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ABSTRACT 

Small-Seal cnkrpris s \l ithin Nairobi Central District have witnessed dramatic changes as a 

result of Bus in-.·· 'lu · t~.;;ring. This has impacted significantly on the state of competition. 

F r cntcrpri to urvive this stiff competition, it has been necessary to develop competitive 

trategie to enable them achieve a competitive advantage over their competitors. 

This study sought to establish and document the various competitive strategies being adapted 

by small-scale enterprises to compete effectively. The study also sought to establish factors 

that determine the competitiveness of enterprises within business clusters. The study focused 

on 40 small-scale enterprises that had been sampled; only 30 responded positively to the 

study. 

Data was collected through questionnaire method. Questionnaires were administered 

through personal interview and drop and pick method. Drop and pick method was used 

where target respondents were not easily available in their outlets. On one hand 

differentiation strategy was apparent with enterprises located within the city center while 

tho e located on town peripheries had deliberate attempts to adapt cost leadership strategy. 

r m the analy is it wa establi hed that mall- cale enterpri e us d generic trategie t 

m extent in an attempt to gain c mp titi ad antage. t leader hip trat g had a 

m n rl: of 2.8 , differl:ntiati n had 2. whil u . tratcg h d a m f -.52. 

'· 



The standard deviations for these strategies did not vary significantly. It shows that these 

strategies were uniform} u d by mo t enterprises within clusters. 

There arc s' ·rul fa t r determining the competitiveness of enterprises within Nairobi 

central bu ·in· ·· di trict. Research findings on one hand showed that the major determinants 

of comp ~titi ene s were offering variety of products which had a mean score of 1.87, 

en uring high quality had a mean score of 1.83, strategic location had a mean score of 1.50, 

offering discounts and the ability and skills of the enterprise owner. Small scale enterprises 

should also use other strategies to remain competitive like bench marking, training staff in 

customer care and carrying out continuous research to keep pace with the ever changing 

customer preferences. 



CHAPTER ONE: INTRODUCTION 

1.1 Background 

Changes in the e ·temal ;mvironment 

, incc th' intr du tion f liberalization in Kenya (GOK, 1986) firms in almost all sectors of 

lh' ec nom are faced with competition. Liberalization primarily involves a movement 

toward le control of factor . markets, financial markets and commodity markets. 

Liberalization has led to stiff competition in many sectors of the economy and this has made 

firms to change their strategies in order to survive. 

By the end of 1994, most sectors of the economy had been opened up to the market forces 

and the government had liberalized the domestic market. These changes in the external 

environment had both positive and negative implications on the existing organizations. 

(GOK, National Development paper, 1997) Firms are environment dependent and changes in 

the environment shape the opportunities and challenges facing them. This understanding is 

important in defining the firm's objectives and developing competitive strategy that will 

ultimately result in competitive advantage (Theuri, 2003). 

,/ 

trategy is the management's game plan for the business. Competitive strategy is the part of 

the busine s strategy that deals with the managements plan for competing ucce fully-how 

t build u tainable competiti e ad antage, how to outmaneuver rival , h w t defend 

again t c mpetitivc pre urc and h w to trength n a firm' market p iti n ( h mp n and 

trickland 1 9 . I·urth r chan c in the n m rc ult d fr m th infam u stru tural 



adjustment programs that involved among other issues the civil servtce restructuring 

programs and the liberalization of the economy. These developments led to retrenchment in 

both private and publi . t r . (National development plan, 1996). In an effort to find 

altcrnativ m n , r li dihood most retrenched people moved to micro and small-scale 

cntcrpris ' d ' 'I pment. 

Refom1 process led to stiff competition in key sectors of the economy. Competition became 

intense after liberalization as firms struggled for the created opportunities (GOK, 1992). This 

competition meant that players had to formulate competitive strategies that would 

differentiate them from the rest of the industry. Therefore only firms that are capable of 

formulating and implementing effective competitive strategies will be able to survive, remain 

profitable and achieve a level of growth. 

As a result of changes in the external environment mentioned above, small-scale enterprises 

operating in Nairobi have witnessed tremendous changes that have affected the state of 

competition. Emergence of business clusters and the introduction of exhibition halls in 

Nairobi have heightened the state of competition. Churchill (1991) states that clustering is 

assigning objects to groups in order to have as much similarity within groups as possible. 

Business clustering is grouping business ventures a specific geographic location. He further 

tated that an exhibition hall is a public di play (of works, manufactured article , natural 

pr duct ... ) and it' al o a place where the di play i made. nterpri e in bu ine clu te 

h e be n fore d t adapt ari us trategie in rder t urvi e th mp titi n. 



Over the past six years exhibition halls business have stirred a latent but now thriving small

scale business. Mulhern (1 95) states that the size of the business may be defined in terms of 

the number of employ , th turnover or the capital invested in the business. However, in 

Kenya th mo 1 1 c ' t d mod' of definition is based on the number of employees. Different 

scholars hu fr nt ·d different definitions of micro and small-scale enterprises. They vary 

with c untrie ' and the economic sector under consideration. 

Using employees as the basis of definition, Mulhern (1995) defines a micro enterprise as that 

which employs 0-9 employees, small enterprise 10-99 employees, medium enterprise 100-

499 employees and large enterprise more than 499 employees. The government of Kenya 

defmes a small business as one employing 0-50 employees (GOK, 1988). A small business is 

one that is actively managed by its owner(s), highly personalized, largely local in its area of 

operation and largely dependent on internal sources of capital to finance its growth 

(Banmback, 1988). 

Micro and small-scale enterprises play a significant role in a country's economic 

development. Kenya has recognized the role played by small-scale enterprises development. 

Over the years it has put in place various policy papers that underscored this role. They 

include, the 1974-1979-development plan, the 1984-1988-development plan, sessional paper 

o. 8 of 1986, the sixth development plan and the development of micro finance bill. Thi 

ect r has been recognized for creating job opportunities, promoting national producti ity, 

c. ·panding nati nal trade pr iding material fl r ther indu trie and upplying g d and 

rvic at rc s nabl price . 



Small scale enterprise op rating m business clusters are faced with vartous market 

challenges. They create th" nc d for small firms to use strategies in order to survive. 

Davidson t at (I 84 ar u that competition remain one of the major challenges facing 

small-s · tl • ·nt •rpri ·.. which are basically retail outlets. Kotler (1999) defines retailing as 

in ·luding all the acti ities involved in selling goods and services to the fmal consumer. 

Da id on et al (1984) further argue that the nature of retail business is highly competitive. 

This is compounded by various customer expectations. Other things being equal consumers 

need to spend the least time to get to the retail stores, days and hours of operation need to be 

convenient to the shopper, store atmosphere need to be appropriate, variety of merchandise is 

of essence and above all security in the retail store. 

The concept of Business clusters 

Recent literature on enterprise clusters suggest that the grouping of enterprises into sectoral 

and geographic clusters give rise to a certain collective efficiency that can enhance 

competitiveness and foster industrialization (McCormick 1998). Porter (1990) uses the term 

cluster to designate group of firms engaged in similar or related activities within a national 

economy. Although Porter believes that the relationship within an industry cluster benefit 

fr m firms being located near one another he does not consider geographic proximity to be a 

defining characteri tic of cluster . 

• chmitz ( 19 2), a clu ter i chara t ri7 d by g gr phi and 

'•I m r ti n of nt rpri hi tudy d pt th nd d finiti n 



proximity appears to be particularly important in developing countries where poor 

infrastructure, weak information systems and cultures that place high value on face-to-face 

communication ar th n nn. Tn hi analysis Schmitz concludes that enterprise clustering can 

affect industrilli1 ti n by making it easier for the process of specialization and 

di ITer 'ntiution t tak. place. 

Lu ter can also be understood by examining their different patterns of specialization and 

co-operation. Pedersen (1997) from a preliminary analysis of African clusters identifies four 

general types; the diversified industrial cluster, the subcontractor cluster, the market town or 

distribution center and the specialized petty commodity cluster. This breakdown has obvious 

roots in the African reality and as Pedersen's conclusion show; it is useful in tailoring policy 

to a particular setting. 

When firms undertake related activities in close geographic proximity, both the immediate 

environment and the firms themselves are likely to change (McCormick 1998). The 

environment begins to adapt to the presence of firms by attracting customers, traders, 

workers with related skills, individuals and firms waiting to offer services and still more 

enterprises anxious to benefit from the markets being created. 

Me ormick ( 1998) further states that, at its basic level clu tering encourage information 

haring and pportunitie fl r learning new techn 1 gie and de i n . ne firm may 

pe ializ in pr du ti n pr c 

lT1 I produ t still n th r m 

whil the th r tum fr m pr du ti n t tr d in input or 

d vel p link. \ ith trod rs " h lu t r. 'l hus 



clustering appears to have the potential to enable African countries overcome the barriers to 

industrial development. Thi is through increasing market access, fostering communication 

and information haring, in r ing efficiency and contributing to development of supportive 

institution. In thi, ' o , lu tcring provide gains not easily available to dispersed enterprises. 

chmitz ( 19 7 maintains that local external economies are necessary for the development of 

a trong cluster. However, he further argues that consciously pursued joint action must also 

be present for industrial cluster to flourish. The emphasis on "Joint Action" aspects of 

collective efficiency underscores the importance of inter-firm linkages and networks. 



