEs

The participating firms for this study were exanunm detail by their present
numbers of employees and by their actual startagptal inputs in order to classify
their sizes. The approach used in the analysislved classifying MSEs by the
number of employees in groups of five — and byahount of their start up capitals.
The start-up capital were grouped into three categoof less than Ksh 100,000,
between Ksh 100,000 to Ksh 500,000, and Ksh 500t6000sh 1 million. The first
category consisted of MSEs with up to nine empleyaed with start-up capital of

less than Ksh 500,000. This category was namedrsiaterprises in accordance with
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the definition of Kenya’'s MSEs Act, 2012. The sedt@ategory had employees in the
range of 10 to 49 and with start-up capital of kew Ksh 500,000 and Ksh
1,000,000. Firms in this category were the smatkemgmises in accordance with

MSE’s Act 2012. The results of the analysis ares@néed in Table 4.3

Table 4. 3: Size of Employees and Start-up Capitals

Number of employees Frequency of employees Perter total
1-5 19 9.9
6-10 153 80.1
11-15 10 5.2
16-30 6 3.1
Total N= 191 100
Size of start-up capital

Less than Ksh 100,000 173 90.6
KSh 100,000-Sh 500,000 16 8.4
KSh 500,000-Sh 1 million 2 1.0
Total N= 191 ao

Source: Field data (2015)

Table 4.3, indicated that 90 percent of the firmshe study had total employees of
less than ten, and this was in accordance witiMiftteo and Small Enterprises Act,

2012 which indeed defined micro enterprises asethdth employees not exceeding
nine. Thus majority of MSEs in the livestock in MorEastern Kenya are micro
enterprises. A indicates that 90.6 percent of thasf started their businesses with
capital of less than Ksh 100,000. Infact a majdit§%6) of the owners of firms in this

study intimated that their start up capitals weeeyvmodest, less Ksh 50,000. “We
had little money to start this business, but passstsnore faith and determination to

succeed,” most of the owners of the enterprisesrteg.

These statistics in Tables 4.1, 4.2 and 4.3 thezefuggest that majority of the firms
operating in the livestock sector in North Eastikemya are recent start-ups and are

micro and small enterprises with minimal initiabdal. However, 3.1 percent of the
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firms were older than 20 years and only one perbadtstartup capital of above Ksh

500,000.

It was further revealed that small enterprisestade stock of livestock in ranches in
Garissa County and were part of larger livestoeklitrg networks in Mombasa and
Nairobi. Analyzing micro and small firms by the nben of employees and start
capital is unsurprising because firm sizes, acogrdo the literature are categorized
according to the number of employees, balance stade¢ and annual sales turnover
(Scarborough, 2013). In this regard, the legal fafmthe businesses, the number of
employees and the amount of start-up capital weesl uo confirm that indeed the

participating firms in the study were micro and #raaterprises.

4.2.4 Characteristics of the Entrepreneurs

Entrepreneurs as founders of business enterprizestitite a fairly heterogeneous
group of individuals. In micro and small businesst#®e firm’'s entrepreneurial
behaviour and those of the owner managers are gygmors. The success of micro
and small businesses heavily depend on the hunmtalcaf their owner managers.
There is a recurring theme centered on managemsmviour as crucial to the
growth of small businesses; management behaviour lwa derived from the
background characteristics of the entrepreneursh sas age, gender, business
experiences and amount of formal education. Siheefdcus of this study is on the
performance of the micro and small enterpriseshi livestock sector in North
Eastern Kenya, it becomes essential to examine sintiee characteristics of the
entrepreneurs, the 191 traders in the sector wiiicipated in the study. Such an

approach helps complement with evidence the thieatetnalysis of chapter two and
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three of this study. Under this section, charasties of the entrepreneurs in terms of
the gender of the respondents, their respective, dlgeir work experiences and their
level of formal education were analyzed. Analysisthe characteristics of the
entrepreneurs indicate that a majority of the epreneurs in the livestock sector
were men (57.1%) whereas women owned MSEs wer8%12Given the
conservative nature of the communities in North t&as Kenya, it was rather
surprising to find that about 43 percent of all M8Es in the livestock sector were
owned and managed by women. However, more men tt@deng in camels and

cattle than women.

More women were in the businesses of trading insgaad sheep as they argued that
enterprises dealing in goats and sheep requiredchgstal and were less complicated
and easier to operate. Most of the entrepreneure waarried (91.9%) and only
(8.9%) were single. This suggested that MSEs mdhctor were for people of middle
age and since entrepreneurs are older on avenag@lder people are more likely to

be married; was deducted as social capital drivehngcessity in motives.

In terms of the ages of the entrepreneurs (26.7&6¢\w the age bracket of between
18 years and 35 years, described in Kenya as tloaithy, 66.5 % were in the age
bracket of between 36 years and 50 years and 6 &% above the age of 50 years. In
terms of business or work experience, a majority5%) of the entrepreneurs lacked
any business experience and only 22.5% had somkdfitbusiness experience. In
addition to business experience, the formal edocalilevels of the entrepreneurs
were analysed. In this context, level of educatias categorized into Six groups:

those with no any formal schooling, those with sgmenary level education, those
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who completed primary level of education (8yeatfjpse with some secondary
schooling, those who completed secondary or 12syefaeducation and finally those
with some level of college or post-secondary lefetducation. As indicated in Table
4.4, a large number (46.1%) of entrepreneurs werset with no any level of formal
education, could hardly speak in English but cospeak in Kiswahili with some

challenges.

However, it was interesting to note that 26.7 petrdead qualifications to primary
level or below in terms of formal education. Onlyl Zercent of MSEs owners
reported to had education qualifications to collegepost secondary level. The

findings are presented in Table 4.4.

Table 4. 4: Characteristics of the Entrepreneurs

a)Gender; N=191 Frequency Percent
Male 109 57.1
Female 82 42.9
Total N=191 191 100.0
b) Age of entrepreneurs N = 191

18-35 years 51 26.7
36-50 years 131 66.5
Above 50years of age 9 6.8
Total N=191 191 ao

¢) Their work experiences N = 191

No work past experience 148 77.5
Yes —with work experience 43 22.5
Total N=191 191 100
d) Educational levels N =191

None 88 46.1
Some primary levels 7 3.7
Completed primary (8 years of schooling) 44 23.0
Some secondary 36 18.8
Completed secondary (12 years of schooling) 12 6.3
Studied college (Post-secondary) 4 2.1
Total N =191 19 100.00

Source: Field data (2015)
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Table 4.4 indicated that gender distribution, ade eatrepreneurs, their work
experiences, and their educational levels, the datéirms the characteristics of the
entrepreneurs as generally theorized by the lilezateview on micro and small
businesses. The findings from this study concuth Whips (2004) who argue that a
majority of entrepreneurs in the livestock are mehp were below 50 years of age,
and with limited human capital in term of businessperiences and formal

educational levels.

Entrepreneurial human capital is largely acquiradan individual basis and consists
of a combination of skills, knowledge and resourttes distinguish an entrepreneur
from his or her competitor. Thus, gender, age, veerience and educational levels
are considered important criteria in relation tamfiperformance, entrepreneurial
behaviour and human capital have been linked tepreneurial activity (Rwigema,

2011). These results concur with Box et al. (1994)0 argue that firms of

entrepreneurs with higher education and greatarsing experience tend to perform
better than firms of less educated and inexpergkneetrepreneurs. Analyzing

personal characteristics of entrepreneurs is inpbibecause the literature in forms
that as, much as 90 percent of small businessréailare attributed to incompetent

management (Stokes & Wilson, 2006).

4.2.5 Characteristics of the Firms

The nature of micro and small firms demands they thave certain recognizable firm
level characteristics. These firm levels attributdsmicro and small enterprises
include firm structures, management styles, dispesolution mechanisms, records
keeping methods, linkages with large firms, soufefinding and registration with

national revenue authorities such as Kenya ReveAuthority. Firm level
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characteristics can be seen as a firm’s profileerms of size, age and experiences in
the business. Accordingly, the firm level charastars of those firms which
participated in this study were analysed in termgheir structures, record keeping,
level of formality, end markets served, registmatisith Kenya Revenue Authority
(KRA) and/or operating a business bank accountedms of management, 96.9% of
MSEs were managed by owners who also took theabblmanagers on day to day
basis. Three percent (3.1%) of the MSEs had eregidyll time managers, separate

from the owners.

As indicated in Table 5.5, 7.3%, of MSEs were asded with large firms such as
Kenya Meat Commission (KMC) with a majority(92.7%gaving no contractual
relationships or any other association with laigad. In terms of accounting form of
recording keeping, only few firms (2.6%) employedl fime book keeper, a majority
(97.4%) had no services of a book keeper. Intergisti 85.9 % of MSEs kept their
records of the number of livestock traded, numbeld,sthe sales amount and
purchases amount in some books known as stock rleglgd Monthly sales and

purchases ledger whereas 14.1% kept their recorsisnne receipts or other forms.

Whereas a majority (52.4%) of the MSEs have Nai@bitheir end market, 39.3
percent have trading their activities limited teithrespective counties. However, 6.8
percent take their livestock supplies to Mombasa@mly 1.6 percent of MSEs were
engaged in export trade to Middle East. A majo(Bg.3%) of the MSEs were
founded through the initiatives of the owner mamagA significant number (26.2%)
of the firms were created through the introducaod support of friends and relatives.

Few of the firms (4%) were purchased businessesoahd9.4 percent of the firms
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were inherited from parents. In terms of formali®y,.2 percent of the firms were
registered with Kenya Revenue Authority (KRA) f@axtpurposes and majorities
(72.8%) were not registered for value added tax inoome tax with KRA. This

confirms that the micro status of most of the MSEBcro firms assume that

registration for KRA carries with it the burden @dsts without matching benefit. A
majority (80.1%) of the firms operated bank acceumthereas 19.9 percent of them
did not have bank accounts. Micro business ownegngeathat operating bank account

is costly and inconveniencing for them.

In terms of operation, (54.5%) MSEs operated froomé with 45.5 percent
indicating operating in some rented premises, bemtise away from their homes. In
terms of dispute or debt settlement mechanism8%2f owner/ managers of MSEs
stated that they used informal methods of commueldgrs to arbitrate their business
disagreements when that occurs, 20 % of them baidused the law courts and only
3.1 percent reported the use of Kadhi Courts. imseof business diversification, 88
percent reported that they didn’t own any otherrrss and 12 percent reported that
indeed owned some other businesses such as redgtanmragrocery shops to
complement their livestock trade. Some of the gmnéneeurs (30.4%) reported that
livestock trade was seasonal and therefore hadti@wmiali occupation, whereas
(69.8%) of owners/ managers reported that theyadpertheir livestock businesses as
full time and thus had no additional occupation.ténms of business planning, a
majority (94.8%) of the MSEs lacked any written ipess plans. Only 5.2 percent

reported that they had some kind a document kn®aof a business plan.
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This well fitted with the management approachesnafro enterprises. For startup
entrepreneurs raring to implement their ideas,ingita business plan seems to be
unnecessary exercise standing in the way of whatlty important to them, which is
opening the doors for business. Although, caref@paration of a business plan
provides an entrepreneur with an opportunity td padgether all facets of a new
venture and examine the consequences of differeategies and tactics, written
business plans is laborious demanding higher lefdduman capital and costs in
terms of time and money. In a summary a writtenrass plan is virtually a universal

requirement for entrepreneurs who are seeking flovergure capital.

However, very few entrepreneurs ever have formaltwe capital in hand at the
moment they start their ventures. Majority of miand small firms sources their
funding from within; the owners and through frieratsd family and therefore argue
that they don’t need business plans whose mainveagi for fund raising through
additional partners or loans (Kirby, 2006).

Table 4.5 : Firm Level MSEs Characteristics

a)Structures N = 191 Frequency Percent
Owners/Managers 185 96.9
Have a manager 6 3.1
Total 191 100.0
b. Management: Book keeping N =191

Forms of accounts: Associated with large firms: Yes 14 7.3
No 177 92.7
Books 164 85.9
Receipts 26 13.6
Others 1 0.5
Employ a book keeper 5 2.6
Total 191 100.00
c. Level of formality: N =191

Funding through own initiative 119 62.3
Introduction through friends / relatives 50 26.2
Inherited from parents 18 9.4
Purchased business 4 2.1
Total 191 100.00
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d) The end markets N = 191

Local in the same county 75 39.3
Nairobi 100 52.4
Mombasa 13 6.8
Export — middle East 13 1.6
Total 191 100
e) Registration with KRA/Banks account N=191

Registered with KRA 52 27.2
Not registered with KRA 139 72.8
Operate bank accounts 153 80.1
Have no bank accounts 38 19.9
Operate from home 104 54.5
Operate way from home 87 45.5
Total N=191 19 100

Source: Field data (2015)

Table 4.5 indicate the responses in regard to liagacteristics of the entrepreneurs
and the firm level characteristics of their livestceenterprises. The findings concur
with descriptions of characteristics of micro amda#i enterprises in literature. The
management styles of the enterprises studied, theards keeping methods, level of
formalities, their operational frameworks and scepggest that a majority of firms
are micro and small. A majority of the firms (96.p%tudied lacked vision for
growth, commitment to constructive change, perstse to gather necessary
resources, and energy to achieve unusual perfoendrese findings concur with
Menzel (1993), who argued that as the ethical ¢k an organization becomes
stronger, it tends to have positive moderating ugfice on organizational

performance.

In summary, Tables 4.4 and 4.5 demonstrate thatonaiod small enterprises in the
livestock sector in North Eastern Kenya are yountgerms of age, size, capacity and
philosophical outlook. Majority of the firms havéndncial, human capital and

physical capital resource limitations. These areurusual given the geographical,
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economic and social institutional environment inichhthese firms operate. The
analyses of the data suggest the institutional@mdical infrastructure necessary to
ensure broad-based, low-cost access to competived, —functioning livestock

markets and supplies requires significant investmey county and national

governments or non- governmental bodies’ aid flo@isice such significant public
sector investment is not obvious, the MSEs in tlkiestock experience resource
scarcity and thus many of them get stuck at theoboof the entrepreneurial pyramid

‘micro and small enterprises’ category.

4.2.6 Performances of the Micro, Small Enterprises

In this study the descriptive statistics for th@eledent study variable of performance
are presented in terms of their distribution, cantendency and dispersion in Table
4.6. As can be observed from the Table, distrdvutif perceived profit, profits/sales
ratio, growth in the past five years and ownersfilEmyees satisfaction levels are
provided in terms of skewness, mean, median, stdrilaviation and covariance of
variation. The results for central tendency ardcattd by the values for mean and
median of the data, whereas results for dispersibreach of the performance
dimensions are presented in the form of standanatien and coefficient of
variation. The median is preferred over the meannfode) when data is skewed,
since the mean loses its ability to provide thet loesitral location as the skewness
drags it away from the typical value. However, thedian best retains this position
and is not strongly influenced by skewed valuespRadents were asked to rate the
growth and profitability of their business in terrok perceived profit, profits/sales
ratio, growth in the past five years and ownersfigayees satisfaction levels during

the past five years on a likert scale of 1 to 5 nehe= Strongly disagree and 5=
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Strongly agree. The findings are presented in Tél@le

Table 4.6: Descriptive Statistical Summary for Perdbrmance of MSEs

Measure Profit above| Profit/Sales | Growth in Owner's or

average ratio the past5 | /customers

years Satisfaction
N 187 181 181 181
Skewness 1.03 0.735 -0.328 0.672
Mean 2.112 2.658 3.144 2.072
Median 2.00 2.00 2.00 2.00
Standard deviation 0.818 0.968 0.989 0.775
Coefficient of variation 0.387 0.364 0.314 0.374

Source: Field data (2015)

Table 4.6 results shows the descriptive statistidche MSEs performance in terms of
average profits, profits as a ratio of sales volugrewth in the past five years and
owners/ customers satisfaction. The finding in €abI6 shows that the distribution
for average profit was rather high. The resulditamhally show that the distribution

had a large right tail (Skewness1.04). The results show that profits on average

(Mean= 2.112) was a significant component of MSEsfggmance. The variation
among responses was moderate (Sd=0.818). The ianhhgsults for ratio of profits
to sales presented in Table 5.6, show a negatstehdition (Skewness =-0.328) of

near symmetrical distribution in nature.

In interpretation, this means that there was a bhaknce in scores to both sides of
the value of the mean. Majority of the MSEs repibibelow average profits to sales
(Mean=2.658). The variation among responses coimzg profits to sales was

relatively wide — spread (Sd = 0.989). The restliss reveals a situation where

overtime in the lives of these young firms, majtf them experienced profits to
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sales ratio growth levels in the range of 8% to 13%is is within the average sales
growth in the livestock sector as confirmed by seeen firms in the case study in
chapter seven. The descriptive statistics for gnowmtprofits in the past five years,
point out that on average growth was rather lowe &herage growth (Mean= 2.658)
tended to disagreement by respondents as measurdte lhikert scale suggesting
that profitability growth were matters pursued bgjomnity of the MSEs in this study.
The variations among the responses (Sd=0.968), ewsuggest that pursuit of
profitability growth was relatively wide spread ass the micro and small enterprises

studied.

The entrepreneurs interviewed said that their piyngoals in their business were
survival and growth and these goals were validategrofitability growth. “Profits

are the life-blood of our firms” they said. Thesesdriptive statistical results show
that majority of the MSEs studied in the livest@dctor made modest profit growths
ranging from 5% to 15%. Majority were in the catggof those making less than 10
percent profits per year. The descriptive stagsto owners/ customers satisfaction

levels is shown in Table 5.6.

The distribution is right skewed (Skewness = 0.6TA)s could be explained that the
majority of the scores were moderate, hence shoaingar symmetrical tail to the
right of the normal distribution curve. Majority dhe MSEs studied were in
agreement that they had achieved higher satisfadeéwels with the business
(Sd=2.07). This is in agreement, with conclusiordenaoncerning satisfaction levels
of entrepreneurs or individuals who opt for smaitl anicroenterprises. Further, the

variation among responses in regard to owners @tomers satisfaction was
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relatively lower in comparison with other perfornsanvariables ( Sd= 0.775),
meaning that the responses of the participanteettudy shared common view that
indeed “ derived higher satisfaction ” in the litesk trading sector in North Eastern

Kenya.

In conclusion, the results of the descriptive datalysis strongly suggest that in most
of the firms, the perception concerning their fipmrformance was low. Few firms
indicated that their performance was “high, weHleerced and derived higher
satisfaction to owners and customers. This is coefl by the mean values that
ranged from 2.11 to 3.14. Similarly, the dispersiamdicates that even though there
were small differences in opinions concerning measof performance of their firms,
these variations were minimal (Coefficient of véiga range between 0.31 to 0.39).
Small variations in opinion regarding performanaetérs indicates consensus on how
performance was measured across the MSEs in tly. stine pattern of scoring
which did not suggest skewness towards extremeolefight assure that data for
performance analysis demonstrated properties omaldly and thus satisfy the

requirements needed for different kinds of regmesanalysis.

4.2.7 Factor Analysis

Factor analysis was performed on the elementseofrithependent variables in order
to extract the relevant set of factors to be usefit the research model and test the
hypotheses. The purpose of factor analysis wasigooder simple patterns of
relationships among variables and generate fewdee of analysis (Anderson, 2004).
In the context of this research, the variablestlagedegree of agreement with various

specific statements in regard to entrepreneuridiabier, social and economic
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institutions, while the factors are the general artying themes. In its procedure,
rotation is either orthogonal or oblique. Obliquasaapplied to identify meaningful
factor names or descriptions. Factor rotation uwsed to re-orient the factor loadings
(FL) so that the factors were more interpretablee Wf oblique rotation allow for
correlations between factors since many attitudin@lensions are in fact likely to be
correlated. For easier interpretation of the fagtonly the pattern matrix is examined
(Costello and Osborne, 2005). The results for thetd¥ Analysis are shown in

(Appendix ll1A and IIB).

The relevant factors were extracted and renametiehasis of communality score of
each item. The approach of extracting items onliasis of their communalities
selects those items with communality score of greitan or equal to one (Churchill
and Lacobucci,2002). The findings in Appendix lldveal that fourteen factors were
extracted and these explained 71.471% of the vat@htion. Factor 1 contributed the
highest variation of 12.735%. The contributionsrdase as one move from one factor
to the other up to factor 14. Second order extracppendix Il B show insignificant

changes.

The initial component matrix was rotated using Yeax (Variance Maximization)
with Kaiser Normalization. The above results alldwer the identification of which
variables fall under each of the 14 major extradiectors are summarized and

identified in Table 4.7.
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Table 4. 7: Fourteen Factors Extracted
Theme Specific Statements of study variables  [Study Elements FL
EB | greatly plan my next move in this businesTolerance of ambiguity 760
The future of livestock business is very brigMotivation oy
I will never give up this business regardles|Risk taking 2o
failure T
I know and comply with all business Legitimacy behavior 687
regulations '
| take bold and wide ranging act within the|Risk taking 644
business '
I have (owner) network of individuals who |Locus of control
o o 574
trust to bring information/ideas.
Sl || am a member of a very strong livestock |[Membership Business 507
business association. ASS. '
\We are members of varied groups with str¢Strong bonding groups 496
bonding ties. '
The business receives a lot of support fronKinship 4
oo . 473
family/kinship
El [The products of different firms are also  Market structure 754
different T
Options for competition in these businessgMarket structure 634
are many.
I am a member of a very strong livestock |Gov't policy dimension 617
business association. '
There is much trust and honour among  |Gov't policy dimension 60
business community in the sector. '
It is easy to borrow money from my social |Access to financial 592

friends.

resource

Source: Field data (2015)

Table 4.7 indicates that each of the 58 variablesevexamined and placed to one of
the fourteen factors depending on the percentagaaridbility; that is, the explained
total variability of each factor. A variable is ddio belong to a factor to which it
explains more variation than any other factor. itdims in the 14 factors identified
had factor loadings above the cut-off value (OMpressing on their importance and
meaningfulness to the factors in the light of recmmndations by Hair et al. (1998).

As Table 4.7 shows the individual variables conostiy the fourteen factors

extracted.
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4.2.8 Entrepreneurial Behaviour

As the Table 4.8 shows the distribution of the foienensions of entrepreneurial
behaviour were analysed using skewness, measumnthl tendency presented in
terms of mean and median of the data. However, difeomes of results for
dispersion of each of the five dimensions of emgepurial behaviour are presented
in the form of their standard deviations and cagfit of variation. Respondents were
asked to indicate a likert scale of 1 to 5 wheresfrengly disagree and 5= strongly
agree the statement of entrepreneurial behaviaoappating to the actual conditions

in it. The analyses are summarized in Table 4.8.

Table 4. 8: Entrepreneurial Behaviour Summary of Dacriptive Statistics

Measure Motivation: Legitimacy | Risk Locus of| Tolerance
(achievement | seeking taking control for ambiguity
need) behaviour

N 190 189 189 188 188

Skewness 1.261 -0.1165 1.23 0.852 1.313

Mean 3.725 3.005 2.30 2.22 1.935

Median 2.00 3.00 2.4 3.0 4.0

Standard 0.679 0.914 0.860 0.962 0.793

deviation

Coefficient of 0.183 0.304 0.374 0.433 0.409

variation

Source: Field data (2015)

Table 4.8 describe the descriptive statistics @& thmensions of entrepreneurial
behaviour, which in this study comprise: motivation need for achievement,
legitimacy seeking behaviours, risk taking, loculs control and tolerance for
ambiguity, show the distribution, central tenderayd dispersion for all these

measures.
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The results for frequency distribution of motivatia@imension of entrepreneurial
behaviour as measured by achievement need andbtigisiours of work in Table 4.8
indicate that, the measure had a right-sided $itnetare than to the left (Skewness=
1.261). This suggests that majority of the entrepues were motivated highly and
therefore most of the numbers of scores were spyaadver greater range of values
on the high value end. As for indicators of centesddency, motivation possessed a
high mean score (Mean= 3.73), showing that more $18&kners / managers in the
study were motivated and achievement need drivepetform better and stay in
business whatever the prevailing institutional winstances. Further, they were
highly determined, motivated individuals with a luit self-confidence and locus of
control. This was generally the case because oétiiepreneurs argued that “given
their economic survival, and their geographicabtam in rural settings and limited
formal education, the option were highly limitedius, they had to be determined to

make it or perish.

Regardless of how many times they failed, they @@llvays pick themselves up and
begin to run their business all over again. Somihem argued during focus group
discussions that “entrepreneurship is 60% hard wW2Bko favourable institutions and
15% luck”. The legitimacy seeking behaviour, adoog to the frequency

distributions in Table 4.7 show that it had a syririoedistribution to the left

(Skewness = -0.1165). This suggests that the meame svas left of the median as
well as the mode. Legitimacy seeking behaviour saglobtaining operating license,
joining SACCO, business associations and regigjesith KRA, however recorded a

mean score of 3.005, and a median score of 3.00.
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These scores show that the MSEs in the study ocemesldlegitimacy seeking
behaviour as an important element of business tpesaand therefore determinant
of firm success. The risk taking component of ggaeurial behaviour shows that,
risk taking possessed a right-sided skewness 801.Pable 4.8. This means that the
values had a positive tail but were near symmetrichis suggests that the
entrepreneurs took only calculated risks and weseeraonservative in their business
dealings. The mean distribution of risk taking( Mea.30) suggest that majority of
the MSEs in the livestock sector do not undertagk taking activities such as the
application for loans or entering new markets sashthose of exports or national
terminal livestock markets. The variation amongogses was moderate in regard to
risk taking ventures ( Sd= 0.860) This moderaterescghows that MSEs owner
managers had an almost consistent of opinions dagprhow risk taking was

affecting their firm performances.

The results for effectuation or locus of control @se of the key elements of
entrepreneurial behaviour are also presented iteTaB. The results show that locus
of control possessed positive skewness of 0.85% 3mows that the values were
skewed to the right, confirming that the entreptesevere indeed individuals with

high levels of self-confidence, self-belief, and thie perception that success or
failures of their MSEs were mainly attributable tteeir entrepreneurial behaviours
and not to external factors, beyond their contrdlse results indicate that locus of
control variable is a significant component of epteneur behavior (Mean= 2.22).
The variation among responses was greater withrdetya effectuation: locus of

control (Sd= 0.962), showing that majority of thé& &k had greater variation in their

assessment for measures locus of control.
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The results for tolerance for ambiguity dimension éntrepreneurial behaviour area
also provided in Table 4.8. The distribution stnets to the right more than it does to
the left (Skewness=1.313). The results indicate tthlarance for ambiguity variables
on average have a significant weight on entrepnebebavior (Mean= 1.935). The
results suggest that the MSEs owners/managersideonslerance for ambiguity as a
very important attribute of firm performance andrvseals of enterprises. The
standard deviation for the values of toleranceafobiguity demonstrated a relatively
moderate value (Sd=0.793), indicating or suggedtiad) the respondent held a near
consistent answering in the manner in which thaggeed the concept of tolerance
for ambiguity. During the focus group discussiorsssens, the dimension for
tolerance of ambiguity was made clear to mean ramlee for failure and business

performance challenges”.

