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ABSTRACT

The purpose of this study was to investigate tlotofa that influenced the growth of
youth owned micro and small enterprises in TigaMast Division of Meru County-
Kenya. The study was guided by five research oivest Research objective one sought
to determine the influence of business environno@ngrowth of youth owned micro and
small enterprises. Research objective two soughastess the influence of business
characteristics on the growth of youth owned miara small enterprises. Research
objective three sought to assess the influence@atknetworks on the growth of youth
owned micro and small enterprises. Research obgefbur established the relationship
between demographic characteristics on the growtiioath owned micro and small
enterprises while objective five sought to detemrimow accesses to financial resources
affect the growth of youth owned micro and smalteeprises. The study employed
descriptive design and targeted 163 youth entrepmsnaged between 18-35 years from
Tigania West Division of Meru County. Findings ralexl that there was a significant
relationship between age and growth of youth owmédo and small enterprises. There
was a significant relationship between the gendethe youth and growth of youth
owned micro and small enterprises. There was afisignt relationship between highest
level of formal education and growth of youth ownemcro and small enterprises.
Young entrepreneurs should be provided with edacatn how to be effective in their
business; the government should reduce taxationpaomlde youth entrepreneurs with
starting business fund. There is need to cultivatthe youth positive attitude towards
self employment enable them understand that foemadloyment is not the only way of
self development. The study also recommended tiatetiucation curriculum should
assess the need of including entrepreneurship dslge that the youth can be prepared
to take up entrepreneurship and there is need fweT the youth in identifying their
abilities in the entrepreneurship. The study suggkthat an analysis on the factor that
influences implementation of youth development @ohmong young entrepreneurs and
a study on the effects of formal training on thieetiveness of youth entrepreneurship to
be carried out for further studies.



CHAPTER ONE

INTRODUCTION

1.1 Background to Study

Unemployment for young men and women remains ab legels around the world.
Kenya is no exception. According to the Internagiolcabour Organization (2011), there
are more than 1 billion young people in the worlthwhe global youth unemployment
standing at 14.4%. The youth population in Afri@nstitutes about 37 percent of the
total labour force, a social category that is prtgd to expand more rapidly than
anywhere else in the world. The youth unemploynmrate in Kenya increased to 40
percent in 2011 from 12.70 percent in 2006(Keny#iddal Bureau of Standards, 2011).
The unemployment measures the number of peopleefctiooking for jobs as a
percentage of the labour force. The Kenyan youdsegmt the age group mostly affected

by the failure of the economy to generate sufficgoductive and sustainable jobs.

In order to respond to this high rate of unemploytm@olicy makers are increasingly
focusing on encouraging young people to create tven jobs. Various governments are
taking an increased interest in promoting the ghoaftentrepreneurship. Individuals are
encouraged to form new business and are providédsuch government support as tax
incentives, buildings roads and a communicationtesysto encourage this creation
process. This will be of paramount importance bseahe size of the projected growth
of the labour force, even under the best of scesathe expansion of wage and salary
jobs will not absorb the majority of the future dalv force. The informal sector will

continue to take in a large share of labour formevth especially in sub- Saharan Africa.



According to Louise and Melissa (2001), small anédmam scale enterprises are
universally acknowledged as effective instrumerds €émployment generation and
economic growth, even in countries with large coagions, such as the United States,

MSES contribute a very substantial percentage tol@ment.

According to ILO (2006), MSES contribute signifitgrnto occupation freedom of choice
and give a vast number of people the opportunityet®eive vital incomes and provide
high numbers of persons with jobs. The Kenyan egoogurvey of 2006, states that the
sector contributed over 50 percent of new jobstecka year 2005. In most developing
countries, MSEs constitute the vast majority ofmBr generating a substantial share of
both overall employment and output. Given theimgigant economic role, one might
expect MSE growth to drive overall increases irpatiand income levels. In many cases,
however, their largest economic contribution appéame one of maintaining rather than

generating new employment and income for the poor.

Moreover, past statistics indicate that three dudive businesses fail within the first few
months of operation (KNBS, 2007). Entrepreneur® farany obstacles that limit their
long-term survival and development. Research orldmainess development has shown
that the rate of failure stagnation in developingurdries is higher than in the
development World (Arinaitwe, 2002). Scholars hangicated that starting a business is
a risky venture and warn that the chances of smaliness owners making it past the
five-year mark are very slim and should therefaggaliop both long-term and short-term
strategies to guard against stagnation (Sausels ZBf@r the past years, the Kenya
government has pursued policies that should profedile ground for small-business

including:



Sessional paper No 2 of 2005: development of mé&rd small enterprises for wealth

creation and employment creation for poverty reiduact

1. Kenya'’s vision 2030

2. Micro and small Enterprises bill 2011.

In the light of these support and incentive progaimwould seem reasonable to expect
that small business would grow and flourish in Kanidowever, the effectiveness of
these programmes remains unclear, and the ratasofidss failure continues to increase
while others stagnate. Accordingly, this study exgs the factors influencing the growth
of youth owned enterprises despite all the programndespite all the programs

established to help them succeed.

1.2 Statement of the problem

The importance of MSE Sector in general and YoutBBvdevelopment in particular
cannot be overemphasized. They are considered nadreur intensive, efficient,

equitable in distributing the income that they gates widely dispersed geographically
and good in nurturing of entrepreneurs. It is doented that the government of Kenya,
financial institutions and NGO’s have offered sugpgdo the development of this sector
through financial intermediation, infrastructuredapolicy (GOK, 2005).The Poverty
Reduction Strategy Paper (1999-2015) supports mard small enterprise as key
strategy for elimination of poverty and unemploymedowever, in spite of this, the
youth owned micro and small enterprises continuitand stagnate. Only a few MSEs

grow to employ 6 or more workers. Moreover the omsra these enterprises do tend to



be disproportionately poor with the incidence olvgmy within MSEs higher than in
medium large firms. The failure of MSEs in a coyntrad a negative effect on any
economy, especially developing economies with Bahitapital (Okpara, 2007) while a

success rate would result in an improved or goot@ay.