1.3 Statement of the problem 

Following the opening up of the market by the Kenyan government, Nairobi has witnessed a 

fundamental chang in th mpetitive environment. This increased competition is coming at 

a time when th is performing dismally (GOK, Economic survey, 2001) A casual 

obs ·rvuti n indicate that orne big stores are closing down and turning their shop floors into 

exhibiti n hall . 

mall-scale enterprises are basically retail outlets. Their business activity revolves around 

selling goods and services to the final consumer. Many studies have been carried out in the 

past on the general area of small-scale enterprises. These studies have been focused among 

other things problems facing small-scale enterprises, financial services, risk and growth, 

impact assessment and collective efficiency. They include, Child (1973), Ombok (1992), 

McCormick (1995), Bowen (1998), and Maalu et al (1999). 

Again more recent studies carried out in the area of competitive strategy like Kibiru (1999), 

Theuri (2002), Ndubai (2003), Omuyitsi (2003) have all been focused on competitive 

strategies in medium and large enterprises that are well established leaving the area of small 

scale enterprise less explored in terms of competitive strategy. This study seeks to determine 

competitive strategies adapted by small-scale enterprises and establish factors influencing 

their c mpetiti ene s. It al o seek to establish the difference in the trategie adapted in 

vari u exhibition hall . This will en ure gr wth and development f mall- calc enterpri e . 

h ·mall- ale nterpri e ar faced with ari u mark t halleng emanating fr m 

int n ifi d bu. in clu t r. nd th . ub qu nt intr du ti n 

7 



exhibition halls have heightened the state of competition. It has become necessary for firms 

to develop competitive trategies to enable them to achieve competitive advantage. What 

then are the e strategi th t m ke them to survive the cutthroat competition? Why has there 

been a tr nd t ' nrd.' stablishment of exhibition stalls in the recent past? Are there 

differences in th · tratcgies adapted by various exhibition halls? 

1.4 Objective of the study 

1. To determine competitive strategies used by small-scale enterprises to compete 

effectively among themselves as well as with large and established corporations. 

2. To establish factors influencing the competitiveness of firms within exhibition stalls. 

1.5 IMPORTANCE OF THE STUDY 

Small Scale Traders 

To people involved in small-scale enterprises either as owners or employees, effective 

management approach and better customer care skills will be acquired. 

The overnmeot 

1 he tudy will highlight the role played by mall cale enterpri e in nati nal de el pm nt .It 

' ill al point t area f p rati nal nabling th g crnm nt t in lud ar1 u 

upport program at poli y fi rmul ti n l 1. 



Banks and Credit institutions 

The study will pr vid th m with vital information about the viability of small-scale business 

ntcrpris 'S. Th ' · ''ill enable them to determine the amount of loans and credit facilities 

rcquir d b arious business enterprises. 

Aspiring Entrepreneurs 

To aspiring entrepreneurs the study will give them important insights on potential 

opportunities available in the market and subsequent strategies for survival. 

Academicians 

Academically the study will contribute to the existing knowledge in the area of strategic 

management in general and competitive strategy in particular. 

l) 



CHAPTER TWO: LITERATURE REVIEW 

2.1 Introduction 

This rcscar ·h p lp r d al predominantly with Porter's generic strategies and aspects of 

r lutionship mark. ting as competitive strategy. It also focuses on major challenges facing 

'mull- 'cale enterprises and subsequently examines competitive strategies adapted by small

scale enterprises in an effort to compete effectively. The role of small-scale enterprises in 

national development is highlighted and finally retailing is discussed as a basis of small-scale 

enterprise operations. 

Webster's international dictionary (1966) defines an enterprise as a plan or design for a 

venture: an undertaking that is difficult complicated or has a strong element of risk. On the 

other hand, Canon (1991) defines enterprise as the characteristic of people, groups and 

organizations, which produce a disposition to self-realization through achievement. He 

further contends that it encompasses the self-reliance to innovate, accept risk and act 

independently. 

A small business is one that is actively managed by its owners highly personalized, largely 

1 cal in it area of operation and largely dependent on internal ource of capital to finance its 

gr wth (Banmback , 1988). The size of an enterpri e may be defined in term of the number 

f employee , the tumo er or the capital in e ted in the in the bu ine 

th b i four definiti n Mulhern 1 5) define a mi r cnt rpri 

10 

ing empl yee 

that which mpl y. 



0-9 employees, small enterprise as 1 0-99 employees, medium enterprise 100-499 employees 

and large enterprise a that with more than 499 employees. 

mall- calc nt rpri: . ha been a ubject of discussion for a long time in many forums all 

over lh world. mall ale enterprises have been viewed as the last survival option after all 

other opti n ha e failed (Omuyitsi, 2003). Owners of these businesses have been viewed as 

failure in ciety. orne people take on small scale enterprises as a supplementary source of 

mcome. 

However these attitudes are fast changing. Realization that small-scale enterprises play a 

vital role in national development has greatly contributed to this change. Entrepreneurship as 

a subject has been incorporated into the syllabus and its now being offered in most of the 

training institutions. Some people are even quitting formal employment to take up the 

operation of small enterprises. This calls for the formalization of how things are done 

including formation and implementation of viable competitive strategies. 

2.2 he ~oneept of eomp titi Str te 

trategy is basically concerned with the way an rganizati n d el p and hand\ it 

rclati n hip with the en ir nment. trategy relate a firm to it en ironment. trategy i thu 

management' game plan for the bu ine s Thomp n and trickland, 1998). Mintzberg 

7) d fine trat gy a a plan. pl y. pattern p iti nand per pe ti . 

I 1 



As a plan it specifies intended course of action, as ploy points to specific maneuvers, as a 

pattern it merges into a tream of actions, as a position it locates an organization to its 

environment and a it give an organization identity. 

Pearce un i I tin n 2 00) agree with Thompson and Strickland's definition of strategy as 

th ' management game plan, but they further argue that by strategy managers mean future 

oriented plan for interacting with the competitive environment. Ansoff (1988) on the other 

hand defines competitive strategy as the distinctive approach, which a firm uses or intends to 

use to succeed in the market. He further states that formulation of competitive strategies 

include consideration of four factors: The firm's strengths and weaknesses, industries 

opportunities and threats, personal values of key implementations and broader societal 

expectations. Competitive strategies comprise of both offensive and defensive actions. 

Research has shown that in the face of competition firms adopt various competitive strategies 

in order to survive in the market. 

Porter (1998) published his findings in a book titled Competitive Strategy: Techniques for 

analyzing industries and competitors. Porter indicated that the essence of formulating 

comp titive strategy is to relate a company to its environment. He further argues that there 

are three generic strategies that firms can employ. These are cost leader hip trategies, 

differentiation trategi and focu trategie . ompetiti e trategie adopted by a firm 

h uld r ult in c mpetitive ad antage. ompetiti e advantage gr w fundamentally ut f 

lu firm i bl t crt:at f r it buyer that t f r ting. 



Competition in any given industry is based on the three generic strategies. Generally, firms 

are in competition with ea h oth r if they sell goods and services to the same groups of 

customers or try to empl fi t r ourced from the same group of suppliers (Murage, 2001) 

Exhibition bu. inl: .. · i: mpri cd of small scale enterprises that operate in various stalls 

·clling go )d.· and · r ices to the same group of customers. They also source their 

m 'r handi ' fr m the same group of suppliers. The clustered nature of enterprises within 

e. hibiti n halls make competition even more stiff. 

Porter ( 199S) states that the goal of a competitive strategy for a business unit i to find a 

position in the industry where a company can best defend itself against the competitive forces 

or can influence them in its favor. Theuri (2002) states that Knowledge of an underlying 

ources of competitive pressure highlights the critical strengths and weaknesses of a 

company, animates its positioning in the industry, clarifies areas where strategic changes are 

required and points to areas where the industry trends hold greater significance. 

Value chain displays total value and consists of value activities and margin. Each activity 

employs purchased inputs, human resources and some of the technology a firm needs to 

perfonn its functions. In examining the significance of value chain Porter, (1998) states that 

alue activities are the discrete building blocks of competitive advantage. He further tate 

that h \i each value activity i performed determine it contribution to buyer ne d and hence 

diflcr ntiation. Value chain is therefore au eful way of de cribing and analyzing imp rtant 

rclati hip b twe n r 'anizati n r and trat gic . A criti l 



examination of competitors value chain exposes which generic strategy is being used hence 

one is able to determine their competitive advantage. 

2.3 Porter's Generic ~ trat gies 

Porter ( l call his strategies generic because they are not firm or industry depended. 

The can be applied to a firm in any industry. These generic strategies are basically three and 

they are cost leadership strategy, differentiation strategy and focus strategy. They are applied 

at business unit level. 

Table 2.3.1 Porter's generic strategies. 