In conclusion, these descriptive statistical aredy$or entrepreneurial behaviour
indicate that most MSEs considered the variable asajor driving force of firm

performance. The statistics show that the valuwesehtrepreneurial behaviour
displayed properties of normal distribution. Thisans that, if the mean of the
respondent’s scores were independently drawn floenstudy sample it would be
approximately normally distributed. There was akedrconsistency (Coefficient of
variation range 0.18 to 0.43) in response to thesgons. Since normality is a
requirement in linear regression confirmation frims descriptive statistical analysis
for entrepreneurial behaviour are normally distiéloliis a clear indication that the
variable is appropriate for further analysis udingar regression together with more

advanced inferential statistical analysis.
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4.2.9 Social institutions

The descriptive statistics of the dimensions ofiaomstitutions are presented in
Table 4.9. The results of the descriptive stasstar distribution of kinship/family,
co-ethnic networks, membership of business assocgtexistence of business rules,
level of trust among traders, strong bonding groapsl social capital seeking
behavior are presented in terms of skewness. Hawdlie results for central
tendency are provided in terms of mean and medidmea data. As concerns results
for dispersion of each of the seven elements abkotstitutions, however, have been
presented in terms of their standard deviationse Bbores of respondents for
distribution, central tendency and dispersion afskip/family, co-ethnic networks,
membership of business associations, existencerittemv business rules or plans,
level of trust and the livestock traders for stagats of social institutional variables

approximating to the actual conditions indicatedaolikert scale of 1 to 5 where 1=

Strongly disagree and 5= Strongly agree are sumathin Table 4.9.

Table 4. 9: Descriptive Statistics for the Dimensits of Social Institutions

Measure Kinship/ | Co-ethnic | Membership| Existence| Level of | Strong Social
family networks | of businesg of trust bonding | capital
association | business | among | groups seeking
rules traders Behaviour
N 187 188 186 185 186 189 187
Skewness -0.226 1.462 0.618 -1.178 1.019 1.094 0.420
Mean 2.86 2.01 2.55 4.00 2.13 2.29 2.64
Median 3.00 2.00 2.00 4.00 2.00 2.00 3.00
Standard 1.089 0.881 1.176 0.984 0.996 0.889 1.007
deviation
Coefficient 0.380 0.438 0.461 0.246 0.468 0.388 0.381
of variation

Source: Field data (2015)
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The results in Table 4.9 shows that the distributad kinship /family a social
institutional variable stretches to the right mtran it does to the left (Skewness= -
0.226). Family/kinship as a social institutionalkighle strongly contributes to the
relationship between entrepreneur behaviour and sViggtformance (Mean=2.86).
MSEs in the study preferred to make use of theasaapital of their kinship and
those of their families although high dependendipria characteristic in this culture.
This shows that the values were more skewed taghes, indicating that kinship and
family institutions played key role in accessingaincial resources and labour and
therefore contributed somewhat highly to firm pemance. The variations among
responses was greater for the dimension of kinghapsily (Sd= 1.089) this indicates

that there were high variations in the values ligg tlimension of social institutions.

The frequency distribution in Table 4.9 furthericades that co-ethnic networks had a
near asymmetrical distribution stretching to thghti(Skewness=1.462). This means
that the values possessed a positive tail, the rhearg to the right of the median.
Basically, this suggests that co-ethnic networlesweeful institutional framework for
firm performance. That co-ethnic network to a less&tent influenced MSEs
performance (Mean=2.01). The variation in respomsesgard to co-ethnic network
was small and consistent (Sd=0.881). Table 4®éurshows frequency distribution
of membership of business association such as SAQ@C®ther associations like
counties livestock marketing councils. The disttibl shows that membership of
business association had right-sided stretch (S&ssvis 0.618). This shows that
majority MSEs owners/managers considered membeshipusiness groupings or

association as important for the growth and suhatghe firms.
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There was a moderate agreement (Mean=2.55) thabership in association was an
important variable of social institutions. There swa widest variation among
responses (Sd=1.176) in regard of membership insness association as a social
institutional variable. The frequency distributiowas left skewed stretching
asymmetrically to the left for the existence of ttem business rules and internal
regulations of business plans (Skewness = -1.T#8%. means that majority of MSEs
lacked written business rules, or business plammss indicated that firms lacked
adequate human capital to achieve the goal of astipportive business roles. The
mean score of existence of business rules was Me@@rimplying that the MSEs in
the study considered existence, or having writtesiriess rules, or business plans as
vital for the success or growth of the firms. Theras moderate variation among
responses in regard to existence of business (8s0.984). This suggests that the
MSEs owner managers considered existence of rulegritten business plans as
critical to the success of their respective firthaligh majority of them lacked the

capacity.

Table 4.9 additionally shows asymmetrical frequeddstribution for level of trust

among the livestock traders and also among thestoowers and suppliers. The
distribution shows that level of trust among tradestretched to the right
(Skewness=1.019). This shows that the scores mEs$es positive tail, which was
close to symmetric with a more skew to the rightisTdistribution pattern of level of
trust among traders or trust as a dimension ofasaustitutions is reflected in scores
for measures of central tendency which show higluesa for (Mean=4.00) and
Median=4.00) respectively. This demonstrate thajoad number of MSEs engaged

themselves in giving or receiving resources; fugdaopply of livestock on credits or
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human capital support simply based on trust andétef that the other party would
honour any commitment made or business deals tertsal he standard deviation of
level of trust among traders scored 0.996. Thisemrabig value shows that there was
wide variation in the views among most of the resgjsmts or MSEs owners/
managers concerning how level of trust among teandiuenced firm performance as

an element of social institutions.

4.2.10 Economic Institutions

The descriptive statistics of the five dimensiohe@nomic institutions are presented
in terms of distribution, central tendency and drspn in Table 4.10. The results for
distribution of government policies dimension, n@rkstructure, availability of
opportunity and training, ease of transport or nmoet of livestock, ease of access to
financial capital and education and innovation eyst are provided in terms of
skewness. Additionally, the results for centraldemcy are shown by the mean and
media of their data. However, the results for disjpm of each of the economic
institutional dimensions are presented in termsthefir standard deviations. The
figures of respondents for distribution, centraldency and dispersion of government
policy dimensions, market structure, opportunityd amaining available, ease of
transport for the livestock, access to financiabreces and education and innovation
systems for statements of economic institutionakdes approximating to the actual
conditions indicated on a likert scale of 1 to 5ewéh 1= Strongly disagree and 5=

Strongly agree are summarized in Table 4.10.
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Table 4. 10: Descriptive Statistics of Economic Ingutions

Measure Gov't | Market Opport.& | Ease of | Access to | Business | Educ. &
policy | structure | training | transport | financial | Assoc./ | Innovation
dime. resources | Saccos | Systems

N 186 186 187 188 186 186 188

Skewness -0.51 1.078 0.524 -0.382 -1.832| -0.3015 0.711

Mean 3.32 2.37 2.39 3.03 3.874 3.285 2.613

Median 3.00 2.00 2.00 4.00 4.00 3.00 2.00

Standard 1.083 0.955 0.999 1.230 1.093 1.096 0.928

deviation

Coefficient of| 0.326 0.403 0.418 0.406 0.282 0.333 0.355

variation

Source: Field data (2015)

Table 4.10 indicates that the skewness of goverhpaicy dimension of economic
institutions was negative, having a tail to the [&kewness = -0.157). Government
policy dimensions imply Kenya’s national and cougbvernments’ policy objectives
and laws in respect to livestock sub sector. Adddilly, the findings in Table 4.10
reveal that respondents were in agreement thatrigment policy objectives in form
of information, trainings of traders, a policy fraworks or direct financial access
were generally lacking and acted as constraintsbétter firm performance
(Mean=3.32). The variation among respondents wezater (Sd=1.083) perhaps due

to differing county governments objectives to litwek business sector.

The analysis of market structure dimension compgisof nature of products,

competition, price, market rivalries, and buyer d&@gbur are presented in Table 4.9.
The results indicate that the values for this disni@m had a near a symmetrical right
distribution (Skewness = 1.077). The results ingicdat market structure had an
influence on MSEs performance (Mean=2.37). Findhg, values for market structure

too show that the values were widely dispersedq(8®55).
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These scores inform that many micro and small fimthe livestock sector in North
Eastern Kenya consider market structure, the natodenumber of firms in the sector
and therefore competition as an important elementuisiness profitability and thus
firm performance. This is captured by the righlediskewedness and the mean value
for this dimension. This result had some uniformatyross MSEs in the study as

indicated by the low standard deviation.

The analysis for the frequency distribution of ofipoity and training available are
also presented in Table 4.10. These results shewdlues for this dimension had a
positive right tail (Skewness = 0.524) with (MearB9). The variation among the
responses in regard to opportunity and training wately dispersed (Sd=0.999).
These findings show that many MSEs in this studgpsatered opportunity and
availability of entrepreneurial management traisings one of the important
determinant of firm performance. However, the MSismers/managers felt that such
training was not available in their respective des And if available, such trainings
were provided for those with more advanced fornshlcation such as those MSEs

owners who reached beyond eight years of schooling.

The findings for the frequency distribution of eagdransportation for the livestock
are also presented in Table 4.10. These resultsated that the figures of this
dimension had a left tail (Skewness = -0.382). Tasults for central tendency
demonstrate that mean, and median were 3.03 a@drdspectively. These results
suggest that ease of transport for livestock wassidered by the MSEs owners
managers as very important to the performanceeof finms. However, they indicate

that transporting or trekking livestock from far awcounties such as Mandera and
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Wajir to terminal markets such those in Nairobi &hoimbasa or even to Garissa was
costly and challenging for traders. Therefore #mults show that standard deviation
was (Sd=1.23), suggesting that most of the tradeld different opinions on the ease
of transport for the livestock to terminal markketsated in urban areas of the country.
Similarly the results of access to financial resesrare provided in Table 4.10. These
results show that the values for this dimensioaaahomic institutions had a long left

tail (Skewness= -1.832). There was a strong agreethat financial resources was a
strong constraint in livestock trading business &We3.874). The variation among

responses for access to financial resources wasyhiigpersed (Sd = 1.093). These
results indeed demonstrate that majority of MSEhe study considered access to
financial resources as great challenge to theiiopaance; growth, profitability and

survival. This is shown by the left tailed skewnassl the very strong mean value of

this dimension.

The analysis, in summary show that for the most M3k the study, economic
institutions as represented by the dimensions ofegonent policy dimensions,
market structure, opportunity and entrepreneurahings available, ease of transport
for the livestock, access to financial resourceas @sucation and innovation systems,
influenced greatly the performance of their respectirms. The low coefficient of
variation values in the range of 0.28 to 0.42 iatkcthat whereas there was some
variations in the opinions concerning how econonmstitutions influenced the
performance of the MSEs in the study, these vanatwere small, showing more of
consensus on how economic institutions or theik thereof, manifested across the
MSEs in the livestock sector. The pattern of sa@wh the results suggests that data

for economic institutions demonstrate the qualitiesormal distribution.
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4.3 Testing of the four hypotheses using inferenti&tatistics: H;, Hp, Hs, and Ha.
The primary focus of this study was to establiste trelationship between
entrepreneurial behaviour and MSEs performancegh&uthe objectives of the study
were to investigate the moderating roles of soaral economic institutions on the
effect of entrepreneurial behaviour on the perforceaof MSEs in the livestock
sector in North Eastern Kenya. Finally the studyedd at establishing the combined
effects of three predictor variables; entreprenbahavior, social and economic
institutions on MSEs performance. Following thergture review in chapter three,
the nature of these variables of the study and tiedationships were examined in
detail with performance as the dependent varialfléghe conceptual framework
presented in chapter three. Figure 3.1 demonstrétes conceptual model
schematically presented with four hypothesesl, H; and H.The first hypothesis,
H, focused on determining the direct effect of emeapurial behaviour as an
independent variable on the performance of MSHwusfirHypotheses, Hand H
aimed at establishing the moderating roles of $@tid economic institutions on the

relationship between entrepreneurial behaviourfeumdperformance.

Finally, hypothesis kifocused at examining the strength of the combirféztts of

the three predictor variables on the performanab®MSEs studied and that of their
individual effects. Each hypothesis was formulatedachieve study objectives as
shown in section 1.4, chapter one of this thesid, drence the objectives were
achieved by tests based on the intended purpoat,igh description; evaluating
differences; examining relationships and makingltéeons resulting to the choice of

factor analysis as preliminary, regression analgss variance analysis.
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In order to facilitate credible hypothesis testingechanism, the variables were
operationalized in suitable forms at the lowesklsvn the firms as shown in Table
3.1 of Chapter three. The appropriate data wasdbkected using questionnaires that
were developed based on the dimensions of eacheo$tudy variables in order to
establish the role and effects of the variablesthea dimensions on the performance
of the MSEs in the livestock sector. Testing of finer hypotheses was done in three
parts: Part one employed factor analysis as anprelry that sorted out important

specific statements of the predictor variables.

Part two of the analysis used correlation analgsisstablish the nature, direction and
strengths of the relationship among the varioussoes of each of the four study
variables and the performance of the MSEs. Padetluf the analyses employed
regression analysis, variance analysis and discatai analysis. The choice of
correlation and regression analysis was basedendhd to explore the relationships

of the independent variables and the performantieeoMSEs studied.

This method permits analysis of interrelationstapsong large number of variables in
a single study. It also allows analysis of how salve&ariables either singly or in
combination might affect a particular phenomenonndpestudied. The analysis
method (choice) also provides information concegnihe degree of relationships
between the variables being studied (Sekaran & Bou2010). To address the
research hypotheses, the study checked whetherretpeession coefficients of
entrepreneurial behavior, social and economictutgins ;) were positive (+) and
significant (P value of < .01) in line with theo@nd study expectations. The

regression analyses used included univariate aniivariate methods.

209



Univariate was used to determine the direct retatip or effect of entrepreneurial
behaviour on MSEs performance. Multivariate analygas used to establish multiple
predictor variable relationships against the depahdariable. Multiple regression
method was therefore applied to verify the relatop which involved the dependent

variable; MSEs performance and two or more predicaoiables.

4.3.1 Entrepreneurial behaviour and performance oMSEs

Hypothesis H:: There is a significant direct relationship betwesttrepreneurial
behaviour and performances of micro and small png&s in the livestock sector in
North Eastern Kenya. For the purpose of testingothgsis H, entrepreneurial
behaviour was framed as a function of the dimerssiminmotivation — achievement
need, legitimacy seeking behaviour, risk takingsuk of control and tolerance for
ambiguity or business failures (Rwigema, 2008). seh&ve dimensions were thus
operationalized by asking questions to the MSEsessvrand managers about the
concrete actions illustrating these elements. @ntyil performance of the MSEs was
measured in terms of average growth in profitsfipto sales ratio, and improvement
in the satisfactions of the respective MSEs owaad managers. In this section first
correlation analysis was done on entrepreneuriaddeur and MSEs — performance

followed by regression analysis.

The purpose of these analyses was to determinehaihttere were strong or weak
correlations between the elements of entreprereleiaaviour and performance of
MSEs. Normally low regression coefficients woulddicate weak correlations
between the independent and the dependent varidiless for this reason that it was

felt essential to compute correlation analysis navigle an indication of whether the
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measures of entrepreneurial behaviour were indetted significantly to MSEs
performance. To this end, the correlation analygas done for the six extracted
measures of entrepreneurial behaviour and thetsesuithe analysis are presented in
Table 4.11.

Table 4. 11: Correlation Coefficient for Entrepreneurial Behaviour and
Performance of MSEs

Study variables Study elements Correlation ‘r’
| greatly plan my next move in this | Tolerance of ambiguity 0.293
business

The future of livestock business is | Motivation 0.578 **
very bright.

I will never give up this business Risk taking 0.552 **
regardless of failure

| know and comply with all business Legitimacy behaviour 0.471
regulations

| take bold and wide ranging act | Risk taking 0.373
within the business

I have (owner) network of Locus of control 0.370
individuals who trust to bring

information/ideas.

™ Correlation is significant at the 0.01 level (@@¢d)” Correlation is significant at
the 0.05 level

( 2-tailed)

Source:Field data (2015)

Table 4.11 shows the results for correlation ansligs entrepreneurial behaviour and
performance of MSEs in the livestock sector showt thll the measures of
entrepreneurial behaviour were positively correlat@th the performance of the
MSEs. The scores show no negative correlation twany of the variables and
MSEs performance. The results indicate that thera positive correlation between
entrepreneur aspects of tolerance for ambiguitgitilkkacy seeking behavior, risk
taking, and locus of control as well motivation {ewvement need). The correlation
between compliance with business regulation asgairtecy seeking entrepreneur
behavior and composite MSEs performance was r=0.@irelation for ability to
plan as a tolerance for ambiguity indicator cotexla positively with MSEs

performance, with r=0.293. Motivation/achievemee¢t measured by the promise of
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a future prospect of livestock business had a nadelgr positive correlation with
MSEs performance r= 0.578. Taking bold and widegirag acts for the business and
the motivation of never giving up in the livestdaksiness regardless of failure as risk
taking entrepreneur behavior correlated positiveith MSEs performance r=0.373,

and r= 0.552 respectively.

Establishment of a network of individuals who amested and relied on to provide
information/ ideas as a locus of control indicatmas also positively correlated r=
0.370. For the objective of establishing the effg#ceéntrepreneurial behaviour on the
performance of the MSEs in the study, a three ptepedure method was applied.
First, a construct of entrepreneurial behaviour waed, then the responses were
grouped into five dimensions. Likert scale respense all the questions on
entrepreneurial behaviour were summed up to crbaendex for the construct of
entrepreneurial behaviour. Firm performance was atsnputed as an index of the
sum of the Likert scale responses of all its messdata. The following mathematical
model was used to get the results for the regnessioMSEs performance on the

construct of entrepreneurial behaviour that is gmé=d in Table 4.12.

ZMSEP.l -
MSEs performance = a+B =a+BLEB +E

Wherei=11t05,j=1to 5, MSEP = MSE performgneB = Entrepreneurial

Behaviour
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Table 4. 12: Regression Prediction Model Summary fAISEs Performance and
Entrepreneurial Behaviour

Model Unstandardized | Standardized| T Sig. | Collinearity
Coefficient coefficients Coefficients
B Std Beta Toleran | VIF
Error ce
(Constant) 1.376 215 6.38900 | .390 2.00
| greatly plan my next move in -.034 124 -0.31 -279 .781 .458 2.12
this businessX;)
Future of livestock business is -.145 125 -0.113 -1.16 .24y 440 2.140
bright (X,)
| will never give up this business  .104 .107 .098 967 .335 440 3.120
regardless of failurex)
| know and comply with all 274 .093 272 2936 .004  .40b 3.20
business regulation¥X()
| take bold and wide ranging agt  .230 101 228 2.280 .024 .67D 2.08
for the businessXs)
| have network of individuals -.037 .080 -.465 -465 .64 560  1.500
whom | trust to bring
information/ideasXe)
Model R R A | Std Error Est.
Summary d.
RZ
378 143 1| . 79558
14
Model Sum of Df Mean F | Sig.
ANOVA Squares Square
Regression 18.817 6 3.136 1.000
96
Residual 112.664 178 0.633
Total 131.481 184

a. Dependent Variable: Composite Performance

Source:Field data (2015)

Table 4.12 shows the regression prediction modeinsary for MSEs performance

and entrepreneurial behaviour.

Although the resolt the correlations showed

statistically significant relationship between epiteneurial behaviour and MSEs

performance, it was felt necessary to test furteusing the direct measures for the

dimensions of entrepreneurial behaviour. The litemreviewed such as those of

Kirby (2003); Stokes and Wilson (2006) argue thatrepreneurial behaviour

manifests in business firms in the forms of moivat need for achievement, locus
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of control, legitimacy seeking behaviour, opportyniidentification, resource
accumulation efforts, and risk taking. The resuitdable 4.12 indicate that, MSEs
performance is positively influenced by indicatofdegitimacy seeking behaviorgX
risk taking (>6) and (>6) entrepreneur behavior dimensions. It is howern#tuenced
negatively by tolerance for ambiguityfXand locus of control indicators¢X The
resulting model is expressed as follows:

MSE Performance= 1.376-0.X4- 0.113X,+0.098K3 + 0.272X4 +0.228(5-0.465¢
This model has an r coefficient of 0.378 and aralae of 4.96 significant at P< 0.01.
This means the model could be used in predictvestock MSE performance based
on indicators of entrepreneur behavior. Hence,epnéneur behavior has a positive
influence on MSEs performance as indicated by tbeetations. The model is
moderately strong since entrepreneur behavior axtdou 11.4 percent of change in
livestock MSEs Performance, with a standard erfd.696. The Table 4.12 shows
that Tolerance values lie below 1.00 and VHF beld00. This shows that there
were no problems of multicollinearity in the regies. The same was true for other

regressions.

4.3.2 Entrepreneurial behaviour, social institutiors and performance of MSEs in
the livestock sector.

Hypothesis H: Social institutions moderate the relations betweatrepreneurial
behaviour and performance of MSEs in the livessmitor in North Eastern Kenya.

In order to determine associations of social ingths and performance of MSEs,
tests for correlations of extracted measures agbkotstitutions were carried out. The
aim of correlations was simply to identify assooias between measures of social
institutions and performance of MSEs and apply therthe following data analysis

using regression method. Table 4.13 presents thidtsdor the correlation analysis.
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Table 4. 13:Correlation between Social Institutions and MSEs Pd&ormance

Study variables Study Elements Correlation ‘r’
The business receives a lot of support frg rﬁ\ﬂsesngggisgrzp Business 0.077
family/kinship

We are members of varied groups with | Strong bonding groups 0.191**
strong bonding ties.

| am a member of a very strong livestock| Kinship 0.323 **
business association.

™ Correlation is significant at the 0.01 level (@@¢d ) Correlation is significant at the 0.05
level ( 2-tailed)

Source: Field data (2015)

Table 4.13 specifically indicates social institmsowere correlated with composite
livestock MSE performance. The findings reveal sigant positive correlation of r=

0.323 of membership in a business association feignt at P=0.01. It is also

positively correlated with social institution indior of being in a member of a varied
groups with strong bonding ties, with a correlatamefficient r=0.191. The findings

further indicated that family/ kinship support cdated negatively with livestock

MSEs Performance r= - 0.077 and was not signifiea=0.01 nor at P=0.05.

Therefore, these values were used to represerdlsastitutions when moderating
effect of social institutions was tested. Stepwiegression analysis approach was
applied in order to establish whether social infbns moderated the relationship
between entrepreneurial behaviour and MSEs perfocmarlhe following equations
were used to establish the moderating role of bacistitutions between the
relationship of entrepreneurial behaviour and M$ESormance as shown in Table

4.14.
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Table 4. 14: Regression Prediction Model

Summarpr MSEs Performance and

Social
Institutions
Model Unstandardized | Standardized | T Sig.
coefficient coefficients Coefficients
B Std Beta
Error
(Constant) 1.744 201 8.687.000
The business receives a [ot -.099 .053 | -0.135 -1.88 .062
of support from
family/kinship (X1)
We are members of varied -.150 .068 0.163 2.19 .029
groups with strong
bonding ties X2)
| am a member of a very 187 .050 277 3.73 .000
strong livestock business
associationXs)
Model R R Adj. | Std Error Est.
Summary R
357 127 113 | .75156
Model Sum of | Df Mean |F Sig.
ANOVA Squares Square
Regression 14.850 3 4.950 8.7/64000
Residual 101.670 180 0.565
Total 116.520 183

Source:Field data (2015)

The findings in Table 4.14 indicate that beingenmber of varied groups with strong

bonding ties(%) and same as a strong livestock business asswgigs)positively

influenced livestock MSEs performance with a betdu® of 0.163 and 0.277

respectively. However

support

received from farkilyghip(X;) negatively

influenced livestock MSEs performance with a bedbug of -0.135. These findings

concur with Parker (1990) who argued that contdxsoaial institutional variables

have different moderating effects on firm performausince they can improve on the

social networks.
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The resulting model is expressed as:

MSEs Performance= 1.744 -0.285+0.163, + 0.27 %3

This model has an r coefficient of 0.357 and arakie of 8.764 whose critical level
is P<0.01. This means that the model could be ueegredict livestock MSEs
performance based on social institutions indicatbience social institutions have a
moderately strong influence on MSEs performancee fiodel has arf value of
11.3, meaning that 11.3 percent of changes in M&E®rmance are accounted for
by social institutional indicators with an estindhteerror of the estimate of
0.752.These findings are divergent from Menzel 89&gument, that the role of
social institutions in firm performance is ambigsoHirby (2003) and Parker (2004),
provide a contrast dimension that the contradistionassociation level are as a result

of the multidimensional nature of firm performance.

4.3.3 Entrepreneurial Behaviour, Economic Institutons and Performance of
MSEs.

Hypothesis H;: Economic institutions moderate the relationshiptween
entrepreneurial behaviour and performance of mamd small enterprises in the
livestock sector in North Eastern Kenya.

For the purpose of establishing associations ohteasures of economic institutions
and performance of the MSEs studied, tests of [atives of extracted measures of
economic institutions were carried out. The aintests of correlations was to identify
relationships between factor extracted measureseafnomic institutions and
performance of MSEs in the livestock sector. Onggetations between economic
institutions and the performance of the SMEs wetemhined, such correlations were
then used in the regression analyses that followalle 4.15 presents the results for

the correlation analysis.
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Table 4. 15: Correlation between Economic Institubn and MSEs Performance

Study variables Study elements Correlation ‘r
Options for competition in these businesses Market structure 0.361
are many

It is easy to borrow money from my social | Market structure -0.061
friends

The products of different firms are also Gov't policy -0.120
different dimension

There is much trust and honour among Gov't policy 0.3417
business community in this sector dimension

| am a member of a very strong livestock | AACCeSS to financial 0.142
business association( SACCOSs) resources

™ Correlation is significant at the 0.01 level (a@#¢d) Correlation is significant at the 0.0%
level

( 2-tailed)

Source: Field data (2015)

Table 4.15 shows the specific indicators of margketicture, access to financial
resources, government policy dimensions and merhipers business associations
were correlated with the composite index of MSE$gsmance. The findings reveal a
significant positive correlation of r=0.361 betweeptions for competition as a
market structure variable, and Livestock MSEs pemtmce. The correlation is also
significant and positive r= 0.341 between abilitiy existence of trust and honour
among the business community at P=0.01. The ctioelaetween being a member
of a strong business association r =0.142 andtbe&sSMSEs performance. However
the correlation was not significant. Ability to bow money as a form of access to
financial resources is negative and insignificactlyrelated with MSEs performance

r=-0.061.

The findings further, revealed that the correlatisas negative r=-0.120 between
differences of products in this sector as a mastaicture indicator and MSEs
performance. The approach of stepwise regressialysas was used for the purpose

of establishing whether economic institution motkxtathe relationship between
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entrepreneurial behaviour and MSEs performance. filiings are presented in

Table 4.16.

Table 4. 16: Regression Prediction Model Summaryf MSEs Performance and

Economic Institutions

Model Unstandardized| Standardized | T Sig.
Coefficient coefficients | Coefficients
B Std | Beta
Error
( Constant) 1.350 255 5.28.000
Options for competition in this sector are .135 .089 139 0.089 .13
many X1)
It is easy to borrow money from my social -.046 .044 | -0.072 .044 .30
friends >)
The products of different firms are also 310 .109 272 109 .00
different (Xs)
There is trust and honour among business-.064 .060| -0.077 .06Q .28
community in this sectoX()
| am a member of a very strong livestock .083 .054 A77 054 .12
business associatioX £)
Model R R Adj. | Std Error
Summary R? | Est.
0.44% 192 172 .755

Model Sum of | Df Mean |F Sig.
ANOVA Squares Square

Regression 24.252| 6 4850 8.50 000

Residual 100.394f 178 0.570

Total 124.646| 181

Source: Field data, 2015

a. Dependent Variable: Composite Performance

The results in Table 4.16 indicate that, MSEs perémce is positively influenced by

indicators of market structure()X government policy dimensions{)X and business

associations(¥. It is however influenced negatively by accesfrtancial resources

(X2) and market behavior (X Although the results of the correlations conaith

Parker (2003) who argued that contextual economatitution variables have

different moderating effects on firm performancevds felt necessary to test further

Hs; using the direct measures for the dimensions @n@mic institutions. The

resulting model is expressed as follows:
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MSE Performance= 1.350 +0.288 0.072, + 0.27X3-0.272X4 +0.117%s

This model has an r coefficient of 0.441 and arakie of 8.503 whose critical level
is P<0.01. This means that the model could be usepredict livestock MSEs
performance based on economic institutions dimessislence economic institutions
have a moderately strong influence on MSEs perfoo@aThe model has ahwvalue

of 17.2, meaning that 17.2 percent of changes $EMperformance are accounted
for by economic institution indicators with an estited error of the estimate of 0.755

and therefore fails to reject hypothesis H

4.3.4 Combined Influence (Effects) of Entrepreneusl Behaviour, Social and
Economic Institution on the Performance of MSEs.

Hypothesis 4: The combined influence of entrepreneurial behayi@ocial and
economic institutions on the performance of micrad esmall enterprises in the
livestock sector in North Eastern Kenya is gretitan the effects of each variable.
Combinations of statistical tests were used tottesthypothesis. This was necessary
because any one single lens approach was deemussl ittadequate to provide the
needed robust explanation and interpretation deéritrem the results of this
hypothesis, B In this regard, testing moderation was done usmgar regression
analysis and ANOVA. The effect of entrepreneurhéviour, on the performance of
the micro and small enterprises with social anchenac institutions as moderating
variables was formulated as follows:

Y = MSEP =a + 1 EB +B,SI+ BsE1+ ¥

It has also been hypothesized that the effect efepreneur behavior on MSEs

performance depends on the moderating variablas.hEs been modeled as:

Bi=V o+ ¥ o(S)eveoreiernnn, 0
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Bi=V ot ¥V 1(EDN.eeein. Ii

Adding the second equation

I and ii into thetfir®del leads to the following model

MSEP =a +V (( EB)+ ¥ 4( EB*Sl)and MSEP = +V ( EB)+ ¥ 4 EB*El)

Although this model allows the test of moderatitirg following was superior.

MSEP =a +¥" (EB) + ¥ ,( EB*SI)+¥ , S| and,

MSEP =a +¥ (( EB) + ¥ ,( EB*El)+V ,El

The findings of testing moderation using regressoalysis are presented in Table

89

4.17
Table 4. 17: Testing Moderation Interaction Effects
Model Unstandardized | Standardized| t Sig.
coefficient coefficients Coefficients
B Std | Beta
Error
(Constant) | Model 1 1.003 317
Entrepreneur behaviour .799 .350 482 2.280024
EB * SI -.262 338 | -.163 - 773 440
Si -.543 115 | -.387 -.1.15.044
( Constant) | Model 2 .750 .320
Entrepreneur behavior 715 343 431 2,08 .0
EB * El -1.097 422 | -.685 - .010
2.598
El .956 301 .610 3.176 .002

Source: Field data (2015)

Table 4.17 shows the resulting moderation effeaagigns are as follows:

MSEP = 1.003 + 0.482(EB)-0.387(SI) —0.163(EB * &1y,

MSEP = 0.750 +0 .431(EB) +0.610(El) + 0.685(EB J EI

The results reveal that entrepreneur behaviour dagsositive effect on MSEs

performance and that this effect is moderated lyabk@nd economic institutional

variables.
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In the absence of social institutional variable =(B) the marginal effect of
entrepreneur behaviour on MSEs performance was20.48d where social
institutional variables exist (EB * 80) the marginal effect is 0.163. Similarly, in the
absence of economic institutional variables (EI£Bg marginal effect is 0.431 and

where economic institutional variables exist (EBI*0) the marginal effect is 0.685.

These findings are divergent from Lumpkin and D€2603) who found no
interaction effect and Covin et al. (2004) who wered no significant relationship.
Furthermore, these findings are in congruent witlkklidd and Shepherd (2003)
conclusions that socio and economic institutiormiables moderate the relationship
between entrepreneur behavior and firm performarfagditionally, this study
findings concur with Khayesi (2010) study on doubdiged sword of socio capital for
the marginal decrease of the effects social irtgiital variables on MSEs

performance.

4.4 Two-Way ANOVA

Two- way ANOVA enables us to examine the main affethat is the effects of the
independent variables (entrepreneur behavior, sacid economic institutions) on
the dependent variable( MSEs Performance) butthisiteraction effects that exists
between the independent variables. The intera&ftacts of all the three predictors

on MSEs performance are summarized in Table 4.18.
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Table 4. 18: Two Way ANOVA Interaction Analysis

Source Type Il Sum | Df Mean F Sig.

of Squares Square
Model 1EB * Sl
Intercept 574.609 1 574.609 4472.996 .00
Entrepreneurial 3.456 .000
Behaviour ( EB) 17.760 40 444
Social Institutions (SI) 8.936 22 406 3.162 .000
EB * SI 15.598 52 .300 2.335 .001
Error 8.222 64 128
Total 1229.924 188
a. R Squared = .887 (Adjusted R Squared = .670)
Model 2EB * El
Intercept 651.630 1 651.630 3654.190 .00
Entrepreneurial 15.546 35 | 444 2.491 001
Behaviour
(EECI‘)’”"m'C Institutions | 15 »gg 41| 372 2.086 004
EB * El 7.454 35 213 1.194 267
Error 11.056 62 178
Total 1229.924 188

a. R Squared = .848 (Adjusted R Squared = .542)

Model 3EB * SI_E|

Intercept 819.752 1 819.752 9976.947 .000
EB 2.701 18 .150 1.826 .055
Sl|_El 28.711 88 .326 3.971 .000
EB * S|_El 1.395 9 155 1.886 .082
Error 3.369 41 .082

Total 1229.924 188

a. R Squared = .954 (Adjusted R Squared = .789)
Dependent Variable: Performance

Source:Field data (2015)

Table 4.18 shows, as hypothesized in the combined effect of entrepreneurial
behaviour, social and economic institutions on peeformance of the micro and
small enterprises in the livestock sector in Ndfdstern Kenya is greater than the
effects of the individual study variables. In thiesis it was found that the combined
effect of the three predictor variables on MSEdqerance was greater than that of

individual predictors.
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The interaction effect between entrepreneur behaaial social institutions was
statistically significant (F=2.335; P<0.0%r0.670). Similarly, the interaction effects
between entrepreneur behavior and economic instisitwas statistically significant
(F=1.194; P<0.01;% 0.542).The interaction effect between entreprethavior,
social and economic institutions was statisticallynificant (F= 1.886; P<0.01%

0.789).

4.5 Chapter Four Summary

In summary, this section of the study of the catiehs and regressions analysis on
the interpretation on the relationship between egméneur behavior and MSEs
performance has been discussed. It was found thatefements of entrepreneurial
behaviour moderately influenced MSEs performancéh \kespect to moderating
roles, this section has shown that indeed socidlesxonomic institutions moderated
the relationship between entrepreneurial behavaodrthe performance of micro and
small enterprises in the livestock sector in N&#stern Kenya. Thus, this section has
shown that the moderating roles of social (a&.B7%) and economic institutions
(adj.R= 54.7%) on the relationship between entreprenkebeaaviour and MSEs
performance were positive and statistically siguaifit. This section, has further
demonstrated that the combined effects of the thmesslictor variables on the
performance of MSEs was greater compared to thdividual effects as supported
through ANOVA analysis, Table 5.19 with a combireftect ( R=95.4%, adj.R=

78.9%).The next chapter five presents a discussidime results.
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CHAPTER FIVE

DISCUSSION OF RESULTS

5.1 Introduction

This chapter presents the discussion of the resilthe findings of the study. It

explains the discussion covering the relationshépwben entrepreneurial behavior,
and the performance of MSEs in the Livestock serrtddorth Eastern Kenya. The
chapter also describes the results regarding thdermabng roles of social and
economic institutions on the relationship betweetrepreneurial behavior and
performance of the MSEs studied. The chapter findikcusses the hypothesized
relationship of all the three predictor variablasrelation to the literature reviewed,
theories anchored in the study and the individdtdce of each variable on the
performance of the micro and small enterpriseshi livestock sector in North

Eastern Kenya.

5.2 Results of the Study

The main objective of this study was to determihe effects of entrepreneurial
behavior on the performance of the MSEs studied #med roles of social and
economic institutions on the relationship betweettepreneurial behavior and MSEs
performance, Figure 3.1. The objective was accahetll by testing four hypotheses
on 191 micro and small enterprises operating inlitlestock sector in North Eastern
Kenya namely, Garissa, Wajir and Mandera. The test® done using descriptive
statistics, correlations and multiple regressiamaslyssis. The discussion of the results
and how the findings relate to existing theories eoftrepreneurship and from

empirical studies follow.
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5.2.1 Entrepreneurial behaviour and MSEs performane

The first objective was to establish the relatiopdietween entrepreneurial behaviour
and micro and small enterprises performance. Erd@ngurial behavior comprised of
specific measures of motivation (achievement neksdjitimacy seeking behavior,
risk taking, effectuation (locus of control), andlerance of ambiguity. SMEs
performance measures comprised of performance rmsteof profits, growth in
livestock numbers traded in the past five years,rttio of profits to sales, and the
satisfaction levels of the owners and customersoiposite performance index was
developed and respondents were asked to indicaéebepoint Likert scale the extent
to which they agree to the entrepreneurial specifieasures and composite
performance index. It was hypothesized that endregurrial behaviour has significant
influence on the performance of micro and smalégatses in the livestock sector in

North Eastern Kenya.

H1: Entrepreneurial behaviour has significant influence on the performance of
micro and small enterprises in the livestock sectan North Eastern Kenya.

Before testing the hypothesis, factor analysis vdasme which extracted six
entrepreneurial behavior specific variables witlghleir factor loadings within the
underlying dimensions, Table 5.7. This was followleg correlation analysis to
determine the strength, direction and significan€ghe specific variables for the
underlying dimensions with the performance of th&sB4. The results of the
correlations indicated that there is a moderateitipes correlation between
entrepreneur aspects of tolerance for ambiguitgitilkacy seeking behavior, risk

taking, and locus of control as well motivationl{eewvement need), Table 5.11.
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A composite index of MSEs performance was compuated regressed on specific
extracted variables of entrepreneurial behaviorpesdictor variables. The study
established that MSEs performance was predictaplentrepreneurial behavior with
prediction model having an r coefficient of 0.3FH&nce, entrepreneur behavior was
found to positively influence on MSEs performaneseradicated by the correlations.
The prediction was found to moderately influenciMSEs performance since
entrepreneur behavior accounted for 11.4 percenthainge in livestock MSEs

Performance.

The results of this study provide a strong empirggport for the existence of a
positive relationship between entrepreneur behaasaor performance of MSEs in the
livestock sector in North Eastern Kenya. At a gehdevel these findings are
consistent with findings obtained in studies ofrepmteneur behavior and performance
of MSEs conducted in other geographical settingsh@¥, 2012; Kirby, 2003; Colvin

& Slevin, 1991).

The relationship between entrepreneur behavior #ed performance of MSEs
however, did not hold a cross all the dimensiorisentrepreneur behavior
(Motivation-achievement, legitimacy seeking behavitsk taking, locus of control,

tolerance of ambiguity, social trusted networkekssg skills, monitoring customer
needs, acquiring transport, employing skilled woske as determinants of
performance. While a moderately strong relationshigs found between both
motivation-achievements, legitimacy seeking behawvisk taking, locus of control,

tolerance of ambiguity, opportunity identificatiamd resource accumulation efforts,

other dimensions indicate weak positive relatiopsith performance of MSEs.
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However, the relationships are not statisticalngicant. The findings of this study
concur with Covin and Slevin (1991), who found that risk taking, innovation and
proactiveness dimensions of entrepreneur behaviere wpositively related to
performance although the focus was on large filBmne studies such as Box et al.,
(1994) found out that performance of MSEs was maekated to motivation,
competitive aggressiveness, autonomy, social n&tward resource leveraging

behavior than risk taking and innovation.

While past studies (Colvin & Slevin, 1990; Schafe990) found that entrepreneur
behaviour (motivation, commitment, achievement neguportunity identification,
environment scanning and championing behaviors)directly related to firm
performance, others (Lumpkin & Dess, 2001; Covirakt1994) have reached on
inconsistent findings. The findings of this study divergent from Covin et al.,
(1994), who found out no significant relationshigsetween entrepreneur behavior
and firm performance, but concurs with Wiklund aigepherd (2003) findings that
entrepreneur behavior is strongly and positivelgoamted with firm performance.
This study advances the literature by suggestirag thmensions of entrepreneur
behavior that affect performance of MSEs shouldb®timited to the dimensions of
past studies (Covin and Slevin, 1991; Box et @94) but on an entire bundle of

entrepreneur behavior dimensions, contexts (rarad)firm sizes.

5.2.2 Entrepreneurial behaviour, social institutiors and performance of MSEs
Second objective was to determine the moderatifegtedf social institutions on the
relationship between entrepreneurial behaviour &8Es performance. Social

institutional dimensions moderating the relatiopdetween entrepreneurial behavior
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and MSEs performance comprised of kinship/ familyg-ethnic networks,

membership in social associations, existence oinbas rules, level of trust, strong
bonding groups and social capital seeking behalioras hypothesized that social
institutions moderate the relationship between egmémeurial behaviour and the
performance of the micro and small enterprisesviestock sector in North Eastern

Kenya.

H,: Social institutions moderate the relationship beween entrepreneurial
behaviour and the performance of the micro and smalenterprises in livestock
sector in North Eastern Kenya.

A correlation analysis was conducted to determineestrength of the of the extracted
specific social institutional variables within thenderlying dimensions and found
significant positive correlation with dimensions membership in a social business
association and being in a member of a varied grauth strong bonding ties. The
findings further indicated that family/ kinship fugt correlated negatively with

livestock MSEs Performance.

The study further carried out a regression analysdetermine the magnitude of the
moderating relationship of social institutions aMBEs performance using the
composite index. The study established a positivediption model with an r
coefficient of 0.357. The model had &value of 11.3, meaning that 11.3 percent of
changes in MSEs performance are accounted for ciglsastitution indicators. The
interaction effect of entrepreneur behavior andiadomstitutions (EB * Sl) was
significant(F= 0.2.335; P<0.01). The analysis ofiasace model had an adjusted

rvalue of 0.670, implying that 67 percent of mode effects between
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entrepreneur behavior and MSEs performance was uats for by social
institutional variables. The study found out thatial institutions moderated the
relationship between entrepreneur behavior andpasgnce of MSEs in the livestock

sector in North Eastern Kenya.

The finding of the study are consistent with tho$esarlier studies ( Fisher, 2012,
Covin & Slevin, 1991; Delmar, 1996) who have argwédhe moderating roles of
social institutions on the relationship betweernrepreneur behavior and firm
performance. While past studies (Rwigema, 2011ke&t& Wilson, 2006; Covin &

Slevin, 1991) demonstrate little consensus andanespecific about precisely which
institutions are important for entrepreneurships gtudy found out that, social capital
seeking behaviors, members of strong bonding graupsssociation positively and
strongly moderate on relationship between entreprebehavior and performance of
MSEs, whereas family/kinship support was negativetyrelated. These findings
concur with Parker (1990) who argued that contéxdaeial institution variables have

different moderating effects on firm performance.

The findings of this study are divergent from Mdiw€1993) argument, that the role
of social institutions in firm performance is ambagis. Whereas Kirby (2003)
provides a contrast dimension that the contradidgtioassociation is as a result of the
multidimensional nature of firm performance, thedings of this study concur with
Parker (1990) who argued that in a general waylakaestitutions influence firm
performance. This study found out that contextwaiad institutional variables (Co-
ethnic social groups, family kinship support, sbaapital seeking behavior and

members of a strong bonding group) have posith@jgh not very strong moderating
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influence on the performance of MSEs. Thus thidwtadvances literature by
suggesting that MSEs should consider the contdytdl#ferent social institutional

variables on firm performance. This study recomnsetiit future studies should be
conducted based on collecting separate data ftaréift social institution variables,
despite the challenges so as to effectively detexmahich of the social institutions

have strong, weak or no influence on firm perforosan

5.2.3 Entrepreneurial Behaviour, Economic Instituton and Performance of

MSEs

Third objective was to establish the moderatinge rof economic institutional
activities on the relationship between entrepraatubehaviour and MSEs
performance. This study identified economic insitins dimensions to include:
Government policy dimensions, market structure,oofymity and training, ease of
transport, access to financial resources, memigenshiusiness associations (Saccos),
and education and innovation systems.

Hs: Economic institutions moderate the relationship letween entrepreneurial
behaviour and the performance of the micro and smalenterprises in the
livestock sector in North Eastern Kenya.

A correlation analysis was conducted on the exadhcelevant variables within the
study dimensions of social institutions and the posite MSEs performance index.
This study found that MSEs performance was positicerrelated by the nature of
market structure, government policy dimensionsjriass associations and access to
financial resources. MSEs performance was howeweelated negatively by a web
of trading compliances including numerous licengesiits issued by national and

county governments.
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The study further carried out a regression analysdetermine the magnitude of the
moderating relationship of economic institutionsl aMSEs performance using the
MSEs performance composite index as the dependeiatole. The study established
a positive prediction model with a moderate positicoefficient of 0.441. The model
had an 7 value of 17.2, meaning that 17.2 percent of charngeMSEs performance
were accounted for by economic institution variabl@he interaction effect of
entrepreneur behavior and economic institutions tEB) was significant (F=1.194;
P<0.01). The analysis of variance model had ans#efjuf value of 0.547, implying
that 54.7 percent of moderating effects betwedrepreneur behavior and MSEs

performance was accounted for by economic instititi variables.

Economic institutions used in this study are thde's of the game’ which include:
government business regulations (North, 1990), strgubusiness associations, trust
networks, labour markets, education and innovati@tems (McCormick & Kimuyu,
2007). This study found out that economic instins§ (government business
regulations, industry business associations, triadipur markets and innovation
systems) had a moderate effect on the relatiortstiyween entrepreneur behavior and
firm performance. While the results of past studaes inconclusive on whether a
favourable economic environment supports motivatidor entrepreneurship and
performance of MSEs ( Covin & Slevin, 1999), thedings of this study provides
rather a different contrast view; that favourableoreomic institutions have
moderating effect on the relationship between enérgeur behavior and performance

of MSEs.

232



Rwigema (2011) identifies macroeconomic policy, M&Mpolicy, taxation policy,

land policy, public procurement policy, competitipalicy and country (state) laws as
the government economic institution regulative nmatieg dimensions. This study
found that in addition to these, specific regulatpillars namely county license and
permit fees, veterinary services, security, wateoJding grounds and market
information collectively had a profound influence performance of livestock MSEs

in North Eastern Kenya.

A survey done by Geopoll, the Global EntreprendgprsNetwork (GEN) in
collaboration with the US State department on 1,060BEs owners across sub-
Saharan Africa on the barriers faced entreprenautseir countries found that lack of
funding, absence of government support and lackrfepreneurs training as the
most cited constraints to MSEs performance. Thi©pBk survey which was
conducted via Short Messaging Service (SMS) dutivegmonth of July (Standard
daily Newspaper, July 25, 2015 P.50) found that 36Pdhe respondents cited
financial resources, 24% cited better facilitiesl 3% cited government support as
the most important economic institutions to helgréase the number of entrepreneurs
in their countries and improve firm performance.eTtindings of this study are

generally in congruent with the Geopoll survey fimgs.

This study established a model of relationship ketweconomic institutions and firm
performance and found a fairy good explanatory powW&=0.17) presenting a

divergent findings, from Olper (2001) who arguedttalthough economic institutions
matter, the relationship between entrepreneur behand business performance is

non-linear and non-monotonic. Thus, this study comavith Kirby (2003) argument
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that, whereas an entrepreneur can display a higredeof entrepreneur behavior, a
firm can perform poorly because of effects of ecnmminstitutions and thus this
study advances the literature by suggesting thaEdMBrms and policy makers
should consider the contextually different economitstitution variables on

performance of MSEs.

5.2.4 Combined Effects of Entrepreneurial BehaviourSocial and Economic
Institutions on the Performance of the Micro and Srall Enterprises in the
Livestock Sector

The fourth objective was to establish the combiredtects of entrepreneurial
behaviour, social and economic institutions on granince firm of micro and small
livestock enterprises. This study argued thatm® single lens approach was deemed
to be adequate to provide the needed robust exmanand interpretation derived
from the results of this hypothesis;.H

H4: The combined effect of entrepreneurial behaviour,social and economic
institutions on the performance of the micro and srall enterprises in the
livestock sector in North Eastern Kenya is greaterthan the effects of the
individual study variables.

This study identified entrepreneurial behavior &® tpredictor variable, MSE
performance as the dependent variable and socthleaonomic institutions as the
moderating variables. Moderation effects were tksising linear regression and
ANOVA. The study found that in the absence of abristitutional variables( SI1=0),
the marginal effect of entrepreneur behaviour onEBI$erformance was 0.482.
However, if entrepreneurs benefit from the preseotesocial institutions (EB *
SI£1), the marginal effect on MSEs performance is 8. Bimilarly, in the absence of

economic institutional variables ( EI=0) the magdiaffect of entrepreneur behaviour
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on MSEs performance was 0.431.However, if entrearenbenefit from the presence
of economic institutions (EB * Ell), the marginal effect on MSEs performance is
0.685. Both socio and economic institutional vaaalhad positive moderating effect.
This study used analysis of variance on the intemaceffect of entrepreneur
behavior, social and economic institutions on pentnce (EB * SI_EI) was
significant (F= 1.886; P<0.01). The analysis ofiaace model had an adjusted r
value of 0.789, implying that 78.9 percent of maderlg effects of social and
economic institutions between entrepreneur behaaat MSEs performance was

accounted for by social and economic institutioralables.

This finding are consistent with Fisher (2012) angunt on effectuation and causation
models of entrepreneurship based on the principlesxperimentation, affordable
loss than expected returns, a bird in hand is wiwthor more in the bush and risk
little fail cheap. As hypothesized and found out Hi. the combined effect of
entrepreneurial behaviour, social and economigtinigtns on the performance of the
micro and small enterprises in the livestock settddorth Eastern Kenya is greater
than the effects of the individual study variabl€sese findings are divergent from
Lumpkin and Dess (2003) who found no interactiofeafand Covin et al. (2004)
who uncovered no significant relationship. Further® these findings are in
congruent with Wiklund and Shepherd (2003) conolsithat socio and economic
institutional variables have both a direct and mnatde the relationship between

entrepreneur behavior and firm performance.
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5.3 Challenges facing MSEs in the Livestock Sector

As Table 6.1 show, when, during survey study, M8®&sers were asked to list the
constraints to livestock trade, in order of impore, inadequate capital was listed as
the most limiting constraints by 92% of the 191 MSEspondents. The second most
limiting factor was lack of training for entrepreme, 90% third was limited
language, and business skills, 89% and the fouithiting factors was lack of
mentorship and role models in the sector, 85%. TAble 5.5 show, this study
revealed that as much as 90.4 percent of the sa#ed that they were using their
own funds and 58.1 percent were not in partnerghtip others as was not expected.
It was expected that those not in partnership tombeh greater. The hope of gaining
more financial and human capital as well as acogssiore resource social networks
were mentioned by the MSEs owners and partly sed¢meslplain the high levels of

partnerships encountered.

Given the constraints to MSEs in the livestock @etisted by the owners of the
MSEs, it appears that the emerged existence ofehasdsociation is mainly response
to market failures that the national and countyegomnents have not been able to
respond to and which tend to increase the costokacting business. In the case of
MSEs in the livestock sector in North Eastern Keagd other regions, such as those
in Rift Valley, state intervention may be neededtomote the livestock sector and
protect both the livestock producers / owners,egméneurs and the consumers from
exploitation and business failures. The challenfgesng the MSEs studied are

summarized in Table 5.1 by study variables.
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Table 5.1Summarised Distribution of Challenges faoig MSEs by Study

Variables
Study variables | Challenges Percentage
Theme response
N=191

Entrepreneurial | « Lack of training for traders in different aged iveistock | 90
behaviour marketing

. Limited language and business skills 89

. Lack of mentor and role models in the sector 85

. Lack of incentives to promote livestock business an

make it attractive for young educated people 80

. High level of illiteracy among livestock market opges | 78
Social . Inadequate social networks 64
institutions . Insufficient trading, SACCO groups 62

. Inadequate linkages with large firms 58

. Inadequate connections with more resourced indali {120

and associations
Economic . Inadequate capital and difficult to access credit 92
institutions . Insufficient support from county governments 82

. Insufficient support from livestock traders asstioraor | 76

Kenya Agricultural finance cooperation (AFC)

. Limited external markets outlets in other courstrie 68

. Lack of holding grounds, watering and feeding pwint | 65

for livestock

. Lack of security — risk of losing animals or money 62

. Shortage of good trucks to transport animals tmiteasl | 60

markets such as to Nairobi

. Too many formalities, fees and taxes, legal andewal | 59

paid during trips.