TARGET SCOPE ADVANTAGE 

LOW COST PRODUCT UNIQUENESS 

BROAD Cost leadership strategy Differentiation Strategy 
(Industry wide) 

ARROW Focus Strategy Focu trategy 
(Market egment) (Low cost) (Differentiation) 

ur e:(http: www.quickmba.com/ trategy/generic, html, 6th July 2 03) 



Cost Leadership strategy 

A cost leadership tr tcg i n" in which a firm strives to have the lowest costs in the 

industry and off r. it. pr duct and services to a broad market at the lowest prices. Porter 

(1998) :ttl'· that haracteristics of cost leadership strategy include low level of 

diiTercntiati n. aim for average customer, use of knowledge gained from the past experience 

and the addition of new products only after the market demands them. Thompson and 

trickland ( 1998) agree with porters view on cost leadership strategies and state that this 

strategy calls for being the low cost producer in an industry for a given level of quality. 

Firms acquire cost advantages by improving processes efficiencies, accessing lower cost 

materials, making optimal outsourcing vertical integration decisions or avoiding some costs 

altogether. If competing frrms are unable to lower their costs by a similar amount, the firm 

will be able to sustain competitive advantage based on cost leadership. 

Firms sell their products at average industry prices to earn a profit that is higher than that of 

its rivals or below the average industry prices to gain market share. As industry matures and 

prices decline fmns that can produce more cheaply will remain profitable for a longer period 

of time (http://www.guickmba.com/strategy/generic.shtm,6th July 2002). 

t leader hip trategy has advantages. Firms that ucceed in co t leader hip trategy 

u u lly has ad quate capital, kill xperienc and effi ient di tributi n channel . h c t 

d nta c pr t cts a firm fr m n w ntrant h nc r ducin mp titi n. H we r th ri k f 



cost leadership is that competitors may leapfrog the technology and production capabilities 

hence eliminating the comp titi e advantage acquired from cost reduction. 

Differentiation trat •gy 

dill" rentiati n trategy is one in which a firm offers products or services with unique 

feature that cu tomers value (Ndubai, 2003). The value added by the uniqueness commands 

a premium price. According to Coulter (2002) the key characteristics of differentiation 

strategy is perceived quality whether real or not. This may be through superior product 

design, technology, customer service or other dimensions. 

Differentiation strategy calls for development of a product or service that offer, unique 

attributes to the customers. The firm hopes to cover the extra costs by the premium price 

commanded by the product or service uniqueness. If suppliers increase their prices, the firm 

may be able to pass along the costs to its customers who cannot find substitute products 

easily. (http://www.guickmba.com/strategy/generic.shtrnl, 6th July 2002) 

The advantage of differentiation strategy is that the perceived quality insulates a company 

from threat from any of the five forces that determine the state of competition in an industry. 

Again, firms using differentiation strategy have some internal trength including high 

rc. arch and d elopment capabilitie , tr ng al team and c rp rat reputati n fl r qualit 

nd inn ati n. Brand loyalty pr t ct. a firm fr m thr at ub titut pr du t . R th hi\d 



(1984) contends that differentiation is often the secrete to extending the life cycle of a 

business and making it more e ·pensive to enter and follow. 

The risks a. so iat d \! ilh difTerentiation strategy include imitation by competitors and 

changing ·u ' l( m ·r tru;tc and preferences. The shelf life of differentiation strategy is getting 

shorter and ·h rter. 

Focus Strategy 

Focus strategy involves targeting a particular market segment. This means serving the 

segment more efficiently and effectively than the competitors. Therefore focus strategy can 

be of cost leadership or differentiation aimed at a narrow market segment. 

Porter (1998) states that the advantages of focus strategy include having power over buyers 

since the ftrm may be the only source of supply. Buyers do not have a strong bargaining 

power giving a fum competitive advantage. Customer loyalty also protects a fmn from threat 

of new entrants and threat of substitute products. The firm adopting focus strategy can easily 

tay clo er to its customers and effectively monitor their need . 

ll \ · v r the risks ass ciated with fi cu trategy include being at the mercy of powerful 

m th fim1 i.· n\ ab\l; t buy in mall quantiti ·. mall lum al mean 
hi •h ·r produ ti n c ts. 'I he n t enj y lower cost ad antag . ari. ing fr m 

·al . h n 'e in cu t m r t . t s and pr f r n . m 1 d t di pp aran r 
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the market segment. It may also be fairly easy for a broad market cost leader to adopt its 

products in order to comp te directly with firms pursuing focus strategy. Finally other 

focuses may be abl t curve out segments that they can serve even well. 

(ht!P://www. ui kmba. om/strategy/generic.shtml, 6th July 2002) 

Port 'r ( l 98 argue that his generic strategies are not compatible to one another. A firm that 

attempts to achie e an advantage on all fronts may achieve no advantage at all. For example 

if a firm differentiates itself by supplying very high quality it risks undermining that quality 

if it seeks to become a cost leader. Therefore according to Porter to be successful over a long 

term a firm must select one and only one of the three generic strategies. Otherwise with 

more than one a firm risks being "stuck in the middle" and may not achieve competitive 

advantage. Those firms that succeed with multiple generic strategies do so by creating 

separate business units for each strategy. 

2.4 Relationship Marketing 

Relationship marketing is an organization's effort to develop a long term, cost effective link 

with individual customers for mutual benefit. (Berkowitz, Kevin, Hartley and Rudelin , 

1994). It is a revolutionary extension of market segmentation. Three elements are needed to 

impl ment relation hip marketing; building a database to store information ab ut cu tomer , 

u ing inn vative media to communicate with cu t mers and m nit ring l ng term 

rdati n. hips with cu t m r . Relati n hip marketing tart with the u t mer-und r tanding 

n and wants nd how t ti f r quir m nt and pre cr n .. 



According to Payne (1998) relationship marketing provide sustainable competitive advantage 

in a number of wa ' : buildin barriers to entry, increasing switching costs, and locking 

cu tom r. into ntial information and database. Berkowitz et al (1994) state that 

r lution~hip mar ~ting has been made possible by breakthrough in information technology 

that nu l , 'lectronic data collection, online communication, e-commerce and database 

management. 

Advantages of relationship marketing include promoting customer loyalty hence 

safeguarding against threat of new entrants. Firms are able to deliver superior customer value 

by personalizing the interaction between the company and the customer. It also enables firms 

to achieve effective coordination of complex capabilities with the company and around 

customers. However relationship marketing becomes difficult with changes in customer 

service personnel especially where employee turnover is high. 

2.5 Challenges facing small scale enterprises 

el on and Mwaura (1997) in the study of business trategie in the medium ized 

enterpri e in Kenya found out that re pondents suffered a erious deficiency in marketing 

and customer related kill . orne firm were fi reed by competiti n t di e t r in e t in 

oth r pr duct line wher c mpetiti n was Ie 

l' 



Poor quality business support programs by both the government and non governmental 

organizations ha led to duplication of activities and over concentration on one aspect of 

business support a ti iti t the detriment of others. This has been due to lack of 

coordination mt n , n ' and the entrepreneurs. 

A·· rdin t (1994) lack of credit facilities remains the most noteworthy challenge to 

·mall- cale enterprises. It has received the most attention in terms of research and 

development assistance. However, researchers in the past studies have noted that 

respondents tend to attribute all their problems on lack of credit facilities. This has led to 

over concentration on credit assistance to the detriment of other important non-financial 

support services. This leads to mass failure of small-scale enterprises. 

Kibera (1996) noted that most people who enter small-scale businesses lack the necessary 

prerequisite professional skills needed to run their business. For such business the chances of 

developing into successful enterprise remain minimal. To eliminate this challenge 

entrepreneurship and the related course should be incorporated into the teaching syllabus 

from primary level. 

There i need to link the financial ervices to skill de elopment by proving exten ion rvtce 

e pecially n areas of marketing and technology. ntrepreneur hould have tail r made 

training package , have acce to inti rmation on bu ine 

cncral mark t tend ( 1 K, 2 2). 

rtunitie , cu t mer trend and 



Poor infrastructure has been for a long time a big challenge to the development and operation 

of small-scale enterpri es ( muyitsi, 2003). This is a great hindrance especially when 

considering pro p t ~ r linkages between rural and urban enterprises. Movement of 

produ ts from urb!ln or a. t rural areas is exceptionally costly owing to poor state of roads, 

spur:' b·mkin 1 fa ilitie · in the rural areas, and high cost of telecommunication services 

ln ·tabilit in the political environment, the ever changing economic policies and business 

regulati n . This includes bureaucratic procedures of obtaining trading license, high tax rates 

and tamp duty. Corrupt nature of the city council employees and the Kenya police force are 

just but examples. 

Another major constraint facing small-scale businesses is their inability to keep records. 

Hailes (1983) has argued that good record keeping by a business is not only wise but also a 

requirement by many laws. Various agencies banks or employees that ...need records may raise 

legal and financial questions. These questions can be accurately answered when written 

records of business proceedings are kept. Hailes further states that by recording the daily 

transactions of a business the owner can learn from the past mistake and avoid errors in the 

future A record of all transactions in a business permits evaluation, improvement and a go d 

chance of business development. It forms a point of reference to the exiting entity be it a 

mall- cale bu ine or a large organization. 