. Poor state of roads, excessive road blocks and 57

inadequate flow of livestock market informationaemand and

prices

Source: Field Data, 2015

5.4 Chapter Five Summary

This chapter has presented discussion of the sesithe study. The study found that

entrepreneurial behaviour influences MSE perforrmaaad social and economic

institutions indeed moderate the relationship ¢méeeurial behaviour and the

performance of MSEs. The findings of this study tobotes to knowledge on

institutional and resource based theories by: piingi better explanations of the link

between entrepreneurial behavior and firm perfolcaan

237




Secondly, by incorporating social and economicitusbns, the study provides
stronger explanations of variance in entrepreaébehaviour, and firm performance
in resource scarce/setting Kenyan context. Thirtiky, study provides more empirical
support of established relationships in the litgatand provides more explanations of
‘to do with what one has’ in terms of bricolage affictuation. MSEs Entrepreneurs
in the livestock will have a better understandif@p@w their entrepreneur behavior in
the context of social economic institutions affpetformance and growth of their of
MSEs. Further, National and County Governments wak this framework to
promote a favorable institutional climate to livest sector MSEs growth and

performance.
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CHAPTER SIX

PERFORMANCE PATTERNS OF CASE STUDY FIRMS

6.1 Introduction

This chapter presents detailed analyses of th@meaihce patterns of the firms in the
case studies. These firms are equally distributedng the three counties of Garissa,
Wajir and Mandera, two MSEs selected from each guself-selection sampling
method. The seventh case is that of a mediumfismeto which a number of micro
and small firms are associated with. In this apgno@ each county, the researcher
asked for two MSEs owners to identify their apptaeacooperate and take part in
case study of their firms. In her study Orero (20G8cked through self-selection
method four informal Kenya-Tanzania cross-bordadérs as her case studies for her
thesis. In his study too, Maalu (2010) picked tlgtlosimilar process six small and
medium sized firms as his case study for his thddiss study has so far suggested
that successful firm performance is defined in tewhprofitability, growth and age.
This chapter examines empirically therefore sucgqem$ormance patterns of the
seven firms in the case studies and presents a focaseperationalizing firm

performances as growth, profitability and age-staility.

The primary aim of this chapter is to establish giwgl evidence for the theoretical
conceptual framework put forward in chapter threleiclv sought to explain the
performance of the MSEs in the livestock sectoNorth Eastern Kenya. The four
hypothesis which this thesis raised have to beesded with the help of the question
as to whether the conceptual framework is genemlpgreement with the empirical

evidence of firm performance it endeavors to urtdeds explain and predict.
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Seven cases of the micro, small and medium ensexpm the livestock are presented.
Two cases from each county, two cases from Ga@ssemty deal in cattle, while one
from Garissa also deals in cattle, goats and sieep from Wajir deal in camels, and

two from Mandera County deal in goats and sheep.

6.2 Firm Performance Patterns

The aim of entrepreneurs is to be successful. greneurs and small business owners
encounter daily challenges, succession of pothsfesed bumps and dead-end rather
than a high road to financial and business progpéfirby, 2003). The possibility of
success against all odds drives on entreprenedrswtess is the measure of their
achievement. Firm success is, however, a diffiedhcept to define, as it is
multifaceted (Murphy, 2004). Both MSEs and indivatki enjoy success. A firm’s
performance success is a means to the end of anareager’s personal success. The
firm creates the resources which owner managersusanto improve their lives.
Success may be measured by hard and fast numberdsbuby ‘soft’ qualitative
criteria (Stokes & Wilson, 2006). According to Widm (2006) entrepreneurs
recognise success when they compare the actuabmeascof their firms with their
prior optimistic expectations. Success, at a mimmis attained when business
outcomes meet expectations. However, success isargead if and when
expectations are exceeded. In this thesis, thetiwan of ‘success performance
patterns’ implies that MSEs on average perform wedktive to the expectations of
their owners have regular ways in which their owrigehave and manage their small
livestock businesses. These regular, fixed entrepngal ways of behaving and doing

business is what is meant here by success patterns.
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Success, for some MSE owners may be measured in dapgacity to sustain a
lifestyle founded on economic and social independenased on self-reliance. For
others, success would be measured by profit anddsssgrowth. In the literature and
empirically, profitability, growth and survivabilitare regarded as the key issues of
micro and small enterprises (Stokes & Wilson, 20Wdckham, 2006). Murphy
(2002:22) argues that whereas for micro busineisaacial capital was the major
barrier to growth, for small businesses it was clianpe with legislations, regulations
and institutional requirements which presented gheatest difficulties. However,
opposite of firm success is not firm failure. A serof failure will ensure when firms
perform below expectations of their owners. Failonplies absence of success. Itis a
matter of degree and may mean different thingsifferdnt entrepreneurs and small
business owners. Two of the common definitions wditess failures cited are: a
business firm has failed when it is disposed ofsald, or liquidated with losses to
avoid further losses’. Business failure is a stdta firm when it is unable to meet its
financial obligations to its creditors in full. ik deemed to be legally bankrupt and is

usually forced into insolvency liquidation (Murp004).

The success performance patterns of these firrtiseistudy cases were measured by
growth (G), age of the firm that is a firm’s duralyi(A), profitability (R) and level of
satisfaction of owner managers (S) (GAPS). Pratfitgbs a direct financial measure
of business performance. It's a measure of theli\abf the firm as a going concern
indefinitely into the future. Any business mustreprofit in the long run or it should
close down. Profitability is defined as the totavenue of the business in a given

period less the total costs which has to be pes{8tokes & Wilson, 2006).
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According to McCormick (1988:206) definition of s&ss includes economic
boundaries of survival, capital accumulation andfifability. This is in congruence
with the two dimension of firm performance: growdahd profitability. The age or
durability of a business firm suggest performabeeause the empirical literature on
MSEs show that fifty percent of start-ups fail wuithhe first three years and that only
ten percent make to their tenth year anniversaigk€s & Wilson, 2006). Therefore
age of a firm is a proxy indicator of its perfornsan It is for this reason that this
thesis has made the age of the firm one of ther@ifor selecting the firms in the
case study. All the firms selected for the caadist were in business for a period of
six years or more. Determining the element of ghowtas not complicated because
the respondents indicated both the start-up catakheir firms and the current

balance sheet value of their livestock.

6.3 Analyses of Individual Study Cases

These cases consist of seven case studies. Tlhgeg @ from Garissa County, two
cases are each from Wajir and Mandera, countidsthAlthree cases from Garissa
county deal in cattle trade and one of these tlalse deal in goats and sheep.
Whereas those MSEs in Wajir deal in camels, thosatéd in Mandera deal in goats
and sheep. These cases have been developed ascevidesupport the conceptual
framework of the thesis and the four propositioes @it in chapter one, subsection
1.3. The cases complements and enhances theurteraview and the field data by
focusing attention on what these seven firms [toree in actual business situations

in the region.
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Case 1 Towfiq Livestock Traders — Garissa County

Towfiq livestock traders was founded fourteen yeag®, as a family business in
Garissa County in 2000 by the present chief exeeutificer, Mr. Ahmed Hassan
Abdullahi and his three relatives. When they sthtkeir business, Mr. Abdullahi was
34 years old. His other three relatives are aboeitsame age. Today all of them are
below 56 years of age. They are all married andh @¢hem has an average of six
children. When they started their livestock bussneakey contributed Kshs 60,000
each, making a startup capital of Ksh 240,000keyTstarted buying and selling

goals and sheep in Garissa County.

The owners of Towfiq conceived their livestock Imess initially as necessity
entrepreneurial effort where they would buy goaid sheep at discount prices from
livestock owners in the outlying districts in theuaty and bring them to the livestock
market in Garissa. In Garissa town, the ownersaffiq were able to negotiate with
a few farmers along River Tana, for some holdingugds to keep their livestock,
especially goats, sheep and some cattle while ngaftr the market days or until the
demand and thus prices of their animals improveadh@ temporary holding grounds,
the animals would be fed, watered, provided witmeacsalt lick and those sick
attended to. This approach gave Towfiq livestockdérs an early head start

competitive advantage as early as in 2008 in Galssinty.

Towfig's Trading Growth Strategies
Unlike many others competing MSEs in the livestasctor, which remained
informal the management of Towfiq Livestock tradéamalized their business in

January 2001. The firm opened two bank accountls thie local banks, obtained

243



trading licenses including for livestock exportsth@ countries in the Middle East,
Gulf region and registered with the Kenya Revenuéhdrity (KRA) for the purpose
of tax compliance. When livestock trading entegsigrow, the owners call them
Shirkad.In 2001, Towfig became &hirkad meaning a registered partnership. In due
course, the members of Garissa County Livestock®targ Council elected the chief
executive officer, Mr. Ahmed Hassan Abdullahi asitithairman from 2008 for two
terms of four years each, ending on November, 20062009 Towfig Livestock
Traders partnered with another livestock Tradinghgany named Horset livestock
Breeders and leased large tracks of land in Voi-Sohnty district in the coastal
region of Kenya at Ksh one million, two hundredubkand annually. The rent of the
farmland covered livestock grazing, water servieeserinary and security services.
The Horset livestock Breeders was also associatéld avlarge livestock trading
company owned by a group forming a society led Ipeeson called Mr. Mohamed
Ismail. The society is called Milkways Livestockaflers Mr. Ismail's Milkways
society has a large ranch in Voi Area sub-county lais firm is one of the few large
livestock trading companies in Kenya. This is v@astrategic expansion decision.
The Towfiq livestock traders also introduced sometie breed of horses for high
market end customers. The Towfiq firm quickly grea much so that by the year

2008, it became a big player in the Garissa’s wekktstock market.

Entrepreneurial Behaviour and Management Function

In micro and small businesses, at the firm’s lered the individual behaviour as well

as the management functions are synonymous. Mr.elhirassan Abdullahi and his

younger brother Mr. Farah Hasan Abdullahi said thay always behaved, acted and

dreamed as livestock entrepreneurs. In terms efalty, Mr. Ahmed Hassan
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Abdullahi attained only four years of primary lewshooling and his young brother,
Farah, seven years of primary level schooling diidfailed to appear for the Kenya

Certificate of primary education KCPE in 1988.

He was then eighteen years old, appeared biggdrisoage, and felt uncomfortable

sitting in the same class with very young pupilowdased him now and then. When
the exam was about to come, he decided to abaitdi@aring the anguish of exam

failure. Entrepreneurial behaviours in this caselists are about the demonstration of
actions of the owners of the micro and small emiees which can be labelled as
proactive, risk-taking, motivated, aggressive, haatking, trust-worthy and

possessing high level of self efficacy, internalus of control.

Mr. Ahmed Hassan Abdullahi and his brother, Faraport that since 2004/2006
when their company, Towfiq livestock Traders, beeanell established in Garissa
county and started buying and selling not only g@aid sheep, but cattle and linking
with the markets in Nairobi and Mombasa, have atveywprked between sixty to
ninety hours per week, more than ten hours per tlagy wake up early in search of
livestock, customers, transporters, connectionsmaarkets. They regularly travelled
to Wajir, Nairobi, Mombasa and even Narok, Kajiaaul Isiolo looking for goats,
sheep, and cattle to buy and sell at discount, etithfe prices. They do not have
leave days or off days. They work 365 days, alf yeand. Despite his limited formal
educational level, Mr. Ahmed Abdullahi every yearce 2004 has attended at least

two conventions on livestock trade under the awspaf Kenya pastoralists Forum.
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Towfiq Livestock Traders became a growth orienteditess around 2007 with the
realization that the livestock owners and markeresented a separate and distinct
market. Separate because of the isolation of thestbck owners which made
common existing channels of distribution virtuallyaccessible to them. Distinct
because of the special, specific needs of animhlshavere different from those of

other traders.

The distribution chains of the livestock from theusce, primary, intermediate to the
final markets involved heavy costs and challengiés. firm Towfiq livestock Traders
responded to these challenges in a proactive caimpananner. The management of
Towfiq Livestock Traders defined the purpose ofirtHem as to create a happy
customer — both buyer and sellers of their animAlsdullahi said he learnt this
important aspect of looking at his business fromrttanagement of Horset Livestock
Breeders to whom they are associated. The managehEorset always argued that
“it is the buyers and sellers of our animals, thstemers who determine our business
success. Customers are the oxygen, of a busindskeap it a life. They alone give
employment. Profitability only validates this fa€tur business is not trial and error. It

cannot be hit or miss activity.”

The management structure of Towfiq livestock Trad@ompany is simple and
hierarchical. The firm has its main office in GadasCounty. Here all the four
shareholders live with their families and run tivenf They also have a small office
in, Eastleigh, Nairobi and another office in Voi evh they share with Horset
Livestock Breeders company. The management providasgership, planning,

organization, communication, coordination and aanaf activities. These are full
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time functions and Mr. Ahmed Hassan Abdullahi, @teef executive officer as chief
manager “has proven capable person who is equilletdask”, according to one of
their employees who is based in Eastleigh officeardita When asked what was his
favourite past time, Abdullahi replied “my hobbyTiswfiq livestock Traders. There
is a lot of challenges and stress. But if what kaue is also your work then none of

these things apply.”

Social, Human, Physical Capital

Social capital has been referred to as the relgttipnand networks from which the
individual entrepreneurs are able to extract resesyr trusts from their social
structures, networks, families and membershiph&nliusiness operations of Towfiq
livestock Traders, the social capital elements nfstt relationships, norms,
membership of groups and co-ethnic networks wersemied. Towfig livestock

traders is a member of the Garissa county livestogtketing council, Kenya

Pastoralists Forum, Kenya Coast Livestock Ranchoéiaion and Community

Owned Financial Initiative (COFI), among others.e$é demonstrate that the firm
understood well the benefits of social capital,i@oeetworks, co-ethnic associations
and community norms to firm performance. Abdullsbmmarized the benefits of
social networks and being a contributing membea oéference peer group with the
saying, “a missing idea is in the head of your lheot-caqli kaa magan walaaka buu
kujiraa”. This saying emphasizes the importance of shariegsdinformation and

other resources among social networks. The thimgskof trust Towfig Livestock

Traders and their associates demonstrate are glbadwgt, contractual trust and

competence trust. Contractual trust rests on aedharoral norm of honesty and

promise keeping and exercising the principle afnfess.
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Human and physical capital appears not to rank teglgly in the scale of priorities
of Towfiq Livestock Traders Company. The firm, lwkes the four owners, has 25
employees. Eleven of the employees are with théeaatVoi, four with the goats and
sheep and five with the animals at Garissa Couotgisting of 180 goats and sheep
and 95 cattle. They also have one vehicle, a lany its driver at Voi. The firm also

has four administrative staff.

Regarding human capital, the firm has 25 emplopegsiot well trained or educated.
Except the four administrative staff, all the rdshve no meaningful formal

educational level of attainment. Abdullahi and bi®ther, Farah, however, have
gained over the year's wealth of valuable industyperience, what may be
considered as declarative industry sector knowleAgeconcerns physical capital, the
firm has a lorry, a pick up and their Garissa @fis in a rented premises. Most of

other physical assets are hired on need basis.

Towfig's Institutional and Competitive Environment

There is strong evidence that Towfiq Livestock Ei&d operate under social
economic institutional, governmental regulations d arbusiness competitive

environments. For instance ownership of large hefdsttle, goats, sheep or camels
is an important determinant of social status arebfoye. Religious occasions like
during IDD celebrations at the end of the Holy ntowtf Ramadhan create high
demand for livestock in big towns and this affegtes. Livestock transfer, whether
in the form of sale, social obligations includinigre livestock restocking schemes,
weddings, and settlement of disputes between atidnaglans in the region payments

are often made with cattle.
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Abdullahi points out that their firm and other teasl in the livestock sector rarely
receive support from both the national and coundyeghments. The concept of
devolutions and county governments are recent phena in Kenya. County
governments came into being in March 2013, follgwvthe implementation of the
‘New Constitution 2010’ and the General ElectionMérch 2013. Inspite of this,
however, there was a local Government Authoritrethe Country since 1963 which

had some mandate still at the local levels.

As Peter Little (2003:39) points out “historicalthe Kenyan government has
invested little in the livestock sector of northerastern Kenya.” It is in view of this
background that Abdullahi notes that the basicasthucture such as the livestock
markets, grazing areas, watering points veterisaryices, financial and marketing
information services are all almost lacking and thkse affect firm performance
beside the competitive environment. At the timdaho$ study visit in July — August

2014, there was general insecurity in all the tlv@anties.

Challenges facing MSEs in the Sector

The micro and small enterprises in the livestockt@ein North Eastern Kenya,

Abdullahi said face many challenges. “The biggéstllenge in the livestock trade is
the market and knowing the price at any given mdmigme market is controlled by

association of butcheries” Abdullahi argues. Abahil and Farah encourages
livestock farming, pointing out that with a rapidiyowing urban population, there
will always be a market for livestock products. Hwer, the MSEs in the sector face
some unique challenges. The common unique chabemdrch the traders in the

livestock sector face include drought which affegpply and quality of the animals,
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diseases which similarly affect quality of the aalsnand insecurity. The conflicts
that has been going on between Kenya Defence For&smalia, Al Shabaab threats
and inter-clan suspicions have all created a cenmditinsecurity in the region from
Mandera, Wajir to Garissa and negatively affectedstock supply movements and
trade in general. Poor, or lack of infrastructwelsas roads, watering points, grazing
and holding areas for the animals, also contributedMSEs in the sector not
performing well. Further challenges facing the MSi the sector include what they

perceive as lack of institutional support from bo#tional and county governments.

Startup capital for new firms is not less Kshs PB0/= unlike in the 2000s when
even Kshs 30,000 was adequate. Therefore souretiadfle and affordable capital is
additional challenge. Transportation is a furthéallenge. Animals need to be
trucked or trekked from Garissa to Nairobi or MosdaBoth methods, trucking or
trekking, have their own costs, risks, limitatiomkich all do not support successful

business.

Towfiq enterprises also face human and physicailtalaghallenges. The educational
level of the owners are not advanced and majofith@firm employees lack specific

trainings, except four administrative staff whoaated secondary level of education
and received some additional professional trainiige assets, the physical capital of
the firm is equally under-capitalized. The firm l@ady two vehicles and uses one of
the shareholder’s residences as an office in Gagsunty. Abdullahi argues that
their firm, Towfig has “grown, changed the way waoH, feel, think and act”.

However, in the light of the business climate he tivestock sector that is in the

state of flux with multiple players and challengie question is would the much the
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firm did so far enough to control the challengesh&f market place in the livestock
sector in Kenya beyond 20147 Below is a brief fmanperformance of Towfiq
Livestock Traders as provided by its chief exeaithbdullahi. Interestingly their net
profit margins are all except 2009/2010 below 1@ceets of total annuals sales,
demonstrating the competitive nature of the markéte financial performance also
suggests the growth trajectory of the firm with 210 as the best year with 33%
net worth growth. In that year the chief managad,sthe firm borrowed Kshs 3

million interest free loans from friends that helg®ost the profit margin.

Table 6. 1: Financial Performance Towfiq LivestockTraders 2008-2013

Year Sales Assets Net income | Net worth Percentage
Shs (000) | Shs (000) | Shs (000) Shs (000) growth %
2008-2009 5,604 26,050 934 16,045-18,018 | 12+
2009-2010 6,230 29,188 1,056 18,018-24,023 | 33+
2010-2011 7,140 30,170 1,170 24,023-35,500 | 5+
2011-2012 7,830 32,155 1,132 35,500-38,900 | 10+
2012-2013 8,190 38,120 1,203 38,900-42,009 | 8+

Source: Towfiq Livestock Traders Records (2013)

Case 2 Barak Bulla Riig Women Livestock Traders — @rissa County

This firm, Baraka Bulla Riiga Women livestock Traslevas founded by a group of
five women in May 2007. The word Bulla’ means dagke. Thus Bulla Riig women
refers to the women of the village called Riig. &a is a Swabhili word meaning
‘blessed’. The five women came together as womenmeand registered themselves
with the District social officers office as busisgsartners. The main idea of coming
together and starting jointly this business as aam group belonged to the group
leader named Nuria Jamaa. Nuria was 34 years ofwdgm she encouraged her

friends to come together and raise a startup dapit&shs 100,000 each women
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contributing Ksh 20,000. Nuria had more experiethea her friends in business. She
is married to a truck driver named Mr. Gulled AAli is employed and lives in
Nairobi. Nuria had lived with her husband and thebigdren in Nairobi for more than
thirteen years. In 2007 she moved with her childeearissa to live in their house.
The children one boy and two girls were still irhgol when they lived in Nairobi,
Nuria, a hardworking and ambitious person was mgai clothing shop in Eastleigh.
When she was in Garissa she invited her other fioemds, informed them of her
business idea and they at once accepted her ideentihg Baraka Bulla Riig women
livestock traders.

The secretary to Baraka Bulla Riig women is a ladyned Sofia Mohamed. Sofia is
married to a secondary school teacher and has tvidren. She had been untrained
nursery school teacher for three years. She was\tis¢ educated person in the group
with a diploma in office management from a privatdlege in Nairobi which she
attended after completing her Kenya certificatesetondary education (KCSE) in

2001.

The group’s treasurer is called Anab Birik. Anadft Ischool on completion of her
class eight Kenya certificates of primary of edigrain 1999. When she was sixteen
years old her parents owned a hotel with a restaunaGarissa town. She did not
seek any higher education; instead she workedrapdrent’s restaurant as a cashier
until she was married. Her husband works with arONES programmes officer. They
have two children, two girls. When she was invibgcher friends to become a partner
and a cashier in Baraka Bulla Riig Women Groupwhe excited and she obtained
full blessings from her family. Her husband encgeher to “grow” their ideas and

to courageously pursue their dreams.
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Firms Trading Growth Strategies

When they started their business, the member ofvtileen group decided as early as
in 2007 to the start their livestock trading firm a small way with their modest

capital of Kshs 100,000. They decided to be buyarmggoats per week twice within

week, slaughter them, sell the meat in retail. Iweek they were spending Ksh
60,000/= on the goats and another Sh 5,000/= oceftageous costs. However, they
were making about 15 percent net profit per weaking to about Ksh 39,000 per

month.

According to their treasurer, each of the membeas wallowed to withdraw Ksh

5,000/= per week as a profit sharing, totaling &hK5,000/=. The group then started
to diversify their business investing in Ksh 30,80@s part of their startup capital in
buying and selling fruits and vegetables next @arthutchery. The task of running the
fruits and vegetable shop was given to one of #mnprs, Hidigei. Their business
grew progressively until August 2011 when Nuriaeasker partners it was time “to

think” and expand their business into cattle andke&n. However, the challenge was
financial capital. In due course, the group membgrroached some local politicians
and religious leaders and through their husbands ather networks organised a
successful fundraising of Ksh 670,000/=. This bezdine “Seed capital that made the
women group a thriving and flying high”. The treesmy Anab, a great believer in risk
control said, “Livestock business is profitable amgvarding, but, still challenging

with a rapidly growing population everywhere, thare always demand for livestock
and chicken products. Always start small and greadgally or else you will burn

yourself down.”
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Entrepreneurial Behaviour and Management Function

The chairperson of the firm Nuria Jammah said thajority of men saw livestock
trade as masculine activity “in our society. Butr dwsbands and other family
members support us a lot”. The firm leased a shaath a long River Tana, near
Garissa Town where during the dry seasons they kepfattening the goats and
sheep they have bought from many distressed péstserduring dry seasons goats
and sheep can sell for as little as Sh 2,500/=abigoon the goats and sheep become
fat and healthy their prices could double to over &000 per livestock thereby
enabling the firm to make over 100 percent prodit animal. The business employed
seven workers. Two of them worked in a small offitehe home of the secretary of

the firm, Ms Sofia Mohamed.

The other five employees worked at different plasesne with goats and sheep at the
farm, others going to the market everyday scoutomgopportunities and while still
others helped with the miscellaneous tasks. Whenrésearcher asked the firm
owners these two questions, “Would you be williagrtvest all your savings and risk
losing all your investment, and if your businessudtl fail, would you get to work
immediately on another?” They responded to bothstjes with overwhelming
confidence,” yes, of course”. When personal valugams and behaviour are
combined and embodied in an institution they cacilifate entrepreneurship and
“define a group whose social cohesion can be turteedeconomic advantage”
(Marries & Somerset, 1971). When they, the five veanowners of Baraka women
livestock traders, were asked to describe the tigmlof a successful businessperson,

they stated, First thing is honesty-or trust”.
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They justified trustworthiness and honesty verygpratically by their contribution to
business performance. If you were honest and torgty, prices will be fair, partners
and friends will provide credit facilities and om®uld attract all good things to the
business including, customers, and contracts tplgup institutions. Trustworthiness
is important to business persons because of themryrmterpersonal, institutional or
organizations relationships, often untested, undmrditions of uncertainty. The
second thing is possessing a lot of energy, beigighhactive, “small businesses are
not for the lazy” they emphasized. “We love what ave doing. We have no other
alternative. Caring very deeply about what we ays¢ to accomplish through our
small business is crucial’. They argued that if yauinto business with a take-it-or-
leave-it, it-will succeeds or-it won’t mentality yaare likely to be wasting your time
and money. A good businessperson was one who bdlitat he or she have choices;

not victim of fate and “can milk his or her muséles

The third quality was that a successful businesgpewas one who possessed a deep
knowledge of the area of his or her business. T9ag they knew the market, the
livestock, the seasons, the suppliers and haduppost of their husbands and other
relatives. “People are the wealth and good remirtat like a valid passport.” The
firm owners argued in the absence of these qualéred behaviours, it was difficult

for any livestock trader to be successful.”

Social, Human and Physical Capital
Every small business owner aspires to see his obisiness to breakeven quickly
and grow. This is only possible with strong soclalman and physical capital. The

five owners of Baraka Bulla Riig women livestocladers, have conceptually in
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practice distinguished among three dimensions ecfaktructure, each rooted in
different types of social capital: marketing redat, in which livestock and products
of livestock are exchanged for money or barteradranchical relations in which
obedience to authority and legitimization process @xchanged for material and
overcoming the “liability of newness and finallycsal relations in which favours and
gifts are exchanged. The chairperson of the enserpkuria Jammah argues that their
business was not dependent on advertisement, lbérr@mn many references.
“Business is a social function”, she said “and withstrong social capital businesses

in the livestock sector in rural areas would net far long:”

As regards with human capital, the firm had fivermbers and seven employees. The
members were highly committed and the employees melivated. But in terms of
formal education, only two shareholders had basienél education and some

professional training in the field of entreprenéujs

What the shareholders and the employees lackednrah capital, they had them in
work experience and knowledge in the livestock @mecAdditionally, they had
possessed highest level of commitment and seledffhe firm had small value of
physical capital and did not have its own transpbldwever, the enterprise was
benefitting from the social network of other smalisinesses in the sector, where it
was common to see a number of businesses poolgayinees together in order to
reach a larger geographical or market area. mdasf creating a unique small firm
spirit, according to the firms secretary, Sofiag flve women owners “are a study in
great attitudes”, adding,” if we do not have a gaapreciative, ‘can do, it is possible

attitude’, we can never be successful in this tivels business, no matter how skilled
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we are”. This firm, Baraka Bulla Riig Women Liveskotraders was formed in 2007
and brief summary of its financial performance frdamuary 2010 to December 2014

is given below as provided by the group leaderNJvsa.

The financial performance of the firm during theripd under review 2010-2014
indicate an average net income growth of 9 peraghtthe year 2013 to 2014 being
the best with 15 percentage positive net incomevigroThe firm’s net income in
2014 for instance was Kshs 695,000. The net incaia® summed in a period of 24
months, thus the total of net income for 2013 a®d42was Ksh 1,390,000/=.
Whereas 2009 and 2010, the net income of the tvarssywas Ksh 960,000, Sh
480,000 average per year. The firm’s annual sghpsoaimated Ksh Smillion per
year from the livestock business and other relatgnvities. These figures confirm the
positive attitude and enthusiasm of the owners alloal future of their livestock

business. The women groups were talked of achiegmegt things in 2015 / 2016

period.