B, lin , urvey (199 ) ha f: tnl mt r and . mall-

ale cntcrpri 



Table 2.5.2 Constraint facing small scale enterprises in Kenya 

Constraints Percentage 
r-

1. Markets and · mp ·tition 61.5 

2. l .tt ·1-.. )r ·r ·dit fa ilities 56.3 

I rr ad tran port 34.4 
-
4. Sh rtage of raw materials 50.6 

5. Interference from authorities 80.8 

6. Poor security 77.7 

7. Lack of skilled labor 49.5 

8. Power/Electricity problems 100 

9. Poor access to water 40.8 

Source: CBS, K-REP, National enterprise and baseline survey. 

2.6 Competitive Strategies in Small-scale Enterprises 

Reid (1993) notes that Porter's framework applies to large firms. To be able to transfer this 

framework from large enterprises to small firms, one has to be aware of the two crucial 

modifications. Small firms display the behavior of firms in early life cycle activity. ffort is 

devoted to establishing by discovery or creation of a competitive niche and little is directed 

to defending and blocking. Large corporation are much more in mature ph e f 

de l pment. A ec nd m dification require Porter fram w rk to take the market gment 

rath r than the market as a wh le. 



In small scale Enterprises, strategic targets are market segments very often through small 

niche exploitation. Reid (1993) further argues that when the owner-manager of small-scale 

enterprises talk about "mark t", he usually means a segment of the much larger generic 

market. On the thcr hand when a manager of a large corporation talks about market he 

sur ly m "Hl: th 

Porter" generic strategies involve cost leadership, differentiation and focus. Cost leadership 

strategy and differentiation strategy are not feasible for a small enterprise because they aim at 

the industry as a whole (Reid 1993). As Reid puts it more appropriate to small-scale 

enterprises is focus strategy combining elements of cost leadership and product 

differentiation directed at a specific market segment. Therefore, a focus strategy, aimed at a 

specific market segment seems most likely to offer small businesses a competitive advantage. 

In hi fmdings, Rothschild (1994) notes that given the competitive pressure under which all 

small firms are operated, there is always pressure to control costs. An important discovery 

cutting across several of these categories of competitive focus is the role of experience. A 

small-scale enterprise has a steep leaning curve after inception; such experience is readily 

translated into competitive advantage. 

2.7 Role of mall- calc Enterprise in national development 

I h r I of mall- cal 

m econ mi s of th 

nterpri e can n t b undere timated wing t p uliar nature f 

und rd pm c untri . 1 h ir r l h b n 



highlighted in the sessional paper No.lof 1986 and the 6th National Development plan (1989-

1993) as the primary mean strengthening Kenya's economy (GOK, 1992) 

Small-Scale nterpri hu al o been recognized for providing a platform to ip.digenous 

Kenyans. on whi h th can participate in economic development (GOK, 1992). They 

provide u uniqu' pportunity for poverty eradication in the country. A worrying trend in the 

cmmtr h ' n high level of unemployment. The government has recognized this serious 

' cio-ec nomic problem. Small-scale enterprises are recognized for their potential in 

alle iating this problem. 

GOK, (1994) further recognizes the role of small-scale enterprises in creating backward and 

forward linkages among socially, economically and geographically diverse sections of the 

economy. Their linkages are particularly important considering that Kenya has a vision of 

being industrialized by the year 2020. In this respect small-scale enterprises provide an 

opportunity for development and growth. 

According to annual economic survey (2004) Kenya's economic performance improved 

marginally last year - growing by 1.8 percent compared to 1.2 percent the previous year. 

Thi is attributable to the growing informal sector, which compri e of small-scale 

orne 460,000 new jobs were created in the informal sector, constituting 94% of 

all n created. 

II \\ r a w rrying trend i. th incr ingly limit d link bctw n ·m H-

Ie untcrp rt . 'I her c. i t \ h. t is n nnall r err d t 

ent rpri . 

th "mi: in l 



middle". The government proposes to industrialize by moving through two phases- with the 

fast phase entailing promotion and development of small-scale enterprises. Small-scale 

enterprises are exp ted t gr wand gradually graduate into medium sized enterpri.ses then 

to large-scale ntcrpri. . . 1 K 1997) It is evident that without the growth of small-scale 

cntcrpris ' the ,< v ·rnm nt economic policy cannot be achieved. 

2.8 Trend in retailing 

Retailing is the business activity of selling goods and services to the final consumer. Kotler 

(1999) defmes retailing as including all activities involved in selling goods or services to the 

final customer for personal non-business use. A retailer is any business establishment that 

directs its marketing efforts towards the final consumer for the purpose of selling goods and 

services (Lewison and Delozier, 1989) 

Retailing has profound effect on society and the people it comprises. Davidson et al (1984) 

have noted that retailing is undergoing numerous changes in response to environmental 

trends. As a result, innovative merchandising strategies and operational methods are 

constantly being developed to meet these competitive challenges. This explains why 

competitive strategies have to be developed for small-scale enterprises that basically deal in 
retailing. 

Thr ughout in the hi tory of retail trade there appear to be an alternating movement in the 

d minant m th d f c nducting perati n . ne wing i t ward pecializati n f th 

fun tions perf rm d n th m rchandi handl d b an indi idu I fim1 v hil th thcr i. 



away from such specialization towards integration of related activities under one 

management. (Lewison and Delozier, 1989). Davidson, Sweeney and Starnpft (1988) in 

agreement with Lewi on' id ha e tated that significant change in society, the ecpnomy 

and change in on umcr .·p tati n have caused retail institutions to adjust in adaptation 

to this chan • 's. 

David ·on et al (1988) further states that the following changes have contributed to retail 

revolution. In terms of demography, baby boom (1946-1964) produced young adult 

professionals of the 80s, emergence of single parent families, dual career incomes and the 

wave of immigration altered demographic characteristics. Economically from the industrial 

age of post world war period to post industrial age world economy has undergone significant 

changes, which have become the retailers most certain uncertainty. 

In terms of the competition from the clear cut retail markets of 1940s and 1950s a new form 

of retail operating styles have emerged .The arrival of "compete or vanish "managerial 

unperatives have signaled emergence of off price retailing. And finally fast moving 

technology has led to the creation of new products that demand different retailing methods 

particularly in the areas of customer service. 
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2.9 Conclusion 

In a nutshell, as propounded b P 11 r ( 1998), competitive strategies are the building blocks 

upon which firm d v ·1 p omp titive advantage. Environmental turbulence and trends in 

retailing hav · led t mark ·t hallcnges leading to stiff competition. As a result, fmns have to 

adapt variou c mp titi e strategies in order to survive the competition and remain 

profitable. The go ernment of Kenya through its various policy papers has recognized the 

role-played by small-scale enterprises in national development hence the need to determine 

competitive strategies that will enable them to survive the existing cutthroat competition. 
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CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Introduction 

This part rcpr s ·nts th r, arch design that was used to achieve the objectives of this study 

a ct out in th intr duction. 

3.2 Research design 

This study was intended to determine the competitive strategies adapted by small-scale 

enterprises within Nairobi and establish factors influencing their competitiveness. It also 

seeks to find out the differences in various strategies used in different exhibition halls. To 

achieve this, a cross sectional study was considered most appropriate. This research design 

was chosen in order to provide abroad and generalized information about small-scale 

enterprises operating within exhibition halls in Nairobi. 

3.3 Population of study 

The population of study consists of small-scale enterprises operating within exhibition halls. 

btain the ample element of the population two stage multi-sampling meth d was u ed. 

n , y. tcmatic ampling was u ed. A fifth of the populati n was c n idered 

r pre ntati c. ·1 herd~ rc ( 1/5 1 2 =2 .2 appr ximatcly 2 exhibiti n hall w r ch n 



for the study. To obtain the 20 exhibitions halls, (k=102/20=5) each fifth exhibition hall was 

sampled from the sampling frame. 

At the second stag sm 1ll-. , l cnterpri es were randomly selected from the sampled 

exhibition halls. It had , n e ·tabli hed that exhibition halls had an average of 12 enterprises. 

1/5 of 12 gav' u · _.4 therefore in each exhibition halls we randomly chose two enterprises 

for th tudy. Therefore the total number of enterprises studied were (2x20=40) forty. 

3.4 Sampling frame 

The sampling frame for this study constituted a list of exhibition halls located within Nairobi 

Central Business District (see appendix 3). These exhibition halls were obtained following 

the specification and boundary limits as given by the central business district map obtained 

from the Nairobi city council- planning department. This is contained in appendix 4. 

3.5 Data collection method 

Primary data was collected and used for this study. The research instrument was a 

que tionnaire with both open ended and clo ed ended questions. The questionnaires were 

admini tered thr ugh two ways per onal interview and drop and pick method. Per onal 

int rview " a ch en becau e it yields the highe t quality and quantity of data c mpared t 

oth r method . per and chindler (1998 have tated that ne f the gr ate t alue f 



personal interview lie in the depth and detail of the information obtained. Drop and pick 

method was used where the enterpri owners were not easily found at the stalls. 

fllh I I h c qucst10nnmrc ad thr . Section A was u ed to gather general 

enterprise data su ·h as 'ur r establishment, years of operation, product range, target 

custom 'rs nnd th 'n .. ral iew n competition by the owner. Section B was used to 

determine th competiti e trategies adapted by small-scale enterprises in order to survive the 

cutthroat competition. It was also used to establish differences in the strategies used in 

different exhibition halls. Closed ended questions and a five point likert scale were used to 

achieve these objectives. Section C was used to identify factors influencing the 

competitiveness of enterprises operating within exhibition stalls. Again a five point likert 

scale was be used. 