Table 6.2:Baraka Bulla Riig Women Livestock TradersFive Years Performance

Year (2-yean Sales (24 Assets | Net Networth| Percentage
duration) months) Sh (000) | income | Sh (000) | net
sh (000) (Sh income
(000) growth
2009-2010 8,000 435 960 300 +8
2010-2011 9,727 870 1,070 430 +11
2011-2012 11,600 930 1,160 605 +8
2012-2013 10,083 950 1,210 710 +4
2013-2014 10,692 1,030 1,390 850 +15

Source: Baraka BR. Woman Livestock Trader Record (214)
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Case 3 Garissa Northern Livestock Trading Group (NO'G).

This company was registered in January 2008 asa#l business in livestock sector
with four members. Their start-up capital was K&®,000 each member making a
total of Ksh one million. Their business model dniness theories appeared to have
been well grounded because of their past experseoicevo of the founders. Two of
these founders were Mr. Olat Farah and his long finend Mr. Jibril Garad. Farah
and Garad had worked for about a period of ningsy@a Nairobi, Eastleigh with

Dahabhshill money Transfer Company.

Both of them had Kenya Secondary Certificate of dation (KCSE) and further
studied for Diploma in Islamic Banking and intefoaal money transfers,
management. Farah and Garad hailed from GarissantC@and were therefore
socially well placed to start a livestock busindssre. The other two partners, Mr.
Shukri Bash and his friend Mr. Yussuf Mohamed, wergy time livestock brokers in
the Garissa livestock market. Both men had famiw® helped them with their —
brokering “dalal” of camels, goats and sheep bssirend operated in the livestock

market as brokers since 1999.

In the process they have accumulated wealth ofresqpee and knowledge about the
quality and origin of livestock, the ethnic soana@tworks of the business and demand,
supply, logistics, security and pricing interacgoim the entire livestock marketing
chain from rural, primary markets at county levelghe terminal markets in Nairobi
and Mombasa. The founders of the NLTG, Farah ancd>were excited to have
found as partners these two, long time livestodkérs into their company. The chief

officer of the company, Olat Farah, set part oftiesise in Garissa town as office of
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the company and also the members brought a pickebjcle as a business vehicle.
The vehicle cost them Ksh 430,000/- and was paimhstallment of Sh 100,000pm
until all was paid in four months. The businessigoi community Owned Financing
Initiative Cooperative (COFI) where they paid a tadlg savings of Kshs 45,000/=.
They opened bank accounts with Equity Bank andt Ei@mmunity Bank (FCB).

Olat Farah and Gibril Garad were appointed as magadjrector and operational
manager respectively. The firm started with fiftesnployees in 2008 and with net
balance sheet a set of Sh 1.5 million, includingeamffice furniture and a pick up

vehicle.

Firm Trading Growth Strategies

The firm’s managing director, Olat Farah had huggadh for the company, reflecting
its ambitious name, ‘The northern livestock tradoampany’. His long experience
with Dahabshill Money Transfer firm was very usehdre. In 2003, Olat Farah,
together with two of his friends all working withababshill in Nairobi, started a
supermarket store, called Kaymatt in Garissa. Firel person was a lady named Ms
Shaiya-Bilal. Shaiya was well educated, had BComgrBe from a national university,
majoring in finance and spoke both Arabic and Hnetenguages. She was an

important, popular person at the management of Bsthih

The Kaymatt supermarket at Garissa was fully mathdmge a full time employee
named Mr. Robert Simiyu. Mr. Simiyu had workedhwUchumi supermarket for
about ten years and for a short while for Nakuniedtymatt recruited him through a
competitive process with a basic salary of Ksh®@@/= per month. Besides selling

general groceries, the supermarket had a Bakeryiapnt with latest machines,
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able to produce over 30 kinds of bread, and cakdsnath high volume to meet the
demand of greater percentage of the market in &af®unty. The three founders of
the Kaymatt supermarket, Olat Farah, Jibril Ganadl 8haiya bilal invested in May,
2003 the Supermarket and the Bakery Departmentah @b Kshs 4.5 million. The

problem was that the three founders were all fuflet employees of Dahabshill
Company and thus were “absentee directors/ownengeag”. They delegated all the

responsibilities of managing the supermarket toiygim

The result was poor performance for the supermakdttwo and half years since
starting the supermarket, June, 2006, the busweassworth only Kshs 2.8million,

indicating total loss of value of 38 percent. InyJRB007, both Olat Farah and Jibril
Garad quit their employment with Dahabshill andktéal directorship of their North

Trading Livestock Company. Their partner, Shaiyamained, did not leave her job,
and instead got promotion at Dahabshill, becomimg af the directors of Dahabshill
finance operations. However, she kept her intepasKaymatt. Soon Olat and his
friend found two more partners, Shukri Bash and sdfisMohamed who not only
brought new total capital of Ksh 500,000/= but wlealf sector experience. In due
course, the two businesses, the supermarket, WeghBakery and the Northern
Livestock Trading Company were merged into one Isilmpmpany with Kaymatt

being taken over by the livestock firm.

The owners assumed that livestock was more or dessonal and had inherent
systematic risks which were difficult to diversifyithout complementary business.
Therefore, they fully decided that all the asseis kabilities of the supermarket now

belonged to the northern livestock trading companydue course, on 1st December
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2014, the balance sheet of Northern Livestock Tigdiompany appeared as follows:

Table 6.3:The Balance Sheet of Garissa Northern Lestock Trading Group

(NLTG)
as at ' December 2014
Assets 2010 2014| Percentage growth
Fixed assets Ksh Ksh
000 000
Shop equipment 7,400 10,300
One vehicle 850 1,200
Total fixed assets 8,250 11,5000 + 39%
Current assets
Livestock 7,130 9,750
Shop grocery 4,754 6,630
Total current assets 11,884 16,380 +38%
Liquid assets
Bank balance 70 1,300
Cash 33 480
Debtors - -
Total current and liquid assets 11,987 18,160 +51%
Total assets + cash balances 20,237 29,660
Net worth 19,192 28,380 +48%
Current liabilities
Creditors: Bank loan Nil 950
KPLC bill in arrears for supply of 645 120
electricity
Shelving & fridge supply 40( 210
Total creditor 1,045 1,280 +22%
Net worth 19,192 28,380 +48%
Total liahilities + capital 20,237 29,660

Source: NLTG Management records (2014)

In this case study of Northern Livestock Tradingn@pany, the balance sheet is
analysed comparing the two periods 2010 and 20Dbfder to help interpret in terms
of performance of the firm’s activities. In thisgard, ratio analysis is used when the
relevant data is available since this method is @nihe most commonly used tools
for measuring a firms performance as representetthdyirms liquidity, profitability
and reliance on debt, as well as the effectiverisshe firm’'s owner good

management of resources use ( Down, 2008).
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In terms of liquidity in 2014, the current ratio tfe firm which compares current
assets to current liabilities is Kshs 11,987,200,280,000 = 9.37. In other words,
Garissa Northern Livestock Trading Company at 3tdbaber 2014, has sh 9.37 of
current assets for every 1.00 of current liab#itien general a current ratio of 2 to 1 is
considered to indicate satisfactory financial ctinds of a firm (Kirby, 2003).
However, this rule of thumb is usually considerkmhg with other factors, such as the
nature of the business, the season, and the qoélibe owner managers. By measure
of liquidity ratio, this firm was very high abovbe threshold for a firm’s satisfactory
financial condition. With regard to acid-test (owick) ratio which measures the
ability of the firm to meet its debt payment on ghwtice, it is computed as: acid test
ratio = liquid assets shs 1,780,000 + 1,280,000r¢oa liabilities) = 1.39. Because
the traditional rule of thumb for an adequate dest ratio is a round 1 to 1, Garissa
Northern Livestock Company appears to have a redsenevel of liquidity and thus

performance somewhat well in 2014.

Leverage ratios measure the extent to which a ifeiles on debt financing in 2010,
Northern Livestock Trading Company did not have,dagg term debt but had total
debt of Kshs 1,045,000/-. In 2014, the firm hado&ltdebt to total assets of shs
1,280,000 + 20,237,000 = 0.063 or 6.3%. The litema(Kirby, 2003) suggest that a
total liabilities to total assets of less than ¥¥gent indicate that a firm is relying
more on owners capital than borrowed money. Sinmehérn Livestock Traders total
liabilities to total assets is just 6.3 percente thrms owners have invested
considerably more than the total amount of lialegitshown on the firms balance

sheet as at 31 December 2014.
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The Firm’s Institutional and Competitive Environment

The socio economic and firm’s competitive environiegreatly determine
smallholder of livestock market participation ($&r& Morrison, 2010). The chief
officer of the firm, Olat Farah correctly observit “the institutional and physical
infrastructure necessary to ensure that small fimike livestock trade sector operate
in broad-based, low cost access to competitive]-ovghnized markets requires
significant investment, typically by the county amational governments. We should
get out institutions and endowments, as well asepri‘right’ in order to induce

competitive, favourable environment for livestockde.”

According to the owner managers of Garissa Northérastock Trading Company,
the traders’ share of the retail price shows aidieg) pattern, overtime, particularly
for cattle, goats and sheep. This is due to thetlfet urban terminal meat markets are
being controlled by butchery owners, the most péwegroup in the livestock
marketing chain, and middlemen, who act as brokets/een livestock traders and
butchery owners. These two groups control the ceithge pricing environment of
livestock in the major domestic markets. The owméithis firm confirmed one of the
findings made by Knips (2004) regarding problem=ethby livestock traders in the

IGAD in general and Kenya in particular.

The owners of this firm complained that livestockres the most taxed business in
Kenya. “There are many permits and licences fees.av¥é not allowed to transport
animals at night and there are numerous roadblockéace. All these issues affect

our competitiveness”
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Case 4 Wajir Orahay Livestock Traders (WOLT)

This firm, Wajir Orahay Livestock Traders (WOLT) svéounded in June 2008 by a
former primary school teacher, Mr. Samatar Ugas faredothers. When in January
2008, Samatar Ugas, who worked in the public seraga school teacher for a period
of 23 years, left Government employment, and wag pame retirement money, he
decided with five other partners to start WOLT. ¥gahile he was working as a
teacher he had started a small, part time livestaskness, where during every school
holidays in April, August, and December, every yleawould take at least one to two
lorries of goats and sheep from Wajir to Nairokack of the Lorries would carry 170
goats and sheep. The average price in Wajir ofetlaesmals in a typical season is
Ksh 3,400 and in Nairobi the common price is KsB0B, making a gross profit
margin of 65 per cent. Each of the partners of $amblgas contributed Ksh
200,000/= making startup capital for the WOLT ohKls2 million. This was how this
firm was started in since 2008 as small, livesttvekling business with six partners.
They opened accounts with three banks in Wajirthar firm and obtained all the
relevant trading permits and licences. Their maiodpcts were camels, goats and

sheep and camel milk.

The firms owner senior manager, Ugas, appeared awe hgathered a lot of
information regarding camel in Kenya. He told tkseaarcher that camel milk, which
is mainly produced in North Eastern and Upper East€enya, accounts for
15percent of total national production. Productden@y the pastoralists from the
milk include cheese, butter, sweetened condenskd fmimented milk and yoghurt.
The most common product is fermented camel milkikmas suusa. This is prepared

by women. Fresh camel milk retails at Sh 150 ge# lvhile suusa is sold at sh 100
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per litre. Camel milk is popular with consumers dogse of its low fat, with protein
content ranging from 2.2 to 4.9 percent especiaBylin like-protein which is helpful
for diabetes patients. According to Knips (201@&@mel milk is “low on cholesterol,
sugar, high in minerals — potassium, sodium, cq@dpan, magnesium and zinc — and

vitamin C”.

WOLT’S Growth Strategies

The founder of this firm, Wajir Orahay Livestockatiers (WOLT), Samatar Ugas
was popularly known as “Ugas Gellow”; meaning “Ugdsthe Camels — Gellow”.
He was named “Gellow” because of his passion foneds. His father, who was a
Senior Chief for a long time, had large herd of elmnover 160 camels with six
employees. As a young student, during school hpsidelgas would visit the camels,
take a lot of milk and would come back to schoolrirthe holidays healthier and
energetic. One of his subject areas of speciatizain the school was business
education. When he was asked how he came to dewgdpst in entrepreneurship in
the livestock sector, he said, “Four things madewaat to be successful business

person in the field of livestock sector.”

Ugas said by June 2003, he was only 40 years @lccame across book by Kiyosaki
and Sharon Lechter, titled “Retire Young, and ReRich” (2002). “In two months |

had read the 550 pages book twice and the mess$abe book resonated with me
very well.” He added that he also came across napesparticles on “beef trading”
company based in Zambia, Lusaka, called ZambedelinThis company according
to the articles, was doing very well, trading ireband poultry products — chicken. He

said it was then he decided to start this firm, WCdnd retire from public service
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while young at the age of 45 in June 2008.

This meant that the growth strategy of this firm swpartly driven by the
determination and livestock sector knowledge of finender, Samatar Ugas. Ugas
argued that the creation of livestock Agricultufdhance Cooperation (AFC) of
Kenya during the 1960’s to help finance the farnteas not benefited the livestock
sector. To this end, Ugas believed that there vessl o establish the equivalent of
AFC under the name of Livestock Development FinaDogporation (LDFC). It was
in this context, that his dream of growing his firmto large Livestock Trading
Corporation would be best understood. He wondenedhe Nairobi Security Stock
Exchange (NSE), there are number of agricultudaiged public quoted companies.
Why is there no single public quoted company ingéetor for livestock?” With Ugas
and his partner, Saney Bulle, the firm picked uprtine and by 2013 — 2014 the firm
was worth Ksh 7.210 million as its balance sheey fbrovided indicates. Ugas was a
very hardworking person, who worked at his busirfessat least 10 hours per day,
travelling, selling the livestock, attending busseseminars and official meetings
with State and County officials on matters affegtlivestock. He was also chairman
of the Wajir Livestock Traders Association and elgsvorked with the Wajir County

Livestock Marketing Council.

Social, Human and Physical Capital

Social, human and physical capitals are resourdeshwno firm can perform and
survive without for a long time. Resources canIse alassified into three categories,
tangible assets — physical and human, intangibéetassuch as experience, tacit
knowledge, and entrepreneurial behaviours of fimmm&r mangers and organizational

capabilities. In the business operations of WOLE, firm had social capital resources
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of trust, membership of social network groups, toie groups and cooperative

society, Community Owned Finance Initiative (COWBre observed.

Ugas said livestock traders are better in a saecause WOLT is a member of Wajir
County Livestock Marketing Council, Kenya PastatsliForum and Kenya Camel
Owners Association. This shows that the owner manafithe firm appreciated well
the advantages of social capital, social netwocksethnic associations and social
norms to firm performance. Ugas and his partnengasummarized the benefits of
social capital by saying, “A single finger cannoask one’s face”. This saying
underlined the significance of team work and beilogdo groups.” Nothing great is
ever achieved alone and without the help of othddgas concluded. In terms of
human capital, the firm had five partners and eigimployees. Regarding human
capital, the firm has 8 employees but not wellnedi or educated. Except two office
staff, all rest have no any formal education. Hosvewthey were experienced in
handling livestock business. Nevertheless, Ugas wadiscated, experienced and
energetic. With respect to physical capital, theiless had some furniture, office and

a vehicle and balance sheet assets of Ksh 7.21i0mls the exhibit below indicates.
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Table 6. 4:WOLT Balance Sheet as at $1December, 2014

Ksh (000)

Asset: Liquid asset cash 290
Livestock: Donkey 120
Goats 750
Sheep 320
Camels 4,800
Total livestock assets 6,280
Fixed assets

Furniture/office 300
Vehicle 630
Total assets 7,210
Capital (net worth) 6,650
Creditors:

Bank cooperative loan 360
Creditors 200
Total capital and liabilities 7,210

Source: WOLT Records (2014)

Case 5 Sunrise Livestock Traders — Wajir

This firm, Sunrise Livestock Traders was starte@®®9 by three people, two men
and one woman. The main founder of this firm is edmi\hmed Quresh. Quresh
worked nine years for a friend of his who had labggéchery which supplied Waijir
Town with camel, goats and sheep meat for someefifisince 1985. By 2009, when
he started this firm, Quresh was 32 years, as tsebem in 1977. He began working
at the butchery at the age of 21 and when he vate mnemployed in 2009 at the
age of 32, he had Ksh 45,000/= to invest in htarlu That really was not a large
amount of cash on which to go into livestock busealone, excepts, perhaps with
few goats and sheep as a broker and trying to,txaitte all risks of uncertainty about

the prices of the livestock in the future.

The literature on micro and small business sugthegtthe growth pattern of small
business use a seven-stage approach (Kuratho &ditsdg8008). These six stages are

the business idea, the markets, socio-economicefrark including the competition
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— structure, process of evaluating the business imi@l runs and acquiring resources
and finally if all else were acceptable start andnage the business for high
performance. In view of that back drop of the Atere on small business, Sunrise
Livestock Traders appeared to have passed all tbegeral stages and the firm’'s
performance seems to fit well with the most of #esumptions of what Peter
Drucker (1998) called “The firms theory of the mess”. These assumptions are
about markets, they are about identifying custoraedscompetitors, their values and
behaviours. They are about a firm’s strengths aedkwesses. It is argued that, these
assumptions are about what a company gets paidSanrise livestock traders

appeared to have scaled all the stages of smatidssstrajectory development.

Growth Strategies of Sunrise Livestock Traders

The growth strategies of Sunrise Livestock Trad@®gmpany were anchored on
strength of working capital, management and instifal relationships. This firm was

started in May 2009 with startup capital of Ksh 38D and was worth Sh 6.4million
in December, 2014, a growth rate of 18 times inuallive years. The particulars of
the other partners were Habon (Ms) and Bashir Abdigrhese two partners played
also key roles in the growth of the firm during fhevious five years or so. Habon
handled the goats and sheep sector and in thd tetde of meat in the local

butcheries. However, Bashir Abdiganic ensured that camels were well looked
after, secure and their selling and buying actsitiThe firm had nine employees; five

of them looked after the camels and ran differetivvaies.

When the manager of the firm, Ahmed Quresh was casieat were the firm’'s

growth strategies he responded, “Have good, viatapital, good, yet ethical
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management and maintaining good institutional i@hat Quresh reasoned that
growth is dependent on the firm’s ability to attraew resources. The ultimate source
of resources is customers’ money. Start-up capéalonly be a means to the end of
attracting customers as growth target takes intowat of the resources the firm will

be able to acquire”.

Social, Human and Physical Capital

The management of this firm, Sunrise Livestock €radhas strong social network
presence. The firm is a member of about six asBong and the owner managers
regularly attend business meeting in Nairobi, Gariand Mombasa to network. The
firm is a member of the local cooperative societlfed COFI. Thus has fairly strong
social capital base. In the area of human capitakt of the employees as indicated
before lack formal education. However, Qureshigblly experienced and resourceful
person. Nevertheless, there were gaps in the hwayaital skill set such as finance
and small business management like preparing anéssiplan. The Firm as the
balance sheet shows has fairly strong physicakalagii worth Ksh 6.4million. Most
of the asset’s in livestock whereas the liquid aésash) is low, only sh 145,000 as

the table below shows.
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Table 6. 5: Sunrise Livestock Traders Balance Sheast at 3% December, 2014

Ksh ‘000’
Liquid asset 145
Livestock: Camels 5,305
Goats 95
Sheep 80
Donkeys 65
Fixed assets
Office furniture 230
One vehicle 480
Total assets 6,400
Capital net worth 6,085
Creditors 315
Total capital and liabilities _ 6,400

Source: Sunrise Livestock Traders Record (2014)

Case 6 River Dawa Women Livestock Traders — Mander&ounty

River Dawa Women Livestock Traders is owned byaugrof six women, who found
this firm in 2007 in Mandera County, then a Didtriche women group has a
chairlady, secretary and a treasurer. They havaall sented office and a pick-up
vehicle. The leader of the group is called Ubahlgsdn 2007, the women group
started their business with Ksh 180,000/- eachrdmriing Sh 30,000/=. However, by
31% December 2014, their total assets were worth K403 million with current

liabilities of Ksh 230,000 as shown in Table 6.6.

The firm has four employees, including a drivertioé vehicle. The leader of the
group, Ubah Gaile, was the most learned among ithenembers. She left school
after completing her KCPE. She got married to gpsbmner and has children. The
other five women had no formal education. In teohage, all the members were in
their fourties; strong and ambitious. Ubah reasdhad “Our business is our dignity,

our hope, our life, our future, our everything, shine, sunset we are in it and we are
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going to nowhere. We don't give up things that hawveh powerful meaning for us”.

The River Dawa Women Livestock Trader’s main carsibess was goats, sheep and
camels. The women also dealt in fruits and vegethbkiness where they had a large
shade for the purpose. One of them was handlirsgaspect of their business and it

was worth shs 360,000/= .

River Dawa is a seasonal river which acts as thddvdetween Kenya and Ethiopia.
On both sides of the River, are many small farmg&ligrow varieties of fruits and

vegetables. This women group would buy every dayesfresh supplies and retail
them at their shade. The firm as at 31 Decembédr4 26wned 20 camels, 170 goats

and sheep, and one vehicle. Their cash in the waskonly Ksh 75,000.

The Firm’s Growth Strategies, Human and Physical Capital

In between 2007 and 2014, this firm was able tevgrom its start-up capital of Kshs
180,000/= to its present Ksh 2,105 million becausfe the members own
entrepreneurial behaviours, self-belief, determamatgood management and help
from their social networks. In February, 2009, Ulsaid “we approached our local
MP who we voted for during the General ElectiondDetcember 2007 for financial
help and he gave us a grant of Ksh 870,000/=. b&étame the starting-point of our
growth”. The firm opened its accounts with Firstn@aunity Bank who also loaned
them Ksh 230,000/=.

The firm was generating about Sh 120,000/= per men@abling the six member to
get at least Sh 15,000/= per month after paying g#xpenses. In terms of human
capital, except Ubah none of the other member ngdf@mal education. Therefore

human capital was a critical issue. The firms ptaisicapital was worth Ks
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2.105million as the Table 6.6 demonstrate.

Table 6. 6: Balance sheet of River Dawa Women Livexk Traders Ltd as at 3£
December, 2014.

Ksh ‘000’
Assets: Liquid assets cash 105
Livestock: Goats and sheep 627
Camels 815
Fixed assets
Office furniture 208
Vehicle 350
Total assets 2,105
Capital net worth creditors: 1875
Bank loan 230
Total capital and liabilities _ 2,105

Source: River Dawa (2014)

Case 7 Fino Hills Livestock Dealers — Mandera Coumt

This firm Fino Hills Livestock Dealers was regisdrand started in May 2006 by
seven partners with each startup capital of KsR@@5= totaling to Ksh 343,000/=.
The leader of the seven founders of the firm isedaRAbdi Barut. It has two bank
accounts; is registered with Mandera Livestock M&ng Council and is a member
of Community Owned Financed Initiative (COFI). Tfwen main sector of business
concerns with goats, sheep and camels. Once inla iivan opportunity arises, they

might deal in cattle.

As at 3f' December, 2014, the total assets of the firm viksie 3.55million with

cooperative loan of Sh 415,000/- as the exhibibweshows. Theoretically, Fino Hills
Livestock dealers was engaged in opportunity reitiogry where their role are
arbitrage, connecting known products of livestodkhvexisting demands to exploit
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previous recognized opportunities in Mandera Coumtyin Counties outside of
Mandera, such as in Garissa or even Nairobi. File Hvestock Dealers has a small
office at Mandera County headquarters and emplugetpeople. However, the firm
has herd of camels, goats and sheep. The Firmrtesave a vehicle for use. The
activity of the Firm revolves around livestock eoory which is characterized by
rapid change, population growth, and increase imat® for livestock products
combining at an unprecedented rate with environalefdctors such as climate
change to reduce pasture, productivity problemzags boarder insecurity, inter-clan
conflicts and long distance from main terminal neaskcompound the problems

facing livestock trade.

Firm’s Growth Strategies, Human and Physical Capita

The growth strategies of this firm, Fino Hills Lateck dealers revolved around the
personal drive, entrepreneurial behaviours of thaers, market focus on camels,
goats and sheep, good relation with the livestagpkers within Mandera and from

both sides of the Kenya’'s boarders with Ethiopia &omalia. The firm’s leader,

Abdi Barut said that. “Our secrets of success aterdhination, trust, social networks
and good management of the firm’s finances”. HeedddFinancial needs, rather
than profit-making opportunities are the majordegfor livestock sales by pastoralist

households.

We therefore monitor financial needs of the livekt@wners during drought, or
during Muslim Holidays and when schools are opénBlde prices of sheep and goats
ranged from Ksh 2,500 to Ksh 5,000 and camels fkaim 30,000 to Ksh 70,000/=.

The physical capital of the firm was worth Ksh Zr@8fion as the exhibit below
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indicate. The firm did not have a vehicle. Howettee Firm had a small office in
Mandera East District and stock of livestock, cangbats and sheep. The firm had
four employees and was earning the partners eamhayeaverage of Ksh 130,000/-.
The balance sheet indicates that the firm’s cag#l lvas low, Sh 65,000/= as at®31
December, 2014.

Table 6. 7: Balance sheet of Fino Hills Livestock &lers as at 31st December,

2014

Ksh ‘000’
Liquid assets: cash 65
Goats and sheep 532
Camel’s 2,100
Fixed assets
Office furniture 153
Total assets 2,850
Capital: Net worth 2,435
Creditors 415
Total capital and liabilities _ 2,850

Source: Fino Hills Livestock (2014)

6.4 Case Study Analysis

This chapter picked, and examined in detail simdiras case studies to complement
the finding, results and recommendations of thdystAs was defined in section 6.2,
success performance patterns is about the redixied, entrepreneurial ways of how
firm owner managers conduct themselves on day yobdais and do business such
patterns of firm performance are best measuredast mwases in terms of growth of
the firm, age of business, profitability and lewélsatisfaction of the owners with the
performance of their respective firms. In this paftthis chapter, the seven firms
analysed using descriptive statistical method. Hdhe characteristics of the

entrepreneurs and also their firm level attribuezenanalysed, Table 6.8
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Table 6. 8: Entrepreneurs Characteristics

a. Gender: N=7 Firms Frequency Percent

Majority men owned 5 71.4

Majority women owned 2 28.6

b) Use of entrepreneurs

18-35 5 35.7

36-50 6 42.9

Above 50 43 21.4

N=14

c) Educational level

N=14

Some primary level 6 42.9

Completed primary

Same secondary level 3 21.4

Completed secondary 4 28.6

Post secondary 1 7.1
Total N = 14 100.00

Source: Field study data (2015)

As the Table 6.8 and 6.9 shows, the characterisfitke entrepreneurs and also the

firm level MSE characteristics were examined inadeExcept one firm in Garissa,

Towfiq Livestock Traders with total asset of Ksh@a8illion, the other six firms had

very modest net worth or equity. Analysis of thesecases shows that there is no one

way to ensure good business performance, no foenula simplistic recipes to

guarantee success. As the cases demonstrate,atieereany ways to plan for high

business performance.