3.6 Data analysis 

Questionnaires were edited for completeness. Data collected were both qualitative and 

quantitative. Descriptive statistics was used to analyze data. Frequency tables, percentages 

and mean scores were extensively used. 



CHAPTER FOUR: FINDINGS AND DISCUSSIONS 

4.1 Introduction 

This chapter pr 'S nt · anal i and findings of the study as set out in the research 

methodology. The re ults are presented in order of objectives i.e. analysis of competitive 

strategie , similarities and differences adapted by small-scale enterprises and factors 

influencing competitiveness of enterprises. The total number of questionnaires given out was 

40 and 30 were completed and returned. This represents a response rate of 75 %. It is an 

adequate response rate to base conclusions on. 

4.2 Enterprise characteristics 

This section analyses key characteristics of small scale enterprises and is intended to 

establish certain similarities within small scale enterprises like years of operation, number of 

branches, start up capital, business ownership, staff members and target customer groups. 

Frequency tables and percentages are extensively used. 

4·2.1 Years of operation 

'I h 
number f Y ars the e mall- cale enterpri e ha e operated i important. It will enabl 

th 
li hment f the relati n hip betw n trategy and peratin p ri d. 1 he will 

u to make a comp ri n betw n th number f c rs in p rati n and th . trat , 



applied by various small scale enterprises. It will also make it possible to establish the 

similarities and differences between trategies applied by enterprises. 

Table 4.2.1: Years of operation 

Years of operation Frequency Percentage 

l 10 33.3% 

2 6 20.0% 

3 4 13.3% 

4 6 20.0% 

5-10 4 13.3% 

Over 10 0 0 

Total 30 100°/o 

Source: research Data 

From the above table the mode years of operation are one. No enterprise has been operating 

for a period over 10 years. This may be explained by the fact that the concept of business 

clust · · · · 
enng m Nrurobt has not been in existence for more than ten years. It was observed that 

beyond one year many small-scale enterprises collapse due to economic pressure, 

unavailability of credit facilities and failure to cope with growing competition. 

4·2·2 Branch network 

., hi analy i \ ' [I und n 
. ary in rd r t c tabli h th market potcnti l r mall-seal 

nt rpr:i 
nd the ub qu nt bility t e pand. n lysi . h w th t 8 °'o f th 1m1. th t 



had operated for one year did not have branches while only 20% of the enterprises in these 

categories had branches elsewhere. One the other hand 92% of the enterprises that had 

operated for 4 years had branche el wh r while only 8% did not have branches. 

4.2.3 Capital investment 

Capital requirement is a constraining factor to many would-be small-scale enterprises. 

Decision by new entrants to set up operations in an industry is largely determined by capital 

outlay. Capital outlay is as little as Ksh.50000 because most of this capital is raised by the 

individual entrepreneurs or from friends and family members. Those which start with capital 

exceeding Ksh.500, 000 are normally fmanced by credit institutions which are not easily 

accessible. 

Table 4.2.3. Start up and current capital investment 

-
Start up capital Frequency Percentage Current capital Frequency Percentage 

Kshs. "000" Kshs. "000" 
1--

Below 50 13 43.3% Below 50 3 10% 
1--

50-100 11 36.7% 50- 100 7 23.3% 
1--

100-200 4 13.3% 100-200 11 36.7% 
1--

200-300 0 0 200-300 0 0 
t--

300-400 0 0 300-400 2 6.7% 

400-500 2 6.7% 400-500 3 10% 
1- 1-

O\cr 00 0 0 Over 500 4 lTI% 
Tot I - f--

30 100°/o 30 100°/c ..._ 
Source: Research Data 



From the above table 43.3% of small-scale enterprises studied had start up capital less than 

Kshs.IOO, 000. On the other hand, .7% f the enterprises studied had a current capital of 

between Kshs.l 00, 000 and nly I 0% of the enterprises still had current capital of 

less than K hs.50. .The tab!' al indicates that capital investment grew gradually. 

4.2.4 Enterprise ownership 

It was important to establish the ownership of enterprises in order to establish management 

practices. 

Table 4.2.4: Ownership of enterprises 

Ownership Frequency Percentage 

Sole proprietorship 18 60% 

Partnership 6 20% 

Family Business 6 20% 

Public Company. 0 0 
1-

Total 30 100°/o 

Source: Research Data 

The findings from table 4.2.4 indicate that 60% of small-scale enterprises within Nairobi 

cntral Bu ine Di trict ar ole pr prictor hip. nly 20% arc partner hip whil the thcr 

20% are family bu ine . 
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This observation is in agreement with other observations made in the literature review that 

individuals who start small-scale busine are those retired or unemployed. Such people are 

unlikely to form partner hips or g t int fl mily businesses because they consider the business 

as ones sole mean · )r li lih d. Again public companies are unlikely to enter into small

scale bu ines e . 

Table 4.2.5 staffing 

No. of staff Frequency Percentage 

1 16 53.3% 

2 11 36.7% 

3 0 0 

4 1 3.3% 

Over 5 2 6.7% 

Total 30 100°/o 

Source: Research Data 

Most small-scale enterprises are run and operated by the owner. This constitutes 53.3% of 

the total number of enterprises studied. Those with more than five employees constitute 6.7% 

of the total enterprises studied. Form the above observation we can conclude that majority of 

mall-scale enterprises have less than five employees 

4.2.6 tate of competition in e bibition ball . 

Small- al nterpri perate m ef) c mp titive en ir nment. The tabl b I w 

umrnariz th r ndcnt' i w nth tat c mpctiti n in hibiti n h lL . 



Table 4.2.6: State of Competition in Exhibition Halls 

Competition is Frequency Percentage Cumulative 
- -

Stiff I 63.3% 63.3% 
---- -- --

Fairly tiff 11 36.7% 100% 

Not tiff 0 0 100% 

Not urc 0 0 100% 

Total 30 100°/o 

Source: Research Data 

The above analysis shows that stiff competition exist in business clusters where small-scale 

enterprise operates. In our case, the small-scale enterprises exist in exhibition halls in the 

form of business clusters. As propounded in the introductory part of this research the greatest 

challenge facing business clusters is competition. 

From table 4.2.6, 63.3% of the respondents view competition in exhibition halls as stiff while 

33.7% view competition as fairly stiff. None of the respondents interviewed viewed 

competition as not being stiff. Therefore small-scale enterprises operating in exhibition halls 

face stiff competition. 

The respondents gave various reasons as to why they viewed competition as stiff within 

exhibition halls. These included similarities in products, huge di counts offered, availability 

of 1 w quality g d that are old cheaply, e er changing cust mer preference , 

rnushr ming f exhibiti n hall within air bi, and the aring rate fun mpl yment. T 



compete effectively in the market, respondents observed that firms used various competitive 

strategies to have a competitive edge o er their competitors. 

4.2. 7 Extra products oft r d b enterprises to attract more customers. 

It was ob erved Umt enterpri e offered a variety of products and services to attract 

customers. 

Table 4.2.7: Extra products offered 

,_ 

Product/services Frequency Percentage Cumulative 

Credit facility 5 
f-

16.7% 16.77% 

Discounts 19 63.3% 80% 
f-.-

Installment payment 5 16.7% 96.7% 
f-

Soft drinks 0 0 96.7% 
1--

Non of the above 1 3.3% 100% 
f-..-_ 

Totals 30 100°/o 
.._ 

Source: Research Data 

Table 4.2.7 shows that 19 out of the 30 enterprises studied (63.3% of the respondents) offer 

di counts to attract more customers Credit facility and installment payments constitute a total 

of 16.7 % of the total enterprises studied while only 1 enterpri e out of the total 30 tudied 

(3.3% of the total enterpri es tudied) do not offer the ab ve ervices to attract m re 

cu t m r . 
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4.2.8 Reasons for customer patronage 

Reason No. Positive responses % Of responses 

Quality of products and 30 100% 
customer service 
Competitive price 25 83.3% 

. 

I--
Strategic 1 cation 16 53.3% 

Sales, promotion, ad erti ing 2 6.7% 

Source: Research Data 

Table 4.2.8 above represents the perceived reasons of enterprise owners as to why customers 

patronage their outlets. All the respondents indicated that the quality of products and good 

customer service were the main reason for outlet patronage. Again, 83.3% of the 

respondents cited competitive prices as being critical in patronage. Strategic location was 

rated 53.3% as the respondents reason for patronage while sales promotions and advertising 

received only 6. 7% rating for attracting customers. 

It was observed by the respondents that there were various difficulties and challenges they 

encounter in day-to-day operation of small-scale enterprises within exhibition halls. Most 

commonly cited difficulties were: - Impolite, rude and stressed customers, demands for very 

high discounts, language barriers, bureaucracies in delivery of purchased items especially at 

airports, high tran port expenses for imports, returned products and unpaid debts where items 

are old on installment terms. 



4.2.9 Customer perception of enterprise prices 

It was important to establish re pondenf vt w with regard to their customer's perception 

on prices offered. This is b pri ·in) i central m marketing mix. Based on this 

perception, enterpri cs ha ' an u ' strategic options that they can pursue in order to achieve 

their strategic g nl . 

Table 4.2.9 Customer perception of enterprise price 

Price Frequency Percentage 

Very high 2 6.7% 

High 3 10% 

Fair 22 73.3% 

Low 2 6.7% 

Very low 1 3.3% 

Total 30 100%) 

Source Research Data 

Only 3.3% of from the respondent's observation, products at the exhibition halls are fairly 

priced. 73.3% of the customers consider prices as fair while only 6.7% considered the prices 

as very high; on the other hand the customers consider prices as very low. 

4.2.10 Returned product 

It wa tm rtant fi r u to analyze h w r tum d item were treated becau e thi fi nn d the 

b si. f g d u. t m r car and relati n hip m rk ting. It i. fr m g d u t mer r that 



we get customers coming back or referring other customer to specific enterprises. 66.7% of 

enterprises studied had encountered ca e of retw1ed items. Only 33.3% had no cases of 

retuned items, it was also observ d that m t of the enterprises that did not report cases of 

returned items had been in op rnti< n I( r a period less than a year. 

Table 4.2.1 0 show' how variou enterprises treated returned items. 

Action Frequency Percentage 

Don' t accept returned items 10 33.3% 

Replace returned items 14 46.6% 

Repair products free 4 13.3% 

Repair products at a fee 2 6.7% 

Total 30 100°/o 

Source Research Data 

Ten enterprises from those studied did not accept returned products. A total of 20 enterprises 

reported returned items and treated them as follows. From the above analysis 46.6% of the 

enterprises accepted returned items and subsequently replaced them. 13.3% accepted returns 

and repaired them free of charge while only 6. 7% repaired returned items at a fee. The above 

objective conquers with the earlier observation in the literature review that good customer 

relations form the basis of competitive strategy. 



4.3 Analysis of strategies pursued by outlets to gain competitive edge in the market. 

Tables 4.3.1 to 4.3 .5. present th finding n the trategies used by the outlets to gain a 

competitive edge in the mark t. fh . r categorized in the categories of product and 

service offering., price md · :t management, marketing, location, interior decor and 

staffing. 

Table 4.3.1 Competitive Strategies related to Products and Services Offered. 

Competitive Strategy Frequency Percentage Cumulative0/o 

Offering products not 12 40.0 40.0 

offered by competitors 

High Quality products 10 33.3 73.3 

Home and Office 2 6.7 80.0 

Deliveries 

Reliable Suppliers 6 20.0 100.0 

Total 30 100 

Source: Re ·ettrch Data. 

Table 4.3.1 ab v h w that 12 out fthc 30 cntcrpri e tudicd offer pr duct n t ITer d by 

their competitors to gain competitive advantage. This i 40% of the total enterprises. 

ffering high quality pr duct has a frequency of 10 out of 30. Thi con titute 33.3o/oaf the 

t tal enterpri. e tudi d. Reliable upplier have a t tal f 2 % of the total. H me and 

m c d li~cri t tratcgy u d t gain mpetiti d nt . It h p r cnt gc 



of 6. 7% offering high quality products is the second most applied strategy to achieve 

competitive advantage 

Table 4.3.2 Competitive Strate~ic. related to pricing and cost management. 

- -
Strategy Frequenc Percentage Cumulative 

Percentage 

Selling at low Prices 5 16.7 16.7 

Keeping Price lower 3 10.0 27.7 

than competitor 

Keeping prices 2 6.7 34.4 

same as competitor 

Giving Discounts 6 20.0 74.4 

Clearance prices 6 20.0 75.4 

Installments 8 26.6 100 

Total 30 100 

Source: Research Data 

Table 4.3.2 shows that there are various strategies related to pricing and cost management 

used by enterprises to achieve competitive advantage. Installment payments are widely used 

with a percentage of 26.6. Offering clearance price follows it and giving discounts, which 

have 2 % while keeping prices lower than competitor has 10%. 

( 



Table 3.3.3 Competitive Strategies related to Marketing. 

Strategy Frequen Percentage Cumulative 

Promotions and Marketing ) 20.0 20.0 

Relation hip Marketing 20.0 40.0 

Enhanced Di tributi n 2 6.7 46.7 

Customer preference 10 33.3 80 

Price tags 6 20 100 

Total 30 100 

Source: Research Data. 

By and large all enterprises use some form of marketing. As established from the literature 

review, marketing is an important aspect in today's competitive market environment. 

Enterprises both small and large use various aspects of the marketing mix in order to 

compete effectively. This is a clear indication that competition is very stiff. 

From the above table, Out of the 30 enterprise that responded, 10 of them keep with 

customer preferences, this represents 33.3% of all enterprises, 6 enterprises out of a total of 

30 that responded use promotions and advertising, 6 u e relationship marketing while again 

6 out of the total use price tags to attract more customer. All the above three are 

repre ent d by 20% of the total. On the other hand only two enterpri e u e enhanced 

di tributi n a Marketing trategy tran lating t 6.7%. 



Table 4.3.4 Location and Interior Decor 

--
Strategy Frequency Percentage Cumulative 

-
No. of Branches - 6.7% 6.7 

Security Mea urc' 10.0 16.7 

Attractive Layout 5 16.7 33.4 

and design 

Strategic Location 12 40.0 73.4 

General Cleanliness 8 26.6 100 

Total 30 100 

Source: Research Data. 

Of 30 respondents, 12 enterprises use Strategic Location. This translates into 40% of the 

total enterprises studied 8 use general cleanliness (26.6% of all enterprises). Only 2 

Enterprises (6.7% of all Enterprises use number of branches as competitive Strategy. A total, 

of 8 enterprises out of 30 that participated in the study observed general cleanliness as a 

strategy to compete effectively (26.6% of the total enterprises). Only 3 (10% of the total 

enterprises) consider cleanliness as an aspect of competitive strategy. 

u tomer ervice 

u t m r servic i an important aspe t in t day' bu ine . It will enable a c mpany t 

survi\ ' or m kc a c mpany to c llap . dem u t mer rv1 t hniqu h t b' 



embraced with utmost importance. This explains why many firms have to invest in refresher 

courses for their staff. Contents of such course are basically modem customer service 

techniques. 

Table 4.3.5 Staffing and ustom r ervice 

Strategy Frequency Percentage Cumulative 0/o 

Employing Trend 8 26.7 26.7 

Adults 

Using Competent 10 33.3 60.0 

Staff 

Offering customer 7 16.7 100 

Service Financing 

Use of feedback 5 16.7 100 

Total 30 100 

Source: Research Data 

Staffing in an Enterprise has a strong influence on customer patronage. Staff ought to be 

highly skilled, friendly and kind to all customers out of 30 respondents. 10 respondents 

enterprises use competent staff as competitive strategy. This translates to 33.3% of all the 

enterprise studied. Only 5 respondents out of the total 30 use feedback mechanisms (16.7% 

of the total enterpri e). 



Table 4.3.6 Summary of Strategies 

Strategy Mean Standard Duration 

Products and Services offered 2.78 0.5403 

Pricing and Cost Managcm nt 2.72 0.1723 

Marketing Aspect 3.21 0.5847 

Location and Interior Decor 2.24 0.7536 

Staffing and Cu tomer Service 2.72 0.1500 

Source: Research Data 

Interior decor and location have the highest rate of variability of 0.7536. It is the most 

inconsistently used strategy. While on the other hand, staffing and customer service has the 

least standard deviation meaning it is the most consistently used. 

4.4 Generic Strategies used by enterprises 

According to Porter, there are three generic strategies that firms can adapt. They are cost 

leadership, differentiation and focus strategies. In this research it was found necessary to 

analyze these strategies in relation to the strategies used by small scale enterprises within 

Nairobi. It was important to establish the significance placed on each generic strategy by the 

enterpri e operating within exhibition stalls in Nairobi. Tables 4.4.1 to 4.4.3 present the e 

findings. 



Table 4.4.1: Cost Leadership Strategy 

Item Mean Standard Deviation 

Cost Cutting 2.23 0.0967 

Staff Reduction 0.5533 

Source: R 'Search Data 

Staff reduction ha the highe t mean score of 3.43. It is the aspect of generic strategy to 

achieve cost leadership. Cost cutting has a mean score of 2.23. This strategy is used to some 

extend. It has a variance of 0.00967. However these findings reveal some inconsistencies 

among small-scale enterprises 

4.4.2 Differentiation Strategy 

Item Mean Standard Deviation 

Customer Service 2.07 0.2953 

Increased advertising 3.44 1.0813 

New products and services 2.30 0.0620 

Strategic Location 1.80 0.5620 

Staff Training 2.20 0.1620 

Source: Research Data 

From table 4.4.2, differentiation strategy i u ed by most of the enterprises. Thi can b 

b crvcd by th mean c r c lumn. F r example nt rpri ar ke n n trat gic 1 ati n 

tafT training and the quality of cu t mer ervicc t differentiate them fr m the other. 