However, the many ways, as matter of necessityjudiec owners entrepreneurial

behaviour, social and economic institutions. As fhables 6.8, 6.9 and 6.10

demonstrate, the cases presented in this studyderaseful insight into the study

variables.
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Table 6. 9: Distribution of the seven micro and sniastudied firms by employees

and net worth

Firm — case Legal Age of | Number of | Net worth | Observation
form firm employees | (shs 000)

Towfiq traders Limited 15 25 42,000 Invested hyghn
entrepreneurial
behaviour and
institutions

Garissa Northern | Partners 8 18 29,660 Invested highly g

Ltd entrepreneurial
behaviour and
institutions

Wajir Orahay Partners 7 8 7,210 Invested
moderately

Sunrise Livestock Partners 6 9 6,400 Invested
moderately

Fino Hills Partners 8 6 2,850 Low investment

River Dawa Partners 8 4 2,105 Low investment

Women

Baraka Bulla Partners 8 7 850 No investment

Source: Field study data (2015)

As the Table 6.9 shows, majority of the firms or p@rcent had less than ten

employees. This small size of employees was indgteement with the concept of

micro enterprises. However, still all the firms Hads than 50 employees, which is as
per definition of a small firm-one with 10 — 49 eloyees. In terms of balance sheet
values, most of the firms in the cases, fire firons7/2 percent had net worth of less

than Ksh 10 million. Only two firms or 28 percerdachbalance sheet net worth of

above Ksh 10 million; Ksh 30 million and Ksh 40 kwih. These two firms, both of

Garissa County, TowfiQ Livestock Traders (Table)6ahd Northern Livestock

Trading Company (Table 6.3), had relatively morsotgces, social networks and

human capital in terms of human capital.
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6.4.1 Discussion of the Findings from the Cases dpaed

The seven cases presented in this chapter of ésesthrovide important perspectives
into the conceptual and theoretical dimensionshef issues considered. The cases
further provide empirical evidence to support amdvle good grounding to the
conclusions on entrepreneurial behaviour, socidl @onomic institutions and firm
performance. The main themes and lessons are destuss below. In terms of
entrepreneurial behaviour motivation or achievemased, legitimacy seeking
behaviour, risk taking, locus of control and totera for ambiguity, these cases
demonstrated that indeed these factors were hggelsent in the conducts and actions
of the owner managers of these livestock tradingeEMSThe owners of these firms
worked hard, over ten hours per day networked wotethnic groups, joined business

associations operated banked accounts and obtagsedting licence.

In terms of the effects of social and economicitagbns, the firms owners, formed
partnership in order to enhance their financiamho and physical capital. In terms of
social and economic institutional business perfol@eamoderating factors, it was
apparent that institutional variables played caitiole in the survival and growth of
their business. During the study, the owners’ maragf the MSEs were invited for
Focus Group discussions sessions and they providesh needed insights into the
challenges they encountered in the managemeneoflibisiness. In these discussion
sessions, all the fourteen participants, two pen ftonfirmed that family, friends,
members of business associated and the governrgentias all contributed to the

profitability and growth of their respective firms.

278



When asked to discuss what motivated them and igrorand small businesses in
the livestock sector, majority of them, 63% saidaidability of the livestock; easy to
run, 59% and the need to be self-reliant, to bg own boss”, 49%. The least
motivating factor was the availability of capitainly 6%. Few of the entrepreneurs
had earlier experiences in running such businegdstarting their own, 17%, and a
number were also encouraged by group initiativé 3and friends and family
members, 36%. In terms of entrepreneurial behasjotiremerged from the Focus
Group discussion that the most admired behaviowese whard-work”, 56% trust,

52%, management skills, 50% and self-confidenc&y"36

The discussion groups however, pointed out thatwbese three entrepreneurial
behaviours, in their opinion were, “promise bregkib2%, dishonesty and bad debts,
that is refusing to pay creditors on time”. The e argued further that, the three
main reasons that make livestock business highlysfgimg for them were”
profitability, 96%, good sales, 93% and does ngui@ technical skills, only few

formalities such as obtaining operating licencé&phl

In terms of business challenges and frustratidresdiscussion groups in their views,
faced a number of institutional and environmentabfems. Some of these were
recurrent inter-clan conflicts and also generakaosity in the three counties of
Garissa, Wajir and Mandera; 82% and the securifykildmeters border wall being

planned to be built on the Kenya / Somali boardach a wall will affect supply of

cattle, goat and sheep from the other side of therder to the Garissa livestock
market. Other challenges include unstable livestmiges, 80% livestock diseases,

67% droughts, 49% and limited market informatiom &poor management skills”,
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42%. However, the traders greatest worry was” loefifs margins in some months,
98%, and decrease of supply of livestock due taigig diseases and insecurity,
85%. On addressing institutional limitations, tivener managers of the MSEs stated
that they formed associations looked for alterreativarkets with better security and
presented their concerns to the relevant countyratidnal government authorities
through their Livestock Marketing Council Forum#$ey for instances, requested the
National Government Ministry of Agriculture and kstock to help Kenya Meat
Commission open branches in the Counties. Thislwillg positive performance for
our businesses and taxation are also very highohdtand County governments are
not investing in livestock and livestock trade,’etMSE owner managers argued.
From the Focus Group Discussions, it has beconae that entrepreneurial behaviour
directly influences firm performance and that sbara economic institutions indeed
moderate the performance of the MSEs in the liassector. Summary of the cases
analyzed is given at Table 6.10. The summary cwmsfithat the success patterns of
these MSEs were growth, the age of the MSE, ploftg and the level of
satisfaction of the owner managers. Firms that ikety to fail were low on these

factors and those that were more likely to perfbetter were high on these factors.

280



Figure 6. 1 Cases: Interactive linkages of study veables

SOCIAL
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‘ Firm Ie\’/el ' A performance = INSTITUTIONS
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INPUTS
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POLICIES

Source: Researcher (2015)

Figure 6.1 shows the interactions of the studyaldeis in the case studies together
with how social, economic and government institogiadetermine firm’s resource

inputs, entrepreneurial behaviour, and therefor&eMfirm level characteristics.
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Table 6. 10 Summary Cases Analyzed

Case Objective/ CASE 1 CASE 2 CASE 3 CASE 4 CASE 5 CASE 6 CASE 7
hypothesis Towfiq Traders Baraka Bulla Northern WOLT Sunrise River Dawa | Fino Hills

Gsa Gsa Livestock Wajir Traders Traders Traders
Traders Gsa Wajir Mandera Mandera

1 Entrepreneuria) Entrepreneurs Have high Motivated, Motivated, | Highly Motivated, Highly
| behaviour highly motivated | motivation, have need for | have motivated, have high motivated, self
and MSEs with high achievement achievement. | average have high need for driven, hard-
performance achievement need. needs, work long | Work hard. need for need for achievement,| working, risk

Work long hours. | hours, moderate | Moderate risk | achievemen| achievement,| seek taking, seek
Moderate risk risk takers, taker, Tolerate | t, take high | take legitimacy, legitimacy but
takers, have self | tolerate business | failures, but risks, moderate take risks but| low on business
confidence, failures low on tolerate risks, tolerate| low on skills and
tolerate failures, personal failures, failures but | business financial capital
market ambiguity business skills | seek low on skills and

business business financial

skills. knowledge capital.

/skills

2 Moderating Have family, co- | Have strong Many Co-ethnic | Form of Have high Have high co-
effects of ethnic and networks of suppliers of network is | business, family ethnic social
social business friends, family, livestock and | high and partnership. | support. networks. Form
institutions association trust is valued. funds are co- | form of Have Co- Relationship | of business,
and MSEs networks. Trust is| Form of business | ethnic groups. | business is | ethnic and of firm partnerships.
performance | highly valued. partnerships Trust among | partnership.| business performance | Trust high and

Elders are used tg Used harambee tq partners is association | and social low on
settle business raise funds high. networks. institutions formalities.
disputes. Trust is high. | clear.
Use elders to| Resources
settle obtained
business from friends
disputes [ families
and through
harambees.

3 Moderating No access to Performance | No active Market No market Distance from
effects of No formal financial services.| poor because | policiesto | structure information. | main terminal
economic policies of two Support from of lack of support competitive. | Fees, markets,
institutions levels of county / national | access to livestock Self-reliance | licencing climate,
and MSEs government to governments. financial traders. No | on resources| procedures | insecurity and
performance | help MSEs. Lacking transport | services, access to mobilization. | and no government

Market structure | services or markets and capital and | Road uncoordinate | supportive
competitive. No | expensive, No drugs to treat | training networks d regulations | policies affect
financial services | entrepreneurial animals. opportuniti | poor, affects | on livestock | performance,
support, transport| training facilities. | Insecurity also | es. performance | movement profitability.
expensive. affects affect

Members of performance. negatively

SACCO, No firm

entrepreneurial performance

training facilities.

4 Combined Indicate evidence | High Evidence show| Evidence Firms with Combination | The years when
effects of that joint entrepreneurial that combined | indicate high s of the firms
social, entrepreneurial behaviour, results| effects of that entrepreneuri| entrepreneuri| combined high
economic behaviour, social | to better firm entrepreneuriall entrepreneu| al behaviour, | al behaviour, | entrepreneurial
institutions on | and economic performance, only| behaviour, rial perform favourable, | behaviour,
MSEs institution, result | if owners benefit | social and behaviour, | better when | social and favourable
performance | high firm from socio economic social social economic social and

performance. The| economic institutions is | economic | economic institutions economic
combined effects | institutions greater than institutions | institutions resulted, institutions firm
result geometric individuals on | have were more higher MSEs | performance
progression rathe firm positive favourable performance | was greater
than arithmetic. performance. | cumulative

effects on

performanc

e

Source: Researcher (2015)
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6.5 Chapter Six Summary

This chapter has presented the cases studies séWlea Micro and Small firms, three
from Garissa County and two each from Wajir and daa Counties. The chapter
presented analysis of each of cases and then pedseéescriptive statistical analysis
of all the cases. The case have indeed confirmatl éhtrepreneurial behaviour
directly influences firm performances and that aband economic institution
moderate the relationship between entrepreneuehbviour and firm performance.
The case study analysis reveals that there is thdppreciable improvement in the
performance of MSEs that invested significantlyentrepreneur behavior, social and
economic institutions by for instance examining buok values of Case 1, Case 3
and Case 4. This chapter has also presented analyie focus group discussions.
From the focus group discussion, emerged a lohsifjhts concerning determinants
of MSEs success, challenges these firms faced andthe firms cope with those
challenges. The chapter finally presented a sumwiaye analysis and how the cases
helped answer each of the research questions amdfdhe achieved the research
objectives, Table 6.10. The next chapter seveneptesthe Summary, conclusions

and recommendations of the study.
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CHAPTER SEVEN

SUMMARY, CONCLUSION AND RECOMMENDATIONS

7.1 Introduction

This chapter presents the conclusions of the psoadsdata analysis, findings
emerging from the study and discussion of the tesklrthermore, the chapter draws
conclusions concerning the findings on the studyabées relationships. The chapter
also presents implications of the study in the exinof theoretical approaches, policy
and practice and methods. This chapter providesmetendations in terms of areas
which scholars, a policy makers, entrepreneuriaciiioners and researchers may
explore further as appropriate. The chapter presémitations of this study and

suggestions for further research.

7.2 Summary of the Findings

This study had four objectives. The first main psg of the study was to establish
whether entrepreneurial behaviour had direct eftecthe performance of the micro
and small enterprises in the livestock sector inttN&astern Kenya. The study further
sought to determine if social and economic ingohg had moderating roles in the
relationship between entrepreneurial behaviour tedperformance of the MSES.
The study also sought to establish the combinescesffof all the three variables on
the performance of the MSEs. In this process thereand importance of micro and
small enterprises in the larger, Kenyan economy [dodh Eastern context, were

examined in chapter Two.
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The literature review had shown that most of thst gtudies on the performance of
micro, small and medium sized enterprises done enyld were in the context of
urban centres in Nairobi or on large firms (McCarkpil988; Waweru, 2008, Maalu,
2010; Okeyo, 2013). Therefore, the context andcthreceptualization of this study

were reflection of the researcher’'s own philosopghiand theoretical motivation,

believes, understanding and gaps in knowledgedndlevant field. It is on the basis
of the literature review and the researcher’s ovenw\that there was no similar study
done in the past in the context of North Easternygethat the conceptual framework
of this study was designed to achieve the mainatibge which comprised to establish
whether entrepreneurial behaviour had a signifiediigticts on the performance of the

micro and small enterprises in the livestock seictdtorth Eastern Kenya.

For the purpose of examining the three study hygm#h the study variables were
operationalized so as to facilitate suitable forohsdata analysis. The independent
predictor variable, entrepreneurial behaviour wasmtilated as construct of
achievement need: motivations, legitimacy seekirghalwiour, risk taking and

tolerance of ambiguity. Similarly, social institois were viewed as a construct of
cultural munificence, family / kinship, co-ethnieidh business associations, social

networks and reciprocity trust yielding networks.

Economic institutions were also operationalizedgasernment policies (economic
dynamism or economic munificence), the market stinec financial services, and
availability of entrepreneurial training opportued. In the light of the manner in
which the data was collected, a mixture of datalysis techniques were used to

investigate the various perceived relationshiphaf study variables. The statistical
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analysis used includes univariate and multipleesgjons as well ANOVA. The data
analysis concerning the relationship between erdgregurial behaviour and the
performance of MSEs produced some important firgliggmilarly, the hypothesized
moderating roles and the combined effect of theelstudy variables also produced
important findings for this study. When the resditsn the various statistical analysis
were subjected to regression and ANOVA, the resudiee in supportive of the four
hypothesis, K H,, H3 and H. Indeed the findings confirmed that entreprenduria
behaviour affected the performance of the 191 MStslied. The findings also
validated that social and economic institutionsesd have moderating effects the
relationships between entrepreneurial behaviourtl@gerformance of the micro and

small enterprises studied.

The results covered the relationship between emneorial behavior, and the
performance of MSEs in the Livestock sector in Ndtastern Kenya with social and
economic institutions as the moderating variabled].R? =11.4%). First it was
hypothesized thatentrepreneurial behaviour had significant influence the
performance of micro and small enterprises in thestock sector in North Eastern
Kenya. Entrepreneur comprised of motivation (ackiegnt need), legitimacy seeking
behavior, risk taking, effectuation (locus of catfr and tolerance of ambiguity. A
composite index of MSEs performance was computetdl ragressed on specific
extracted variables of entrepreneurial behavigprasglictor variables established that
MSEs performance was predictable by entreprenebealvior in a positive and
moderate way. At a general level these findingscaresistent with findings obtained
in past studies of entrepreneur behavior and pedoce of MSEs even though there

were also divergences.
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Secondly, it was hypothesized that Social insbigi moderate the relationship
between entrepreneurial behaviour and the perfoacmasf the micro and small
enterprises in livestock sector in North Eastermyée Social institutions comprised
of kinship/ family, co-ethnic networks, membersimpsocial associations, existence
of business rules, level of trust, strong bondimgugs and social capital seeking
behavior. The study found out that social instin§ moderated the relationship
between entrepreneur behavior and performance d&dMB the livestock sector in
North Eastern Kenya (AdjR=67%). The finding of this study provide more
empirical support than those of earlier studiescwldemonstrate little consensus and

are non-specific about precisely which institutiang important for entrepreneurship.

Thirdly, it was hypothesized that Economic instdns moderate the relationship
between entrepreneurial behaviour and the perfacmasf the micro and small
enterprises in the livestock sector in North Eastéenya. Economic institutions
dimensions comprised of Government policy dimernsiommarket structure,
opportunity and training, ease of transport, acte$sancial resources, membership
in business associations (Saccos), and educatnnaovation systems. This study
found out that economic institutions had a modegéiext on the relationship between
entrepreneur behavior and firm performance a deserg from past studies which
were inconclusive on whether a favourable economivironment supports
motivations for entrepreneurship and performandé8Es (Adj.R =54.2%).

Finally, it was hypothesized that the combined affef entrepreneurial behaviour,
social and economic institutions on the performamtethe micro and small
enterprises in the livestock sector in North East&enya is greater than the effects of

the individual study variables.
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It was found that the combined effect of entrepueia behaviour, social and
economic institutions on the performance of theramiand small enterprises in the
livestock sector in North Eastern Kenya was grethian the effects of the individual
study variables( & 95.4%: Adj.R = 78.9%). This finding is divergent from other
past studies who uncovered no significant relahgnalthough congruent with others
scholars that entrepreneur behavior was moderatadly positively associated with

firm performance.

The survey data analysis was linked with case samdysis through the emergence
of common factors that have been identified in theearch literature as either
enablers or inhibitors of firm performance. Thenr#ture identified at least 41 multi-
faceted and varied influencers of MSEs performandgich include: social,
entrepreneur behavior such as positive attitudeartts entrepreneurs and risk taking
and economic institutional variables such as eddeusiness entry and regulatory
factors (Lundstrom& Stevenson, 2006). Factor amalf@r this study extracted 14
multi-faceted variables that were grouped as ergregur behavior, social and
economic institutional variables (Table 5.7). Tsigdy element which also emanated
from the case study cases were confirmed as ntdaencers of MSEs performance.

A summary analysis and corresponding conclusiosansmarized in Table 7.11.
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Table 7.1:Summary of Study Objectives, Hypothesis and Finding

entrepreneurial
behavior and
performance of
MSEs

on firm business
performance (MSES)

number of hours
worked, compliance
with regulation and
seeking loans show
significant effects
on MSEs
performance

Objectives (1.4) Hypotheses (3.10) Findings with Case study Conclusion on
significant findings hypotheses
relationships

To establish the H.: Entrepreneurial | Motivation or self- | Highly motivated, | Entrepreneurial

relationship behaviour has confidence, have high need for| behaviour

between significant influence | determination — achievement, take | significantly affects

moderate risks,
tolerate failures
but low on
business
knowledge /skills

MSEs performance
H, is failed to be
rejected. Ad;.
R*=11.4%

To determine the
moderating effect
of social
institutions on the
relationship
between
entrepreneurial
behaviour and

H,: Social institutions|
moderate the
relationship between
entrepreneurial
behavior and firm
performance (MSESs)
Direct relationship on
MSEs performance

Belonging co-ethnic|
associations, having
family / kinship
support and
membership of
business groups
have significant
moderating effect

Have family, co-
ethnic and
business
association
networks. Trust is
highly valued.
Elders are used to
settle business

The interactive term
(EB*SI
performance)
significantly
moderates MSEs
performance —
Hypothesis, H
failed to reject. Adj.

performance of
MSEs

MSEs performance on MSEs disputes R’=67%
performance Adjusted R
(EB*SI =11.3%
performance)
To establish the Hs: The activities of | The interactive term No access to The interactive
moderating role of | economic institution | (EB *El ) is financial services. | significantly
economic moderate the significant Support from moderates EB and
institutional relationship between| economic county / national | MSEs performance
activities on the entrepreneurial institutions have governments. hypothesis Hfailed
relationship behaviour and firm | significant Lacking transport | to reject. Adj.
between performance (MSEs)| moderating effect | services or R?=54.2%
entrepreneurial Direct relationship on on EB-performance| expensive, No Adjusted B =
behaviour and MSEs performance | relationship entrepreneurial 17.2%

training facilities

To establish the
combined effects
of entrepreneurial
behaviour, social
and economic
institutions on
MSEs performance

H.: The combined
effects of
entrepreneurial
behaviour, social and
economic institutions
on the performance
of MSEs is greater
than their individual
effects on firm
performance

The effects of EB,
Sl and EI on MSEs
performance are
significant. Overall
model is significant
regarding firm
performance

High
entrepreneurial
behaviour, results
to better firm
performance, only
if owners benefit
from socio
economic
institutions such ag
Saccos

The combined
effects of EB, Sl
and El is indeed
greater than
individual effects of
EB, Sl and El on
MSE performance.
Hypothesis H, also
failed to reject. R
=95.4%

Adj. R=78.9%

Source: Researcher (2015)

7.3 Conclusion of the Study

The thrust of this study was to examine the deteats of the performances of the
micro and small enterprises in the livestock seictdMorthern Eastern Kenya — in the
counties of Garissa, Wajir and Mandera, while anidgoit on institutional, bricolage

and resource based theories of entrepreneurshgiestuln this regard, the main
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purpose of this study was to establish the extenwhich social and economic
institutions affected the relationship between egmeneurial behaviour and the
performance of micro and small enterprises in thestock sector in North Eastern
Kenya. Entrepreneurial behaviour together with iin8bnal theories are popular
research lenses for entrepreneurship research gtrang 2006; Boettke & Coyne,
2004). In order to achieve the four research olwestof this study, basic descriptive

statistical nominal and ordinal data analyses wsezl.

Further, correlation tests were performed beforefopming inter-variable tests
involved inferential statistics in terms of ANOVAgnd multiple regression. As
regards entrepreneurial behaviour and MSEs perfoceathe relationships were
found to be statistically significant at both comsjpe and dimension levels.
Particularly the effect of self-confidence, locug oontrol, determination or
motivation or compliance with regulations and rtaking element in terms of loan

seeking behaviour were found to be very signifiearMISEs performance.

The study found that about 18% of the MSEs weren@ehat thriving” and the

majority, 82% were “performing poorly, only surung.” Past studies, Delmar (1996)
and Boettke and Coyne (2004) also confirmed thatepreneurs interest in the
business — determination and attitude to the groefttthe firm were the most

important individually related variables. Motivatiovas completely dominant as
representative of individual differences of the ewmof the MSEs. It was also noted
that entrepreneurs who had chosen to concentratevortustomers also performed
better than those who focused on the general pulitie study finds that both social

and economic institutions have positive significanbderating influence on the
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relationship between entrepreneurial behaviour @ed performance of micro and

small enterprises.

The conclusion of this study is that social andnetoic institutions had strong and
statistically significant effects on the link bewveentrepreneurial behaviour and the
performance of the micro and small enterprise$is $tudy. The overall conclusions
for this study based from the data analyses, titeeaand the findings are that policy
makers, practitioners and scholars in the disa@plai entrepreneurship need pay
greater attention to entrepreneurial behaviourjatand economic institutions in
order to secure better sustained growth of miand,sanall enterprises in the livestock
sector and in all others sectors in general. Table presents a summary of the
relationship among the study objectives, hypothasis findings based on the data

analysis and case studies.

7.4 Recommendation of the Study

Following the foregoing discussions and presentatitade from chapter one to

chapter six, this study makes a number of recomatents for further research. The

variables of this research were entrepreneurialaaehr, social and economic

institutions. The study used a number of theorgestaresearch lenses. The study
recommends that further research of the role ofdrupapital and social institutions

in firm performance in the contexts of rural seginbe done. The study has used
elements of these variables were rather limitedwaee not exhaustive. This study,

first therefore recommends future research invgidiiferent sets of element of these
three study variables to determine their influenoethe performance of micro and

small enterprises. Other studies might considerales of culture and geography in

291



entrepreneurial development. Secondly, the prindata analysis used was multiple
regression analysis. This type of analytical appimohas a number of limitations
which may result only partially correct conclusioitss therefore recommended that
future studies use additionally statistical methosisch as structural equation

modeling.

This study makes important contributions to underding of the relationship
between entrepreneur behavior and performance dEsM8 is arguably the first
study of its kind at this level in livestock tradirMSEs in a resource constraint
context in North Eastern Kenya. Therefore additioraearches are needed on these
issues both in this region and other livestockitrgdegions as identified in chapter
two, to better understand the generalizabilitytase findings. From the descriptive
results (Tables 5.6, 5.7 & 5.9), it was seen that mheans on profit above average
(2.112), profits / sales ratio (2.658), customeisgaction (2.072), risk taking (2.30),
locus of control (2.22), market structure (2.37gnd access to entrepreneurial
education and innovation systems (2.163), areradher low. Hence, if MSEs
performance is indeed top priority for policy makemlas well as entrepreneurs
themselves, it is recommended that policies andtipes be formulated to help

enhance all these variables with aim of improvimg performance of MSEs.

The results of this study are divergent with magtvpus researches (Kirby, 2003;
Bruton et al., 2010; Delmar, 1996; Baron, 2007)that the study provides more
empirical support for the hypothesized positiveatiehship between entrepreneur
behavior and performance of MSEs with social anshemic institutions acting as

moderating variables.
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7.5 Limitation of the Study

The focus of this study was the determination of #ffects of entrepreneurial
behaviour, social and economic institutions on pleeformance of micro and small
enterprises in the livestock sector in North Eastéenya. The study in this regard
integrated these variables in sophisticated relaligps that entailed their interactions.
The nature of the complex relationships of the wtudriables were grounded on
literature review, empirical studies and concepfrahework. The literature suggests
in such circumstance, entrepreneurial behaviouwcty affects firm performance,

while social and economic institution moderatergdationship.

This study as conceptualized studies had somealiimits. For a start the study
focused on the performance of micro and small pnsa&s in the livestock sector in
North Eastern Kenya. This means the study someteeluded MSEs in other
sectors and those in urban centres like those iroblaor Mombasa Counties. The
study design was census and those who participatbe study were 191 MSEs. This
therefore could have limited the scope of the stadg might result to scholars

guestioning the generalizability of its findings.

In terms of research design, the study was domeyusbss-sectional survey together
with seven MSEs examined in detail as case studieshapter seven. The study
therefore lacks the benefit of longitudinal resbadesign. Further limitation was the
use of a linear regression mainly as the tool d& dmalysis. Regression analysis
assumes that relationships among variables ararliaed predictable. More latent
proximate and non- proximate causes and relatipnsli not get revealed by

regression analysis. Additionally, this study begito explore the question of
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causality. However, causality can actually be testaly with data collected at
different points in time which future studies aseammended to include although
predictions is that large numbers of small firmie ‘darly in life’ within three years of
start- up, thus there is insufficient data for Satitorily casual effect relationship or
time series analysis. That is why study such asBe(1996) used structural equation

modeling.

Further, limitations arose out of the contextuaduess. North Eastern Kenya is
relatively more remote and insecurity was also@issue in 2015 as shown in the
notes on the field research methodology processrrépppendix Ill). In view of
these contextual factors the respondents and goegrts officials did not provide on
many occasions very insightful data and other mfttton needed for this study. This
made it difficult getting much needed data forrigalation. Despite these limitations,
this study was designed in both scope and qualtityhighly scientific manner
following thorough literature and theoretical revi@and all possible research lenses.
The study was therefore vigorous and thoroughsirsébpe, depth, statistical analysis
and conclusions. The study’s contribution to theddfiof entrepreneurship research
and scholarship is a matter of great significaragticularly in micro and small

enterprises sector, theories and practice.