I J wev r, the high . tandard de iati n f 1.0813 f incre d ad erti ing h w that it i n t 

unifl m1l) u d 
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4.4.3 Focus Strategy 

Item Man Standard Deviation 
. 

Market Focusing I. 0 0.6165 

-- . 
Market Segmentation 3.13 0.6165 

Source: Re earch Data 

The above results indicate that small-scale enterprises focus on specific market segments of 

the people served. The standard deviations do not vary significantly. The mean score of 

market focusing is 1.9 while that of market segmentation is 3.13. 

Table 4.4.4 Other Strategies 

Strategy Mean Standard Deviation 

Lobbying 2.67 0.2455 

Public relations 2.50 0.0784 

Diversification 2.10 0.3222 

Source: Research Data 

The findings abo e show that other strategies used by small-scale enterpri es include 

lobbying and public relations Lobbying has a mean score of 2.67, public relations has 2.5 

while diver ificati n has a mean core of 2.1 O.Th ab ve mean c re 

trat gies are u d t me extent. 
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Table 4.4.5 Summary of generic strategies used 

Strategy Mean Standard Deviation 

Cost Leadership 2.88 0.6020 

Differentiation -· 0.5661 . --
Focus -· 2 0.6164 

--
Others 2.42 0.1677 

ource: R' earch Data 

Most of the generic strategies adopted by small scale enterprises are used to some extent. 

Cost leadership strategy has a mean score of 2.88; differentiation strategy has a mean sore of 

2.36 while focus strategy has a mean score of 2.52. Other strategies adopted like lobbying, 

public relations and diversification are also used to some extent. 

4.4 Factors influencing competitiveness of enterprises 

Table 4.5.1 Competitive factors 

Competitive Factor Mean Standard Deviation 

Strategic location 1.50 0.921 

Discounts offered 2.27 0.151 

Access to Credit facilities 3.47 1.049 

Ability and skills of owner 2.10 0.321 

Customer sensitive staff 2.40 0.021 

Marketing 2.27 0.151 
I--

arietie Offering 1.87 0.551 

recurity within premi e 2.40 0.021 
I--

uality of item 1.83 0.591 

Display of price tag 4.10 1.679 

Sourc:e: Re.\earch Data 



Table 4.~ show that there are a number of competitive factors influencing the 

competitiveness of enterprises. The finding r a! that strategic location, offering variety of 

products and emphasis on quality ar u. d t a great extend to determine the competitiveness 

On the other hand acces mg credit facilities, display of price tags least affects the 

competitiveness of enterprises They have mean scores of between 3and 4. Otherwise the 

standard deviation for competitive factors does not vary significantly. The degree of 

variability of displaying price tags is the highest with a standard deviation of 1.679. It does 

not apply uniformly to small-scale enterprises. 

0 



CHAPTER FIVE: SUMMARY, CONCLUSIONS & RECOMMENDATIONS 

5.1 Introduction 

The aim of this study was tog 1 n insi lht int c mpetitive strategies adopted by enterprises 

operating within exhibition hall · in Nairobi. It also sought to determine factors influencing 

the competitivene of enterpri e \i ithin exhibition halls. This chapter contains a summary 

of the results from the study, limitations of the study and suggestions for further research. 

5.2 Summary 

The findings from the study show that there are various similarities among enterprises in 

terms of characteristics like target customer groups, products and services offered, 

competitive strategies adopted and factors influencing the competitiveness of enterprises. 

This reveals the fact that enterprises belong to some business clusters within exhibition halls. 

Findings show that the mode years of operation for small-scale enterprises are two. This 

finding is consistent with literature review observations that a large of number of some 

enterprises do not operate beyond two years, in fact many of them collapse after one year of 

operation. 

It was ob erved that very few firms operate branches. Majority of enterprises are single 

outlet . Inability t pen e eral outlet can be attributed to lack of adequate capital and tiff 

c mpctiti n. Mo. t enterpri e c llap d au e f inability t effccti ely c mpcte. 

:om tition \\ fth major challenge. facing m ll-: lc nt rpri 



In terms of ownership, it was observed that 60% of the enterprises were sole proprietorship 

while none was a public company. h a era number of employees in small-scale 

enterprise was one. Thi p rson c upl d up th wner as well as the worker. With regard 

to competition, 100% of ·nt q ri · ' · ·tudi d cited fairly stiff competition contributing factors 

cited were pre cncc of vari u e hibition halls within Nairobi competitive prices offered, 

high bargaining pow~r f custom~r · and a ailability of poor quality products that were 

cheaply priced against a backdrop of non-performing economy. 

5.3 Conclusions 

5.3.1 Competitive Strategies 

Small-scale enterprises regarded competitive strategies as an important aspect survival. 

Growth development and profitability were achieved through such competitive strategies. 

Thus competitive strategies were a means through which enterprises achieved competitive 

advantage. With regard to products and services offered, small-scale enterprises offer variety 

of product and services to their customers. Home and office deliveries were also used as a 

form of competiti e trategy to have an edge over their competitors. It shows that enterprises 

went out of their way to maintain cu tomers. 

'I h tudy al · r • cal d that ari u. 

ba i all d t nnin d b th 1 ti n 

nt rpri e tar t pe ifi 

th nt rpri . · h 

m nt . hi i 

it nt r t r, t 



young professionals while those at the periphery target the common man. On competitive 

strategies relating to products and services offered, the mean score summaries showed that 

majority of enterprises perceived quality and ari t a significant. 

In relation to pricing and cost muno 1 'm 'nt, the homogeneous strategy used was keeping 

prices lower than competitor' and tiering clearance prices. It was also observed that small 

scale enterprises, practiced orne form of marketing. Enterprisers carried out various 

promotions and advertising, enhanced their distribution and placed price tags to attract more 

customers. Relationship marketing was of essence to all enterprises. All the above aspects of 

competitive advantage were pursued to assure survival within business clusters. 

Location and interior decor were of essence to all enterprises. Well designed layout and 

general cleanliness were important to enterprises while in regard to staffing and customer 

service, use of feedback mechanism and employing trendy adults were of significance. 

Customer service training was also adversely mentioned by enterprises as important aspects .. 

5.3.2 Similarities and differences in strategies adapted 

trategies adapted by various enterprises were found to be different according to location of 

the exhibition halls. imilarities existed in strategies adapted by various enterprises located 

in the arne exhibition hall. For instance it was ob erved according to analysis that tho e 

enterpri: in th city enter differentiated their pr duct and ervice . Thi i becau e the 

market cgm nt scrv d c n i t d mainly f y ung pr fe i nal gr up wh m embra d 

style nd qu lit .. ·. 



On the other hand, those enterprises in the town peripheries like along River Road and Tom 

Mboya Streets were keen at costs cutting strategies 

5.3.3 Factors influencing competitiven ss of enterpri es 

The study establi hcd vuriou factor affecting the competitiveness of enterprises within 

exhibition halls. Factor widely applied were use of customer sensitive staff and security 

within exhibition halls, which had variance of 0.021. However, according to the study, 

the major factors influencing the competitiveness of enterprises strategic location, 

offering variety of products and ensuring quality. Another major factor was marketing 

and skills and ability of owner. Ability and skills of owner was a major competitive 

factor because it determined the extent of trade links with other enterprises. 

5.4 Limitations of the study 

This study was constrained by various limitations as outlined below: 

1. The findings are based on responses from 30 enterprises operating within Nairobi 

Central Business District. This was because the study sampled 40 enterprises. 

Only 30 of the sampled enterprises participated because some enterprises owners 

were u picious of the data collected. orne enterprises owners were not able to 

participate in the study due to limited time period the study was carried out. 



2. The study would have obtained even better results had the following aspects been 

included: - a large sample including not only Nairobi Central Business District 

but also other Key Centers in Nair bi lik We tlands, East lands, Southland's etc. 

3. The study also suiT·r d li" m gen ~ral problems associated with questionnaire 

based data collccti n meth d like misunderstanding of the questions and willfully 

giving mi leading information where suspicion became a major issue. It was also 

considered by some respondents that some questions were too sensitive and 

personal especially on financial requirements and current status; answers to such 

questions may have been falsified intentionally. 

5.5 Recommendations for further research 

A comparative study on competitive strategies adapted by both small scale and medium 

scale business should be carried out in order to shed more light on Competitive 

Strategies used. Such a study will help draw parallels between the two categories of 

enterprises. Again such a study should be done in rural areas. This will enable a 

comparison of strategies adapted in urban areas with those adapted in the in rural areas. 

An ther tudy can be carried out to establish the challenges facing enterprise within 

bu. ine clu. ters. This will enable enterpri e owner t formulate trategie f 

vcr oming the ch ll ngc . 



APPENDIX 1: LETTER OF INTRODUCTION 

OCTOBER 2004 

Dear Respondent, 

RE: MBA RESEARCH PROJE T 

As part of the requirement for the degree of Master of Business Administration (MBA) of the 

University of Nairobi, the undersigned who is a student in the Faculty of Commerce at the 

University is required to undertake a management paper. She intends to undertake a study on 

Small-Scale enterprises within Nairobi's Central Business District. 

This questionnaire is designed to gather information on the competitive strategies adapted by 

small scale enterprises in Nairobi, Kenya. Your response will be treated in strict confidence 

and in no circumstance will your name be mentioned in the report. Further confidentiality 

will be ensured through the necessary coding of the findings. 

Your cooperation will be highly appreciated. 

Your faithfully, 

. J. J K MAAL 



APPENDIX 2: QUESTIONNAIRE 

This questionnaire is divided into three parts: 

Section A, B and C. Kindly an, wer all qu stions in each Section. Your answers will 
remain anonymous and strictly confidential and in no incidence will your name be 
mentioned in the report. 

SECTION A 

1. Title of the respondent _____________________ _ 

2. Name of the outlet and location 

3. How many years have you been operating in the exhibition business? 

4. How much capital did you use to start the business? 

5. How much is your investment in business now? 

6. What is the size of your enterprise? 

7. How would you describe the ownership of your business 

Sole proprietorship 

Partnership 

D 
D 

Other (Please pecify) 

7 

Family Business 

Public Company 

D 
D 



8. How many employees do you currently have? 

9. a) Do you have any branch'.''. e No 
If yes give actual nwnber and their location _____________ _ 

b) Please indicate orne of the basic requirements an entrepreneur needs to operate 

an Exhibition stall 

Financial requirements ---------------------

Physical requirements -----------------------
Other (Please specify) _____________________ _ 

c) What are the challenges encountered in trying to meet the above requirements. 

9. Who influence the deci ion to stock the variety of products you have? 

u tom r D upplier D wn r D mpetit 



Others (Please Specify) ____ ----,-_ _____________ _ 

10. In your opinion, indicat how ur tar) 't customers view your current prices. 

Veryhigh D High 0 Fair 0 Low D Verylow D 
11. Please indicate three major costs you incur every month 

(i) 

(ii) 

(iii) 

12. How would you rate the state of competition in the exhibition business 

Stiff 0 Fairly stiff 0 Notstiff D Notsure D 

13. What are your reasons for 12 above? 



SECTIONB 

1. Please indicate the extra products and service that your outlet(s) offer to attract more 
customers. 

Credit facilities 

Discounts 

Installment payment 

Soft drink 

Others (Please Specify) 

b) Why do you think these customers patronize your business? Because of; 

Quality items and good customer service 

Competitive prices 

trategic location 

ales promotion, adverti ing 

Other (Please pecify) 



2. Please indicate some of the difficulties you encounter in trying to meet the needs of 

your customers 

3. Have you ever had case of cu tomers returning products because they were faulty? 

Yes 

If yes, how do you deal with such cases? 

You don't accept returned products. 

You replace retuned products 

You repair products free 

You repair products at a fee 

No 

4. Please indicat (X) the extent to which you have used th following acti n plans t 

beat competition. th tl \lowing cale 

1. U cd to a great extent 

2. U ed to orne extent 

3. Moderately u ·ed 

4. tu d 

5. tu d at all 



Product and Service Offerings 

1. Offering product not otTer' b mpctitors 

2. Offering high qualit pr du t' 

3. Home and ollie' d ·li ·rie 

4. U e of reliabl upplier 

Pricing and cost Management 

5. Selling at the lowest prices 

6. Keeping prices lower than competitors 

7. Keeping prices same as competitor 

8. Giving discounts 

9. Offering Clearance prices 

10. Allow installment payments 

Marketing 

II. Carrying out promotion advertising 

I2. Use of relationship marketing 

I3. Enhance distribution (home deliveries) 

I4. Keeping with customer preferences 

15. Di playing price tags 

2 

I 2 3 4 5 

I 2 3 4 5 

I 2 3 4 5 



Location and interior decor 

16. Increase number of branch 

1 7. Security measures 

18. Attractive layout d · 1 lf1 

19. Strategically located 

20. General leanline 

Staffing and Customer service 

21. Employing trendy young adults 

22. Employing competent staff 

23. Training in customer service 

24. Use of feedbacks to rate customer service 

1 2 3 4 5 

1 2 3 4 5 

5. How important has each of the following strategic options been to your business 

enterprise in response to changes in the market? (Use scale outlined in 4 above). 

Cost leadership 

1 2 3 4 5 



Differentiation 

1 2 3 4 5 
Customer crvtcc 

Increased advertising 

New products and er tee 

Strategic Location 

Staff training 

Focus 

1 2 3 4 5 I Market focusing 

I I I I I 
Other Strategies 

1 2 3 4 5 
Lobbying 

Public relations 

Diversification 



SECTIONC 

1. The following are some of the factor influencing the competitiveness of business 

enterprises. Please indicate th .-t nt to which they give your enterprise a 

competitive edge to other cnt rpri · 

i) To a great e tent 
ii) To some e tent 
iii) Fair 
iv) A little 
v) Not at all 

1 2 3 4 5 

1. Strategic location 

2. Discount offers 

3. Access to credit facilities 

4. Ability and skills of owner 

5. Customer sensitive staff 

6. Marketing 

7. Offering variety of items -
8. Security within the premises 

9. Quality of items sold 

10. Display of price tags 

Others (Please Specify) 

2. What are orne of the problem you encounter in operating your enterprise? 

hank you for completing thi que tionnaire. PI a rit b low an th r mm nt 
•ou m i. h to in lud th t r r I nt to thi ubj t. 



APPENDIX 3: EXHIBITION HALLS IN NAIROBI CENTRAL BUSINESS 
DISTRICT 

1. Uptown Shopping place 

2. Kigali exhibition Centre 

3. Ushindi expo entr' 

4. Expo am era entre 

5. Queens Collection exhibition 

6. The Plaza buying point 

7. H. M. exhibition Centre 

8. Capital exhibition 

9. Eureka general exhibition 

10. Grand arcade exhibition 

11. Ark land exhibition centre 

12. Shopping Plaza 

13. Leaders Shopping Complex 

14. Joint Mart Exhibition 

15. African House Exhibition 

16. Sunbeam Exhibition Centre 

17. Sims shopping Paradise. 

18. Elegant Exhibition 

19. East gate exhibition centre 

20. Noor exhibition Centre 

21. Beaver business entre 

22. Mago general exhibition 

23. Market enter exhibition 

24. Maridadi fabric exhibition 

25. Red pplc e. hibiti n 

26 . .._ uperi r entre (All tim , h pping Mall) 

27. 11 inclu i-.:e h ppin' all 



28. The Shopping Mall 

29. Nairobi Stalls. 

30. Rosinnah Exhibition centre 

31. Terry Exhibition 

32. Delight Business entre 

33. Commodity ·ntcrpri cs 

34. Bazaar Shopping Centre 

35. Dubai Shopping entre 

36. Baraka Exhibition 

37. P. Fashions Exhibition 

38. Mucert Exhibition Centre 

39. Omar exhibition Centre 

40. New Caring III Shopping Mall 

41. Kike Textiles Mutarabara Mall 

42. Joy land Exhibition 

43. Exhibition Sekea Sales 

44. Exhibition Jopo Shopping Point 

45. Perida Centre 

46. St. Bakhita stalls 

47. Tsavo Road trade Centre 

48. Habari Bazaar Exhibition 

49. Sunning Hill Exhibition 

50. Mbiritech exhibition 

51. Al-noor exhibition 

52. Latema road exhibition 

53. Khuzeema Moh in Mamujee xhibition 

54. Mamujee free market 

55. I ryv. d market entre 

6. G neral 1:. ·hibiti n 

7. oko cntr 
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58. Nijimatt Sales Exhibition 

59. Luthuli Trading Complex 

60. Edma Exhibition 

61. Nkimwa Sales Exhibition 

62. Special bargain 

63. Dry wood Mark t ntr' 

64. Mamujcc Free Market ~ hibiti n 

65. Mecca Shopping entre 

66. Star world market 

67. Torson exhibition sale 

68. Concepts Shopping Mall 

69. Al-noor Exhibition III 

70. Kassico Trade Centre 

71. Superior Arcade Centre 

72. All time Shopping Complex 

73. Beauty shopping mall 

74. New Kansas II Shopping Complex 

75. Central Stalls Exhibition 

76. Haaki Stalls Exhibition 

77. NewNyama Shopping Complex 

78. Sunbeam Shopping Complex 

79. Phiokam Exhibition Centre 

80. Alfulela Exhibition 2001 

81 . Bilal Exhibition Centre 

82. Old Nation Exhibition Centre 

83. Moonlight exhibition 

84. ummit ·xhibition 

85. n entre 

86. l· . hi n , tall 

7. M dukha hibiti n 



88. Mishal exhibition 

89. New Accra house Exhibition 

90. World business Centre 

91. Mago General Exhibition 

92. Gilat Market Centre 

93. Sunshine Exhibition 

94. Red Apple xhibition 

95. Superior entre h pping 1all 

96. Eleven Exhibition Centre 

97. Theofillas Exhibition Centre 

98. Techno trade Pavilion 

99. Biggest Bargain exhibition 

100. Faulu Kwa Soko exhibition 

101. Shelly Shopping Complex 

102. Jecca Centre 



APPENDIX 4: NAIROBI CENTRAL BUSINESS DISTRICT MAP 
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