The findings of this study therefore will benefitS#s in terms of entrepreneurship
behaviour and crafting the appropriate social aswhemic institutional policies, and
strategies, that stand to improve the performamt¢leeomicro and small enterprises in

Kenya.
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7.6 Implications of the Study

The findings and conclusions of this study haveuanlmer of theory, policy and
practical managerial implications as shown in 7.3.38.2 and 7.3.3. As concerns
theories, this study was anchored on institutiaral resource based theories within
the framework of effectuation and bricolage theora entrepreneurship. These
theories were used to anchor the study and condkptsguided the study. These
theoretical foundations enabled an informed exatlmnaof the key study variables
and concepts by underpinning the study on welligded literature on
entrepreneurship. The study therefore has madefisagt contribution to these
theories in the context of micro and small entegsientrepreneurial behaviour, social
and economic institutions and firm performance. $hely also has implications for

theory, policy and practical managerial.

7.6.1 Theoretical Implications

The findings of this study has implications for dhein four major thrusts namely:
bricolage, effectuation, institutional theory antlatywe may call eclectic integrative
approach of entrepreneurship studies. A numbethebrtes such as heterogeneity
demand theory, differential advantage theory, resobheterogeneity and competence
based theories share an emphasis on internal asftéet firm as determinants of firm
performance. However, institutional theory focusashe external aspect of the firm
as the drivers of firm survival and growth. Briogdgaand effectuation theories address
the behaviour of entrepreneurs in resource scansgro@ment. This is a major

implication of entrepreneurship theory.

The theory of bricolage concerns with how firmswith whatever combinations of
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resources they have to achieve their business @Balser & Nelson, 2005). The
findings of this study suggest that the MSEs inlihestock sector in North Eastern
Kenya operate in resource deficit environment wimeost of them do with whatever
was at hand. This theory can be generalized toyaggpimost of micro and small

enterprises in developing as well as in the deeslamuntries.

Effectuation theory of entrepreneurship posits thatler conditions of resources
constraints, uncertainty and dynamic business enwient, the owners of MSEs
adopt a decision logic that is different from thaditional, causation approach. The
behaviour of majority of owners managers of MSEsngo fit with the traditional
causation process. Instead they engage in expesatram risk little, fail cheap and
the affordable loss than expected returns priasipEffectuation theory therefore has
implication to understand better, the behaviour #twedmanagement approaches of the

MSEs in general, not only those studied here.

Developing these ideas in the field of entrepresigp; Sarasvany (2001) suggested
that a logic of “effectuation” is more appropriate describe and understand
entrepreneurial activity, or more generally creatactivities, than logic of causation.

Her definition of effectuation behaviour emphasittes primacy of means over ends,
the primacy of identity over goals, and controheatthan reduction of uncertainty in

the livestock trade sector. Network bricolage wasanly a mechanism for accessing
financial and other reasons, but also providedcaddor identity formation in the

entrepreneurial occupation. Examining entreprergpineesearch through the lens of
social institutions and the sociology of occupatioight help business practitioners
and policy makers the transition to entrepreneprghirural settings, where resource

and business opportunities were comparatively sca@lassical entrepreneurial
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theories appear not to be adequate as a practici tp the performance of MSEs.
Further, these rather low explanatory explanatidris4%, implies that the firms
studied respond to the demands of their uniqueatipgr circumstances, thus the
popularity of contingency theory as foundationaduasption of the theories of MSEs
performance.

This study has implications for these two theoriésstitutional and eclectic
integrative theory of entrepreneurship researchstititions, both social and
economic, together with entrepreneurial behaviduM&Es owners form what is
commonly called “the ecology of entrepreneurs” Bedome part of the general open
system theory of entrepreneurship and small busideselopment (Baumol, 1993).
Broadly institutions can be grouped into two: sbaad economic (McCormick &
Kimuyu, 2007). The importance of institutions ischared on the fact that strategies
of firms are grafted to fit the opportunities andhitations provided through the
formal and informal institutional framework. Howeay institution theory is not
adequate to explain, predict and help understamd dbmplex nature of firm
performance and firm creation. It is for this @ashat this study has implications for

strong perspective of eclectic integrative theastiramework to fill this gap.

7.6.2 Policy Implications

The findings and conclusions of this study sugdleste major policy approaches:
facilitating access to financial capital for livesk trade, empowering livestock
producers through provision of information on mankeces, government regulations,
veterinary services, buyers preferences, supply derdand of animals in major

terminal markets and lowering market costs.

Livestock commerce is capital intensive for pooirgpreneurs. This explains why an
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overwhelming majority of the entrepreneurs intemed listed inadequate own-capital
and difficult access to credit as the most limitoanstraint to livestock trade and an
important reason for joining market associationsd aBACCOs or forming
partnerships,Shirkad as they call it. Provision of information on consr
preferences, demand and supply of animals, markeegy government policies
governing across the nation or for export can allowestock owners and traders to
improve their earnings from livestock sales. Tharent situation point to the
importance of creating the necessary level of amese for instance among livestock
producers about buyers’ preferences at the sangethiat market information is being
relayed to them. Also improving general public eavess of national and county
government policies will be useful to reduce igmme of new policy provisions. The
system of livestock marketing and entrepreneurshigtill highly personalized. A
personalized marketing system has high transaatmsts. In addition, there are
physical marketing costs, such as transportatiosh faandling costs and various
official and non official taxes that increases ttwerall cost of livestock trade.
Reducing this costs through policy framework wogtda long way to improve the

performance of the MSESs in the livestock sectddamth Eastern Kenya.

The findings that social and economic institutidrave significant influence on the
performance of micro and small enterprise is exgmkdb generate much interest,
particularly from the national and county governtsenThe general business
environment in Kenya presents numerous constramtgh so to micro and small
enterprises operating in rural settings. The resibdities of both the national and
county governments to formulate an enabling enwrent for micro and small

businesses that may reduce the numerous challéagjeg the operations of MSEs
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have been discharged in the form of the nationgkgonent establishing the Micro
and Small Enterprise Authority, under the MSEA A2012 and also most of the
county government such as those of North Eastemmyd&dorming County Trade

Development and enterprise funds.

7.6.3 Practical Managerial Implications

This study is also useful for mangers of micro anwll enterprises. Particularly with
respect to entrepreneurship, social and econorsigutions, and firm performance
management. This study has four practical mandgerjaications. These are better
management of micro and small business. This shagyobserved that one of the
major constraints facing the MSEs is inadequate agament skills. The second

major constraints facing the firms in the industrg inadequate access to funding.

The managerial implication here is that the firrhewdd form associations and join
the existing SACCOs in the sector such as the USAlRded COFI. The third
managerial implication is that very few of the fiare in the export sector. Whereas,
the data of FAO 2014 online indicates Somalia etgubtive livestock valued US$
360 million and Ethiopia exported livestock wortts® 150 million, there were no
figures available for Kenya. It is for this reastmat this study has managerial
implication for the firms in the sector to be exporiented if they wish to be bigger
and stronger. The fourth managerial implicatiothist the study finds that majority
of entrepreneurs in the sector have low human aapit terms of education and
business skills training. Therefore the study bhewn the relationship of these
critical factors surrounding the performance of MS&nd suggested alternative

approaches to addressing constraints arising framt both at the firm level and in
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the large context of the MSEs.

7.7 Suggestions for Further Research

This study recommends that future studies shouldsitigate individual social and

economic institutional variables that directly irdhce performance of MSEs (not
investigated in this study) while taking into acnbeontextually different settings of

causation and effectuation as popularized by Sathg(2001), that is resource

constraints, uncertainty and dynamic business enment. The fact that 78.9% of the
variables in the MSEs performance was explainedhieythree independent study
variables in this study still leaves 21.1% unexpddi. In other words, there are other
additional variables within or outside these stutigmes — variables that are
important in explaining MSEs performance that hae¢ been considered in this
study. Therefore further research is recommendexxpiain more of the variables in

the performance of MSEs in livestock sector in NoBastern Kenya, given the

dynamic, multidimensional and complex nature ofegpreneurship.
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APPENDICES
APPENDIX I: RESEARCH QUESTIONNAIRE

PART 1: PERSONAL AND CONTROL DATA

1. Name of Enterprise
2. Name of Respondent
3. Gender of the Respondent  Male [ ] Female [ ]

4, Marital Status Single [ ] Married [ ] Otlsgispecify)

5. Location of the respondent business

Garissa [ ] Wajir [ ] Mandefa] Other specify

6. Which year was this business started? Age of

business
7. The actual present age of entrepreneur .............ccccvvveeiieiniennenan.
8. i) Did you have any work experience before youtsththis business

Yes [ ] No [ ]

i) If yes, please explain...........ccocevviii i i,

9. What category of livestock business are you in......... ceeuweceeeenienennns
Camels|[ ] Cattle [ ] Goats/sheep[ ] Otphkease specify............
More than one category. Please specCify.............ccoovviiiiiiiiinnnnn.
10.  What is your position in the business?
Owner/partner[ ]  Manager [ ] Employed [
11. Do you have an additional occupation? Yes[ ] o N]
12.  What is the legal form of your livestock business?

Sole proprietor/ Family [ ] Partnership[ ] Ltd Company|[ ]

13.Do you operate a Bank Account? Yes [ ] Nq [
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14.Do you have KRA PIN? Yes [ ] No[ ]
15.How many employees does the Dbusiness have includitige

owner?

16.Indicate the extent to which you agree with thiateshent by circling the
appropriate number

Formal education is very useful for livestock besis success

Strongly agree [ ] agree | ] neitlgree nor disagree |
disagree [ ] strongly disagree []

17.  What was the actual start-up cost of the business

Actual Kshs [ ]
Less than Kshs,. 100,000 [ ]
In between Kshs. 100 and 500,000 [ ]

In between Kshs. 500,000 and Kshs. 1,000,000 [ ]

In between Kshs. 1,00,000 and Kshs. 5,000,000 [ ]

Over Kshs. 5,000,000 [ ]

18.  What are the changes in your sales of this yeaorapared to last year?
Decrease in sales [ ] No change in sales 1 [
Slight increase in sales [ ] Huge increaseales [ ]
19. How did you acquire this business?

Founded through own initiative [ ]

Founded through introduction by friend [ ]

Founded through introduction by relative [ ]

Inherited from parents/relatives [ ]

Purchased [ ]
Other SPECIfY ....c.viri e e,

20.  Where are your end customers of your livestoc 300
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Export outside Kenya [ ] Nairobi [ ] Momizak ]
Local in the same county [ ]
OthErS SPECITY e e e e e

21.  What form of accounts do you keep?

Book [ ] Receipts [ ] Others
specify
22. Do you employ a book keeper? Yes|[ ] No [ ]

23. i) Interms of physical assets, what kind of presaido you operate from?
Semi permanent premises [ ]

Permanent premises [ ]

Home [ ]

Rental /leased [ ]

Others place SPECITY......cui i e

24.  i)What kind of transport do you have for the bussf

Motor bike [ ]
Vehicles [ ]
Pushcart [ ]
None [ ]

Other please SPECITY...... o e
25. i)Do you normally use written marketing or busingssn for your livestock
business? Yes|[ ] No [ ]

26. i)Do you have any business link ages, contractssociation with large firms
in the industry such as KMC or Agriculture Finar@erporation of Kenya (AFC)?
Yes|[ ] No [ ]

1) If yes please exXplain?............uuicooemeuiiie s
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PART 2: H. ENTREPRENEURIAL BEHAVIOUR

27. Indicate the extent to which you agree with follogistatement as they relate
to your business by circling the appropriate nundgginst each using the scale given
Key: Strongly disagree [1] Disagree [2] Neitheresgnor Disagree [3] Agree [4]

Strongly agree [5]

The Conditions Scale

28. | | have a lot of confidence in my business abilities

29. | | put much effort in getting information on livestobusiness.

30. | I know and comply with all business regulations

31. | It takes abundance of resources to operate thindsss

Rate the abundance of the following resources dor jivestock business.

The Conditions Scale

112|345

32. | Capital resources are quite plentiful

33. | Skilled employees are quite plentiful

34. | Livestock supplies are plentiful

35. | Credit/ loan availability are plentiful

36. | Helpful social networks within/ outside the counate plentiful
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Please circle the number in each scale that b@sbamates the actual conditions in
it.
Key. Strongly disagree [1] Disagree [2] Neither &gner disagree [3] Agree [4]

Strongly agree [5]

The Conditions Scale
3|4

37. I work more than 10 hours per day

38. I will never give up this business regardless dtifa

39. | greatly plan my next move in this business

40. | take bold and wide ranging act for the business.

41. Majority of livestock business people belong tdeaté&nt ethnic groups.

42. The business receives a lot of support from farmiliypship

43. We engage in very high social capital seeking biehavfor resource
mobilization.

44. We are members of varied groups with strong bontésy

45. | have (owner) network of individuals who | trusb tbring
information/ideas.

46. | attend many diverse business meetings outsigeyahdustry/county.

47. | initiate meetings with people outside of my litesk industry to spark
new ideas or customers

48. | have a large network of contacts with whom | freqtly interact to get
contacts / ideas for new customers or financiaitahp

49, More social networks means better business perfocena

50. | have acquired transport, premises, holding groamdi other necessar
assets for my livestock business.

51. | give the necessary veterinary services to my alsim

52. | perceive this business as the most socially dbkr

53. The future of livestock business is very bright.

54. There is high level of trust as a business pradati¢the sector.
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PART 3: H FORMAL EDUCATION LEVEL & EXPERIENCE

55.  What is your level of formal Education?

0 None

1 Some primary, please specify standard...........................

2 Competed primary school............cooovii i,

3 Some secondary SChool............coooiiiiiii i,

4 completed secondary school..............cccooiii .

5 “A” level

6 College

7 University

8. Duration of entrepreneurship training  Fdrma....... Informal
56.How many years of experience do you have in thisquéar business?............
57.Were your parents or any other of your relativelsviestock business?

Yes [ ] No[ ]
58.1) Do you own any other business not directly o livestock business

Yes [ ] No[ ]

PART 4: Hz. SOCIAL INSTITUTIONS

Please circle the number in each scale that b@sbamates the actual conditions in
it.

59.1 am a member of the following social groups

60. In percentage terms, how much of your businessalosell on credit per
every 12months? EXPlain..........ouii i

61. What percentage of credit sales do default thegesfryour business per 12
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[010] 011 4 YT UP

62. How much of total bad debt do you have in Kshsverg 12 months?.......

63. When we have trade or debt disputes we settledjollowing means

64. How much of total bad debt do you have in Kshs werg 12 months?

65. When we have trade or debt disputes we settledjollowing means

Law courts [ ]
Khadhi courts [ 1]
Informal through community elders [ ]
All the three above apply [ ]
Specify [ ]

PART 5: Hys. ECONOMIC INSTITUTIONS

Please tick ) the number in each scale that best approximatesdtual conditions
in it.
Key: Strongly disagree [1] Agree [2] Neither agree disagree [3] Agree [4]

Strongly Agree [5]

Scale

The Conditions 1(2|3(4]|5

66. | | am a member of a very strong livestock businessdaation.

67. | The economic institutions are dynamic and suppertiv

68. | There is much trust and honour among business caiityrin the sector.

69. | | am a member of financially strong SACCO.

70. | The local banking institutions grant loans to us.

71. | There is strong need for establishing Livestock &eyment Fund.

72. | We get a lot of financial/ non financial suppororr the National
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Government.

73. | We get a lot of financial/ non financial suppororfr the County|

Government.

74. | There are many business failures in this sector.

75. | Itis easy to borrow money from my social friends.

76. | Majority of my customers pay their purchases byhcas

77. | | am satisfied with the size of my livestock busisie

78. | In this business our performance is above average.

79. | The products of different firms are also different.

80. | Options for competition in these businesses areyman

81. | The firms in the industry are price setters.

82. | There are no stiff rivalries within the livestockdiness in the region.

83. | There are many large buyers of livestock within witthout the region.

84. | Many livestock MSEs form alliances / collusionsatthieve economy of

scale.

85. | County / National laws and regulations in the seate very supportive.

86. What was the source of your start —up finances?

. Personal savings [ ]
. Family specify [ ]
. Friends [ ]
. Borrowing [ ]
. Bank Loan [ ]
Other SpecCify.......cccviiii i e

87. On a scale of 1-7 indicate to what extent are tbkowing risk and
constraining factors to your livestock busines$qrerance.
Key: Strongly disagree [1] Disagree [2] Neither agner disagree [3] Agree [4]

Strongly Agree [5]
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ITEM 112345
88. Insecurity
89. Lack of financial capital
90. Lack of market
91. Poor business skills
92. Poor infrastructure e.g. roads
93. Inhibitive legal matters
94. Lack of effective national government support
95. Lack of effective county government support
96. Insecurity of land tenure
97. Lack of family social support
98. Livestock diseases
99. Drought
100. | Others (SPECifyY) ..o vvvvvviii i e

How do you rate the growth and profitability of ydausiness during the past five
years?
Key: Strongly disagree [1] disagree [2] Neither agner disagree [3] Agree [4]

Strongly Agree [5]

No. | The Conditions Scale

101, There has been very high growth in the past fiaag?

102, Profit to sales ratio has been very high, plus 50%

103, There has been very high customer satisfaction

104,| There has been high level of satisfaction amg )

employees.

105, I greatly like everything about my business.

106.| We emphasize long term (over 5 years) goals, dreand

1°4}

strategies for the business.




Focus group discussion items

1. Who are your suppliers of livestock or

ProductS?......cv v

2. What motivated you to start and run this business2....................

3. Please mention five business persons behaviorsder @f importance that

you think affect positively performance of the less. ..................cooiiiiennnn.

4. Also mention five entrepreneurial behaviors in ordéimportance that you

think affect negatively performance of the business...............ccccooveiiii i,

5. What makes livestock business highly satisfyingyfau?...............

6. What makes livestock business very challengingfamsdrating?.................

7. Give specific incidences of success, wins, lossesfailures in this business,

county, inter-county trade and exports.

8. How have you addressed institutional limitations?.............cccoevvvvvvvvivivnnnnnn

9. Any final remarks ...

Thank you very much for your time and contributions
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APPENDIX Il A: TOTAL VARIANCE EXPLAINED
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Compon| Initial Eigenvalues |Extraction Sums of Squar|  Rotation Sums of
ent Loadings Squared Loadings
Total| % of | Cum.| Total | % of | Cum. %|Total| % of |Cum. 9
Variandq % \Variancq Variancg
e

1 9.491 19.77419.77] 9.493 19.771 19.77316.11 12.734 12.734
2 4427 9.22328.999 4.4271 9.22] 28.99943.074 6.409 19.14(
3 2.621 5.47434.461 2.627 5.471 34.46]12.94% 6.134 25.27]
4 2.39] 4.98439.45¢ 2.393 4.984 39.4502.630Q 5.479 30.754
5 2.224 4.63444.084¢ 2.229 4.63 44.0842.503 5.214 35.964
6 2.124 4.43448.520Q 2.124 4.434 48.5202.45] 5.101 41.074
7 1.854 3.86452.384 1.8594 3.869 52.38§2.423 5.049 46.121
8 1.814 3.78456.169 1.814 3.784 56.1692.334¢ 4.867 50.991
9 1.484 3.09459.26] 1.484 3.099 59.26]2.314 4.823 55.814
10 1.281 2.66461.929 1.28] 2.664 61.9291.813 3.779 59.59]
11 1.244 2.59464.524 1.244 2594 64.5241.654 3.45( 63.041
12 1.154 2.40466.93]1 1.154¢ 2.404 66.93311.464 3.05] 66.094
13 1.141 2.37169.309 1.141 2.37] 69.3091.359 2.814 68.911
14 1.034 2.16471.47] 1.034 2.164 71.47]1.2249 2.56] 71.47]
15 .99 2.06€473.53]

16 .974 2.03(75.56]

17 .924 1.93377.50

18 .823 1.71479.211

19 773 1.61(80.821

20 751 1.56482.384

21 .683 1.42483.80

22 .661 1.37785.18f1

23 .613 1.27786.461

24 .567 1.18487.644

25 .530 1.10988.74¢

26 .48 1.01(489.759

27 467  .97490.731

28 420  .87591.60

29 407 .84492.451

30 .399 .82993.28f1

31 373  .77494.059

32 .3571 .74394.801

33 304 .64195.443

34 290 .60396.04]

35 .264  .54996.59¢

36 243 .50497.10

37 221  .46(Q97.56

38 193 .40(Q97.96

39 154 .32998.29

40 144  .30598.591

41 121 .25398.84

42 113 .23699.084




43 101 22499.30¢
m 094 .20199.50¢
45 084 .17499.68;
16 069 .14999.82/
47 069 .13]99.95¢
g 024 044 100'0(§|

Extraction Method: Principal Component Analysis.
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Extraction Methodirféipal Component Analysis.

14 Components extracted
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APPENDIX Il B (SECOND ORDER EXTRACTION) TOTAL VARIA NCE

EXPLAINED
Component Initial Eigenvalues Extraction Sums of Squared Loadings
Total % of Variance | Cumulative % Total % of Variance | Cumulative %

1 9.470 22.023 22.023 9.470 22.023 22.023
2 4.409 10.253] 32.276 4.409 10.253 32.276
3 3.240 7.536 39.811 3.240 7.536 39.811
4 2.523 5.866 45.678 2.523 5.866 45.678
5 2.108 4.901 50.579 2.108 4.901 50.579
6 1.870 4.349 54.928 1.870 4.349 54.928
7 1.611 3.746 58.673 1.611 3.746 58.673
te] 1.449 3.370 62.044 1.449 3.370 62.044
9 1.287 2.994 65.037 1.287 2.994 65.037
10 1.116 2.595 67.633 1.116 2.595 67.633
11 1.094 2.544 70.177| 1.094 2.544 70.177
12 .942 2.190 72.367

13 .921 2.141 74.508

14 .884 2.056 76.564

15 .790 1.837, 78.401

Extraction Method: Principal Component Analysis.
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APPENDIX Ill: FIELD REPORT
Notes on Field Research Methodology Process of tBéudy
Following the approval letter of Board of PostgramuStudies of the University of
Nairobi dated June 12, 2014, for full registratitor the degree of Doctor of
Philosophy in the School of Business, a programnas set out to conduct field
research to undertake interviews and data collectissing semi-structured
guestionnaire in Garissa, Wajir and Mandera CoardieNorth Eastern Kenya. This
field research was conducted in a period of 45 days July 8" to 18" August, 2014
— covering the three counties. The field researab undertaken by the researcher and
at each of three counties assisted by four locadigate research assistants. The field
research started in Garissa County on Saturday,512014 following a strict time
table and ended in Mandera County off A8igust 2014.

In Garissa County, the researcher arrived in Gawissthe evening of Friday'4uly
2014. On the following day, he called an old friemido is also a long time livestock
trader in Garissa (photo in the appendix IX). The foiend named, Mr. Mohamed,
‘PTC’ helped the researcher to contact very impurteetworks of livestock traders,
government officials-both of national governmentl ahe county. On Sunday th& 6
July, the researcher was able to meet 9 key licksraders and by Monday th& fie
was also able to visit the offices and meet offeciaf the ministry of Agriculture,
Livestock and Fisheries and introduce himself armdrbason for being in Garissa
County for the week beginning od"Zuly 2014. The researcher got four local
graduates research assistants with the help oflya dfficial with a local SACCO
called COFI SACCO Society Ltd. COFI stands for Camity Owned Financial

Initiative and is mainly assisted by USAID.

Community Owned Financial Initiative, Savings andedit Cooperative or
Organization Society Limited (COFI SACCO Ltd) wasgistered in 2005 under
Kenya’'s cooperative societies Act of 2004. COFI AL Society Ltd has a board of
Directors of seven, four men and three women. Tifeebrs are also members of the
SACCO. COFI SACCO has branches in a number of atbenties and these include
the counties of Wajir and Mandera. USAID helped 8®&CCO with grant of a

revolving fund paid for their offices in Garissgarl, Wajir, and Mandera and others
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and the SACCO furniture, computers and employedtliem the staff since May
2012. There was a general agreement between thé &AFCO and the USAID that
USAID will sponsor to pay for the operational costshe SACCO for fixed period of
3 years and thereafter they will re-evaluate theagress and viability with the aim of
ensuring the COFI SACCO becomes financially indeleab and strong. As on
Thursday 9th July 2014, COFI had 780 individual rhers in Garissa County and 40
group members. The cooperative has (Imarika na QWiftigo) products available
exclusively to micro, small and medium-sized entegs (MSMES). “These loans as
financial capital are used to improve the MSME'sf@enance and contribute to its
economic growth in terms of products /services,keiaextension and job creation.”
Loans are repayable from 12 to 36 months depermhniipe credit type. The work of
Cofi SACCO was well coordinated with those of thenigtry of Livestock and
another government support association called Gountstock Marketing Council

of Kenya.

Garissa County Livestock Marketing Council is arteesion of Kenya Livestock
Marketing Council (KLMC) which is a private sectoon-profit making NGO
established in 2000. KLMC is an umbrella organamatifor livestock traders,
producers, user association and other interestdcltsdlders in arid and semi-arid
areas of Kenya. KLMC has offices in Nairobi andioegl offices in what they
describe as ‘the four axis — Northern, North westé&torth Eastern and Southern’.
The National Ministry of Livestock Development givethe county livestock
marketing councils offices spaces and other asgistain their premises in the county
headquarters. Therefore at Garissa on Wedne<8idyly, 2014 was a market day for
livestock — camels and cattle. Goats and Sheep havepecific market-days. The
four categories of livestock traded at these regest county markets are cattle,
camels, sheep, goats and donkeys. The livestockategorised as male, female and
either mature, middle or young. On that d&yJuly 2014, the prices were averaging
about Ksh 65,000 for camels, Ksh 30,000 for cakkh 6,500 for sheep, Ksh 6,500
for goats and Ksh 14,000 for donkeys.

During the following three days"8- 11" July 2014, | had intensive discussion with
my four research assistants on how best to gebnelgmts to fill the questionnaires

and also visited the county government livestodkce$, some farms along River
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Tana and the local abattoirs. The officers of Garisivestock marketing council
informed us that they had 145 small and micro livels enterprises registered with
them. The officers of the Ministry of Livestock,etfCounty officials, the revenue
clerks and even the officials of COFI SACCO allesgt that the figures given by the
livestock marketing council chairman and secretaeye fairly accurate. | therefore
used this figure of 145 MSMEs as the populatiothef study. This study was using
the census method. | therefore decided that togethin my four assistants, to
approach the owners of these 145 MSEs individudllglso had a focus group
discussion with five officials of the county livesk marketing councils, four MSEs
owners and two officials each from the Ministrytbé livestock at the County levels,
COFI SACCO and of the Garissa County Governmehtotllling to 13 persons.

| stayed in Garissa from 5th July to Monday 14tly A014. We were able to get 28
MSEs in those 9 days. | then left for Wajir Countiyere | stayed from Thursday™7
July to Saturday 26th July 2014. While | was in Whpasked my research assistants
in Garissa to continue with the data collectioncess and by i’SAugust 2014, they
were able to get the responses of additional 42 M8&ners, all adding to 79
respondents, out of 145 MSEs a response rate ped8ent. The research assistants
did a great job and we were all supported by tloallteaders in all sectors who were
always very cooperative after having being satisfie¢h our noble academic purpose

and seen our letters from the University of Nairodmcerning the research.

However, the Data collection process was not witlehallenges in Garissa. When
we went to the market on thé" Bf July, which was a market day, it was easily
noticeable that the activities were a lot supprésdene number of trucks from
Nairobi and other places to pick cattle, goats stmeep were relatively few, about 15.
Normally we were told at a peak time some 38 trusksild be there. Additionally
about 1,200 cattle were brought to the market ahdhy while on average the market
handles about 3,500 - 5,300 heads of cattle pekehalay during good times. In a
personal communication, the chairman of GarissanGoluvestock Council informed
that smallholders livestock producer's account 8@ percent of beef cattle, 97
percent of goats, 92 percent of sheep and 100 meofecamels. There were only
handful of goats, sheep, and very few camels. mMheket is composed of a large

enclosure divided into sections: one section fatlegawith loading ramps, water bay
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and places for offloading grass. Sections of thepfgewho trade in livestock feeds
bring in donkeys with loads of grass and sell ® lilestock traders, another section
for goats, sheep and another for camels. Theralsmenumerous kiosks to support the
market day. This suggests that there are muligglers of traders who depend on the
livestock market for their livelihood. Traders gaa number of reasons for what
appeared to be “a poor livestock business moniffiey said the first problem was
poor demand for livestock products from the endsocomer markets in Nairobi and
Mombasa. If the demand was low in the end markeéts,prices were down and

supply would be suppressed.

The second was insecurity. During the months oeJdaly, August 2014, there was
curfew in Garissa County and there was general bemause of the threats and
incidences of Al Shabab-related terrorist attacks] the issue of Kenya’s Defences
Forces in Somalia. This state of general insecuwdy dampened the livestock trade
activities. Often livestock supply into Kenya wasrang from Jubaland in Somalia.
However, the insecurity and the conflicts that wengoing in the region, was badly
affecting the livestock sector, thus the perforneaoicthe MSEs was below average in
the month July, August, 2014. The traders alskethbf the negative effects of the
climate. There was general failure of the expectadfall and this impacted on the
quality of the animals and their prices. There wafeeling that poor rainfall was
being expected until November 2014.

Having left behind my four local research assigant Garissa County to continue
with the data collection, | proceeded to Wajir Cguand began work there from 17th
July to 26 July 2014. In Wajir my contact persorsvaalady who worked with Wajir
livestock marketing council. The lady worked witietMinistry of Agriculture and
Livestock for about 12 years before leaving andabegunning her small textile
business. She was now working also with the locatdtock Marketing Council and
kept their records both in hard copies and in caerplard disc. | was able to get four
graduate research assistants. With the help ofaniact lady and research assistants,
in those 9 days from 7July to 26 July 2014, | was able to meet and disany
research objectives and other related issues hatlkey players in the livestock sector
in Wajir County. They call Wajir “Camel Capital #fenya” because of having the

largest population of camels in the country, ab@@®,000 herds of camels, almost
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coming to 0.9 per person in Wajir County with a plagion of about 640,000

(Population census 2010).

The key people we interviewed and had detailedudsions included one member of
County Assembly of Wajir (MCA) who was very focal tivestock policies, markets
and issues in the county, the Executive Officeuttp Cabinet Member) in charge of
Agriculture and livestock dockets and his chiefiadf, four long time livestock
traders, the chairman and the secretary of Wajingolivestock marketing council
and the manager of COFI SACCO, Wajir branch. Asehaod of pilot pretesting
method of the questionnaire, we requested for aigjpmeeting with eight traders in a
seminar room in a local hotel. Here | introducethim the purpose of the study after
they had some refreshment. The meeting lastedverhfours. With the help of my

assistants, eight of the livestock traders filleel questionnaires.

The guestionnaires were translated to them indbal language and they cooperated
very well. There was little misunderstanding of thaestionnaire by the eight
respondents. They asked as was in Garissa and\isethera, “since we do not have
time to spare from our businesses, will you pay lHe% will helping you fill your
guestionnaires help us or benefit us?” This wasaadsard question by the MSEs

owners.

We explained to them that this was a University desaic project, which would

benefit the livestock sector in the long and medterm. That in fact their time was
valuable and their contribution to this study. Tiavas difficult to compensate them
for their time and ideas and that the researcher lsis team would be most
appreciative for their contributions. They agreedparticipate in the interviews. In
Wajir, there was incidents of insecurity relatedhwAl-Shabab, bomb blasts and
inter-clan conflicts which heavily affected the plypand trade of livestock in the
county. This insecurity and clan conflict was exlieg to Mandera County. The
climate was also causing concern as the livestaakets were expecting long-term
drought from July 2014 to November/December 2014he December rains were
also to fail. The prices of livestock in Wajir Cdayrwere also similar to those of
Garissa County. However, the weekly sales of In@stin both Mandera and Wajir

counties were comparatively lower than those ofigsar Garissa was better supplied
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with livestock and was strategically linked to Mdir, Mombasa and External markets
in the Middle East. The chairman and secretary ajilivestock Marketing Council

informed us in their records there were 78 curreetmbers who were registered as
micro and small business (see sample of nameseimppendices). Just like in the
cases of Garissa County, | asked my research assisto proceed with the data
process of data collection and by 18th August 2(0béy were able to obtain

responses from a total of 58 MSEs owners. Out oMBES, a response rate of 74
percent. My research assistants did an admiralbleaju received good supportive
from all the stakeholders. | proceeded to MandeoanB/ where | started from

Tuesday July 2014 to August 18, 2014 to completedtita collection exercise. | was
in Mandera County for three weeks. Three entrepnesgp challenges facing MSEs
in the livestock sector in Wajir County that wereduently cited were, first high

capital input and very few marketing groups in #extor, second high taxation
accruing from the County government numerous reguis and many other charges
including transportation, veterinary licence, nigfavel ban and other related hidden
charges. Thirdly, inadequate start-up capital feedtock businesses, and lack of

incentives.

During our stay in Mandera County from July"2® August 18 2014, | and my four
local graduate research assistants were helpedbsnber of key people as were both
cases in Garissa and Wajir counties. First, | getdontact of local MCA who was
very conversant with the livestock trade, distnbatand population of livestock and
challenges facing the sector. We met the MCA off 3aly 2014 and he also
introduced us to the county Executive Officer ansl ¢thief officer who were in-
charge of the Agriculture and livestock docket le tcounty. They gave us some
important secondary and personal communicatioiciwivas important to the study.
We attended the livestock market day on WednesdyJaly and again on"6
August 2014. The prices were about the same asiw&arissa and Wajir. However,
the mature male camels were going for Kshs 89,00@jker than those of Garissa
and Wajir. We were told that supply was limited &gse of the clan conflicts that was
in progress in larger parts of the county and that majority of livestock owners
moved across into Ethiopia side of the boarderstdety with their livestock. Thus
there was shortage of camels, cattle, goats arepshehe livestock market. The Al-

Shabab related insecurity was also affecting suapti/the performance of the MSEs.
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“The business was very down in June, July and Augng the future was not bright”

traders said appearing unhappy.

We met with the chairman and secretary of Mandemanty livestock marketing
council, Equity Bank Manager, in Mandera who wansif@ar with the performance of
the MSEs, the manager of COFlI SACCO in Manderagféiner of the Ministry of
Agriculture and livestock of the National and fiyabwner managers of MSEs. These
officials cited seven challenges facing MSEs in liliestock sector. These are, one,
lack of marketing facilities, two drought, threeeduent diseases, outbreak and
guarantine conditions due to nonexistent veterirsanyices, four, lack of slaughter
houses that meet international standards, five istéinse rather than commercial
oriented marketing and production and, six lackstdte support, no marketing
policies, no breeding trade improvement, no lamdite and, seven theft and conflicts.
As an example traders informed us that just in Juljigust some 850 camels were
stolen worth about Ksh 85 million from one sectiohthe local community and
moved into Ethiopia. This was creating supply peais for the traders in Kenya

Wajir, and Garissa.

The officials of Mandera Livestock Marketing Coungave us a list of the MSEs
registered with them (a sample of the list is ia #ppendix IV) and said the current
list as at 38 July 2014, had 82 MSE members. | and my fouraeseassistants
approach the owners of these MSEs individually sowetimes in a group of four to
five. From 30" July 2014 to 18 August, we were able to get the positive respafse
63 out of 82, making a response rate of 77 pertenbtal the population of MSEs in
Garissa, Wajir and Mandera was 305 and we gotdsgonse of 191, a response rate

of 63 percent (see preliminary survey report). fidgponse rate was encouraging.

The challenges experienced during the 45 daystaf ddlection period was, first the
huge size of the area, Garissa, Wajir and Mandemna¢ 130,000 square kilometres).
| went to Wajir and Mandera by air and to Garisgadad. | flew from Mandera to
Nairobi on 18" August, 2014 by air. The air ticket, one way washK1,000. The
other challenge is the technical nature of the tjp@saires and making them simple
without losing the objectives and “sophisticatioh the study at a PhD level”.

Therefore time and finance were pressing, fact@sdes insecurity in the region
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from terrorism related fears. Majority of the tregldack even primary level of
education and thus it is not easy for them to apate the purpose of research. They

always ask” how will this benefit us?”

In conclusion, therefore, the empirical data of thiiudy is composed of the face-to-
face interviews with 191 livestock MSEs in the Buack sector in North Eastern
Kenya conducted in July /August 2014 — in Garisé&jir and Mandera. Pilot
interviews with 8 MSEs was done, in each of the¢htounties few days before the
main interviews. Wide consultation was also undemawith key players to have a
feeling for their situations and opinions. The stweas census design and response
was 63 percent out of 305 MSEs. Census design elasted because this method
had more advantages over sampling survey desigimeasISEs were not very many
and their turn-over was high in terms of failureeea Sample surveys have advantages
of economy and conveniences. Nevertheless, sampleys have disadvantages such
as interview bias, selection bias and advance ts@heclhe census survey has more
advantages over survey sample if the populatiomoisvery large. It is for this reason
that this study opted for census and not samplingey design, which even has
elements of “stratification arbitrariness.” Popidatdesign approach further has the
additional benefit of making follow-up interviews many circumstances unnecessary
(Saunders, et al. 2008).

COFT SACGO
. 20cieTy L2
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Follow-upfield study interview was done in threeapbs from 21 September 2014 to
10" October 2014 for the MSEs operating in Garissat fihase, from®iNovember
to 17" November 2014 for those located in Wajir Countysesond phase and from
2" January to 20 January 2015 for those in Mandera County as tid #nd final
phase. The follow-up work covered a period of B§sdan average of 19 days per
County. The cost of the field per phase was abatit 218,000, all adding to about
654,000/= for the three phases combined. The eests covering stipends for four
research assistants, a participant incentivesyisgcstationery, transport hires, field,
food, accommodation and contingencies. Greatdrgbdhe cost of the field follow-
up work was graciously paid by friends who appreddighly the value of the study.
On January 28 2015 the researcher completed the final phasieeofollow-up work

in Mandera County and on that day arrived in Naifolom Mandera by air. While in
Mandera on 18 January, 2015 the researcher felt ill with sevétaaria “Degu
Fever” and when he arrived in Nairobi on™@anuary, 2015 he was hospitalized in
Nairobi West Hospital for a period of one week LB#" January, 2015. The doctors
advised him to rest, take painkillers and a lotvater for the following three weeks
until 21%' February 2015. Issues of health, security, lorsjadice and climate are
matters which researchers have to consider whenitibend to undertake a study of

this scale and scope.
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APPENDIX IV: LIVESTOCK MARKET NETWORK:

Primary, secondary and terminal markets
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APPENDIX V: LIST OF MSES

Hassan Mchamed Dawane Garissa 26.07.11
Yussuf Warsame Gelle Garissa 01.08.11
Fathadha Noor Yussuf Garissa 01.08.11
Mogai Farah Elmoge Garissa 01.08.11
Saadia Abdullahi Maigag Garissa 01.08.11
Abdisalan Abdullahi Maigag Garissa 01.08.11
Deyman Abdullahi Noor Garissa 04.08.11
Abshiro Mohamed Garissa 04.08.11
Farhiya Yussuf Abdullahi Garissa 05.08.11
Haretha Hassan Ibrahim Garissa 08.08.11
Habiba Hassan Ibrahim Garissa 08.08.11
Habiba Abdi Ahmed Garissa 08.08.11
Halima Abdi Ahmed Garissa 08.08.11
Kamila Mohamed Adert Garissa 10.08.11
Habiba Daghan Mohamed Garissa 10.08.11
Nasri Mohamed Dore Garissa 10.08.11
Halima Dhoba Mohamed Garissa 10.08.11
Habiba Garad Dagane Garissa 10.08.11
Fatuma Yale Mohamed Garissa 10.08.11
Suldano Bulle Abdi Garissa 10.08.11
Dahabo Ahmed Jimale Garissa 10.08.11
Jelle Yussuf Garane Balambala 17.10.11
Ali Abush Horor Balambala 17.10.11
Mohamed Hassan Omar Balambala 17.10.11
Aden Hassan Mumin Balambala 17.10.11
Mohamed Abdi Abdullahi . Balambala 17.10.11
Abdullahi Ahmed Issack Balambala 17.10.11
Mohamed Shale Mumin Balambala 17.10.11
Zeinah Yarrow Aress Balambala 17.10.11
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Koran Sheikh Abdi Balambala 17.10.11
Siyad Abdullahi Ahmed Balambala 17.10.11
Hassan Mohamed Korane Balambala 17.10.11
Abdulahi Abdi Sheikh Balambala 17.10.11
Osman Sugow Aden Balambala 17.10.11

05.12.11

Adan Dekow Dahir
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Dathal Group Water Pan Welmarer Corporate |Reg 04.01. 1 8670
Garissa Ndogo Camel Self Help Group Township ' Renewal 05.01.11 8671
Gaff Farmers Self Help Group Raya Reg 11.01.11 8672
Bulla Riig Nyirinyiri Women Group Bulla Riig Reg 21.01.11 5673
Garissa Livestock Marketing Association Waberi Renewal 24.01.11 8674
Garissa Camel Milk Mini Diary Township  |Milk Vendors Renewal 25.01.11 8675
White Eagles Football Club Township " Reg 2501.11 8676
Warsan Women Group Shimbirey Reg 26.01.11 8677
Northern Livestock Trading Development Bula Argi Reg 26.01.11 8678
Egan Women Group Central ! Reg 26.01.11 8679
Kalson Livestock Women Group Waberi Renewal 27.01.11 8680
Bulla Riig Solidarity Women Group BullaRiig  |L/ Marketing " Renewal | 27.01.11 8681
Ayan Women Group Waberi Nyirinyiri " Reg 28.01.11 8682
Damaka Livestock Marketing Group Bura Corporate |Renewal 31.01.11 8683
Kamuthey Livestock Women Group Waberi " Renewal 31.01.11 8684
Dujis Market Women Group Township Renewal 31.01.11 8685
Gubis Youth Group Fafi- Bura Renewal 31.01.11 8686
Iglas Youth Group Modogashe " Reg 01.02 11 8687
Saretho Women Group Waberi Renewal 01.02.11 8688
Abdisamad Women Group Township Reg 01.02.11 8689
Waberi Small Livestock Self Help Waberi L/Marketing " Renewal | 02.02.11 8690
Dela Women Group Township ! Reg 02.02.11 8691
Jilarba Women Group ! Reg 02.02.11 8692
Bulla Riig Young livestock Bulla Riig Corporate |Renewal 03.02.11 8693
Hormarr Women Group Corporate |Reg 03.02.11 8694
Sankuri Community Dev. Org Sankuri Corporate |Reg 07.02.11 8695
Hanis Women Group Township Reg 07.02.11 8696
Sankuri Community Development Sankuri ! Reg 08.02.11 8697
Ashun Youth Group ! Reg 08.02.11 8698
Bismillahi Rahmani Women Group ! Reg 10.02.11 8699
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Jamia Muslim Women Group Township Reg 11.02.11 8700
Kora Hilaac Milk Women Group Korakora Renewal 11.02.11 9780
Goboi Community Pastoral Association Reg 14.02.11 9710
Sankuri Halgan Group Sankuri Reg 14.02.11 9711
Garissa Bilan Women Group Bulla Iftin Reg 14.02.11 9712
Horiwaa Self Help Group Reg 14.02.11 9713
Hagarbul Women Group Township Renewal 15.02.11 9714
Danyere Youth Alliance Danyere Corporate |Reg 16.02.11 9717
Sigley Women Group Sigley Corporate |Reg 16.02.11 9722
Mudey Livestock Marketing Group Sigley Corporate |Renewal 18.02.11 9727
Manshaallah Group Bula Gadud Corporate |Reg 17.03.11 9750
Modika Wanaume Self Help Group Modika ! Reg 24.03.11 9751
Furaha Self Help Group Corporate |Reg 25.03.11 9753
Bilif Women Group Township Corporate |Reg 28.03.11 9754
Al- Hilal Women Group Corporate |Reg 30.03.11 9755
Bayan Self Help Group ! Reg A 9756
Hantiwathag Self Help Group Township Reg 03.04.11 9781
Bismillahi Maalimin Youth Group Reg 04.04.11 9757
[ftin Community Development Corporate |Reg 14.04.11 9759
Bouralgy Al-Ansar Women Bouralgy ¥ Reg 15.04.11 9760
Bula Gadud Gargar Women Bulla Gadud Reg 21.04.11 9761
Allah Qabe Women Group Reg 21.04.11 9762
Bula Jaribu Women Group Bulla Jaribu Corporate [Reg 06.05.11 9767
Sankuri Livestock Marketing Sankuri ! Reg 06.05.11 9768
Salaam Youth Group Township Corporate |Reg 10.05.11 7187
Furaha Youth Group Galbet ' Reg 10.05.11 7122
Naam Farmers Group Corporate |Reg B 7123
Balambala Hodhan Women Group Corporate |Reg 10.06.11 7125
Baare Women Group ! Reg 10.06.11 7126
Balambala Sigaley Self Help Group Reg 10.06.11 7127
Gargar Two Women Group Garissa-Iftin Reg 10.06.11 9771
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Kasha women Peace Self Help group Corporate |Reg 13.06.11 7130
Danyere Women Group Danyere Corporate |Renewal 16.06.11 9772
Garissa Hides & Skins Society Township " Reg 17.06.11 9773
Kotrahma Women Group Corporate |Reg 27.06.11 9783
Alkheirat Youth Group Bulla Adan Corporate |Registratio] 16.07.11 7181
Star Bulla Riig Self Help Group Corporate |Reg 29.07.11 7147
Usafi Women Group Corporate |Reg 04.08.11 7154
Asali Women Group Garissa ! Renewal 05.08.11 7158
Kokar Youth Group Bones Corporate |Reg 10.08.11 7166
Dagale Gargar Women Group Damajaley  |L/Marketing |Corporate [Renewal 10.08.11 7168
Kulan Towfiq Livestock Product Kulan L/Marketing ! Renewal 10.08.11 7169
Hormud Galmagala Group Galmagala  |L/Marketing Renewal 18.08.11 7170
Balambala Halgan Youth Group Balambala  |L/Marketing ! Reg 18.08.11 7171
Balambala Holwathag Women Group Balamabala |L/Marketing ! Reg 18.08.11 7172
Ashadin Women Group Balamabala |L/Marketing ! Reg 18.08.11 7173
Libahlow Holwathag Farm Group Libahlow L/Marketing ! Reg 22.08.11 7177
Garissa Women Initiative For Self Employment Waberi L/Marketing " Reg 22.08.11 7178
Alloley Farmers Group i Reg 23.08.11 7179
Salaam Youth Group Corporate |Reg 29.08.11 7187
Rahma Garasweynow Women Group Iftin Corporate |Reg 05.12.11 7193
Bula Sambul Towfiq Women Group ) Renewal 05.12.11 7194
Dayaah Women Group ! Renewal 19.12.11 7195
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DISTRICT LIVESTOCK MARKETING COUNCIL(DLMC)-MANDERA
P.O BOX 77-70300 MANDERA.
As per records held by this oftfice the following are some of the livestock
traders in Mandera county.

No. Name ot Traders

1.

.t— g» )

th

9,

10.
i,

12

—

13.

14.

15

16.
17.
18.
19.
20.

21.

vt

Mandera Butchermen Association
Korile hivestock traders association
Mulkey self help group

Hig

Ashabito livestock marketing association

4dya Hareri self help group

Liban livestock traders association
Mado livestock Development association
Wargadud Butchery group

Malkameri livestock marketing development
group

Galore livestock traders association
Mandera camel dealers association

Mandera cattle traders association

Mandera main market cattle dealers

Bulla mpya livestock marketing group

Fino shoats dealers group

Barqgot livestock marketing group

Qumbiso stock and products dealers
Khalalio hides and skins dealers
Banisa live stock marketing association
Bismillahi traders

Warankara livestock products development group
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‘Business

butchery

Cattle and goats

shoats
Livestock products

Camel. shoats and
cattle

products

Cattle and goats

butchery

camel

Goats and sheep

camel

cattle

Cammel and cattle

goats

shoats

cattle

Goats and sheep

Hides and skins

Camel and goats

Goats and sheeps

Livestock products



22. Guba livestock traders group camel

23. Allahwakil women group Livestock products
24. Neboi tawakal group Livestock products
25. Gurdus livestock traders association Shoats and cattle
26. Umur livestock marketing association cattle

27. Mandcra milk traders and meat traders Milk and meat

28. Oda traders Goats/sheeps

29. Gadidiye livestock and products dealers shoats

30. Bosnia camel dealers association . camel
Ibrahim M Al

Programme co-ordinator
District livestock Marketing Council-Mandera
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APPENDIX Vl(a): UNIVERSITY OF NAIROBI LETTER

UNIVERSITY OF NAIROBI
COLLEGE OF HUMANITIES AND SOCIAL SCIENCES

SCHOOL OF BUSINESS
DOCTORAL STUDIES PROGRAMME

Telephone: 4184160/1-5 Ext. 225 P.0. Box 30197
Email: dsp@uonbi.ac ke . Nairobi, Kenya
~June ; 2014

RE- BILLOW KHALID: D80/80562/2009

T8es is to certify that, BILLOW KHALID:D30/80562/2009 is a Ph.D candidate in the
School of Business, University of Nairobi. The title of his study is:

“Entrepreneur Behaviour, Social and Econonic Institutions and Performance of
Micro and Small Livestock Enterprises in North Eastern Kenya”,

The purpose of this letter therefore, is to kindly request you to assist and facilitate in
carrying out the research/study in your organization. A questionnaire is herewith attached
for your kind consideration and necessary action.

Dats and information obtained through this exercise will be used for academic purposes
“niy. Hence, the respondents are requested not to indicate their names anywhere on the
questionnaire.

FOR: ASSQCIATE DEAN w5
GRADUATBRUSINESS sseDirs

S

Clewk
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APPENDIX VI(b): LETTER OF INTRODUCTION

Dear Respondent,

| am doctoral student at the University of Nairddchool of Business. My study is on
“Entrepreneurial Behaviour, Social and EconomictitaBons and Performance of
Micro and Small Livestock Enterprises in North EastKenya”.

Your business is one of the enterprises | havectldor this research. The value of
this study is enormous for both the advancemeiknofvledge in livestock business
such as yours and formulating policies that woualthe long run help the sector.

| would therefore be most grateful for your timedaffort to complete the enclosed
guestionnaire. Be assured that the informationectdld will be used for academic
purposes only and will have no way affect your bass in a negative manner.

Your help and cooperation are highly appreciated.

Yours faithfully,

BILLOW KHALID

THE PRINCIPAL RESEARCHER
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APPENDIX VII: FRAMEWORK FOR ENCOURAGING

ENTREPRENEURSHIP IN THE KENYAN COUNTIES

Do county
population have
propensity to become
entrepreneurs?

No

Institutions, policies / programs
that address cultural or
behavioural issues (e.g. secondaly
education and MSES training an
human capital issues

Do county population
have the knowledge,
skills associated with

No

entrepreneurship and
financial capital?

Institutions, policies / programs
that prepare county residents to Be
entrepreneurs (e.g. adult training‘
and social networks, financial
access

Are MSEs in the
countiessucceeding ¢
entrepreneurs and fir

performance?

Yds

NU

Policies, programs that suppor
business growth (e.g. financial
assistance forming SACCO,
providing marketing
information and training

An entrepreneurial economy,
County high performing firms,
job creation, national growing
economy
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Source: Adopted from Jay Kayne, Kauffman Center for Eptemeurial Leadership, 2000
(online.www.AfricaEconomicAnalysis.org)



APPENDIX VIII: LIVESTOCK POPULATION DISTRIBUTION

BY REGIONS IN KENYA

SNo. | Region Total Percentage
Camels | % of| Cattle % of | Goats and| % of
total total sheep total
1 Rift 968,192, 32.6| 7,479,807, 42.8| 20,829,901 46.4| 29,277,900 44.8
valley
2 North | 1,700,893 57.2|2,775,208 15.9|12,150,741 27.1| 16,626,842 25.5
Eastern
3 Eastern 248,63 8.4| 2,260,161 12.9| 6,619,955 14.8| 9,128,750 13.9
4 Cost 51,045 1.7| 959,965 55| 2,038,167| 4.5| 3,049,177 4.7
5 Central 231 0.008| 1,125,905 6.4| 1,195,446| 2.7| 2,321,582 3.6
6 Western 2037| 0.07]1,063,5120 6.1 497,671 1.1| 1,563,220 2.39
7 Nyanza 59 0.001| 1,748,670 10.0| 1,456,324 3.3| 3,205,053 4.9
8 Nairobi 20 0 54,546 0.31 81,554 0.2 136,120 0.20
Total 2,971,111 100% | 1,746,774 100% | 44,869,759 100% | 65,308,644 100%

Source: Gok Livestock Census (2010)
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APPENDIX IX: MARKET DAY IN GARISSA

Researcher, Khalid with one of the livestock trad®&r. Mohammed at Garissa livestock
traders on % June 2014
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APPENDIX X: MARKET DAY AT GARISSA LOADING CATTLE

=
D

Figure 2: Garissa livestock market, some cattladg#aded onto a truck from Nairobi ofi 4

June 2014. Photo by Researcher.
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APPENDIX XI: ETHIOPIAN LIVESTOCK BUYERS

Livestock Export 2014 US$ 150 Million:

Source FAO Data Online
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APPENDIX XlI: SOMALILAND LIVESTOCK EXPORTERS

Source: FAO Data 2014 online

Camels being exported from the port of Hargeiséirfe) Somaliland, 2003. Most of
the camels come from the neighbouring regions diolyNorthern Kenya and

Ethiopia Livestock Export Somalia 2014, US$ 360liomil
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