This study, therefore, sought to investigate tlutofis that influence the growth of youth
owned micro and small enterprises in Tigania Wasision of Meru County. The study
is important as it provides researchers, policy ensland administrators with valuable
information and findings on growth of youth owneatezprises. The study also would
complement other studies that have been done amtlyraf youth owned enterprises in

Kenya.

1.3 Purpose of the Study

The purpose of this study was to investigate tlogofa influencing the growth of youth

owned micro and small enterprises in Tigania Wastsion of Meru County.

1.4 Research objectives

The following were the objectives of the study

I. To determine the influence of entrepreneurs’ charetics on the growth of

youth owned micro and small enterprises.

ii.  To assess the influence of enterprise characteyisti the growth of youth owned

micro and small enterprises.



To assess the influence of access to financialuress on the growth of youth

owned micro and small enterprises.

To establish the relationship between businessre@mwient and the growth of

youth owned micro and small enterprises.

To determine how social networks influence the dghowaf youth owned micro

and small enterprises.

1.5 Research Questions

What is the influence of individual characteristas the growth of youth owned

micro and small enterprises?

How do business characteristics influence the dravfityouth owned micro and

small enterprises?

To what extent does access to financial resourdéagence the growth of youth

owned enterprises?

How does the business environment influence thevirof youth owned micro

and small enterprises?

What influence do social networks have on the ghooftyouth owned micro and

small enterprises?



1.6 Significance of the study

Job creation by small business is an importantlfpoant to public policy and has been
the subject of much empirical research. In kengaious policies have been put in place
to promote establishment and growth of the secfbese include but not limited to
Sessional Paper Number 2 of 1992, a strategy foallSEnterprises Development in
Kenya and Expanded Opportunities Program and Yguatployment Summit (YES). If
small businesses have the capacity to create tjods,how will public policy help realize

this potential for as many businesses as possible?

In order to address this issue it is helpful tadretinderstand the factors involved in the
growth of micro small businesses. However, the brhaliness sector is hardly
homogenous. Very small businesses include theesatloyed, micro-businesses, most
start-ups and many more. Not all of these busisease equally capable or willing to

grow. Blanket approaches to small business mayefbier be less effective in

understanding growth, given the different perforoemutcomes of different types of
small businesses. Research efforts targeted aifispigpes of small businesses may be

most helpful in fostering such understanding.

Moreover, the Tigania District Development PlarR608-2012 identifies the MSE sector
as a priority sector in the development strategytli@ district mainly as intervention
check unemployment. Therefore this study was Mital all program designers and
implementers because it would show how variousryetgion works to influence the

growth of micro and small enterprises growth.



1.6 Delimitation of the study

The study involved selected youth owned MSEs inafig West Division of Meru

County and the researcher knew the division wdlle Jouths under study were those
youth entrepreneurs aged between 18 and 35. THg wtas also delimited to a specified
period of time (April 2013 to June 2013).The aréastady covered was familiar to the

researcher and some of the variables were observabl

1.7 Limitations of the Study

The challenges encountered were time, languageéebamd financial constraints. To
address the language barrier constraint, the reser@nelped in translation of information

from English into Kiswabhili.

1.8 Assumptions of the Study

The respondents cooperated and the responseaat@3fo.

1.9 Definition of Significant Terms

Micro and Small A micro-enterprise means, a firm, trade, servindustry or a
Enterprise: business activity whose annual turnover does notex five
hundred thousand shillings and employees less tean
people. A small enterprise means a firm, tradeyicer
industry or a business activity whose annual tuencanges
beaten five hundred and five million shillings ammployees

between ten and fifty people. (GOK, 2011)



Micro and Small

Enterprises Growth:

Government Policy:

Kenya’s Vision 203

Enterprise:

MSE growth refers to the increase of size and other

guantifiable measures and process of changes iraprent
(Penrose, 1995). This paper measures growth byid=rmg
the changes in employment. Employment figures aedu
because they offer standardized comparable datat dhe
rate and direction in which a firm has been expaqdi
Government policy refers to government actions giexi to
affect economic activity and pursue one of moreneatic
goals. In the context of this study it involves firenciples or
guidelines to control the operations of the MSE#hini some
legal and economic frameworks, as MSEs are keatimmal
economic growth

Kenya Vision 2030 is the country’s development pang
covering the period 2008 to 2030. It was launched @June
2008 by the President. It objective is to help $farm Kenya
into a “middle-income county providing a high qialiife to
all its citizens by the year 2030". Developed tlglowan all-
inclusive and patrticipatory stakeholder consul&tprocess,
the vision is based on three “pillars”: the econgrtine social
and the political, (GOK, 2008).

An enterprise is a business organization that iméa and
which provides goods and services, creates joltribates to

national income, imports, exports and above altasnable



Entrepreneur:

Youth:

Gender:

economic development. In a more concise or syrthesy,
an enterprise is a business Venture. This paper thgeterm
interchangeably with business and firm.

This refers to the person who starts an enterpfise.process
of creation including originality capabilities dkil and
difficulties is called entrepreneurship.

Youth is best understood as a period of transifrom the
dependence of childhood to adulthood independenwy a
awareness of our interdependence to define thatpgrin
Kenya there are various age-based definitions afithyo
National youth policy defines youth as persons atjge80
years. The new constitution defines youth as dlividuals in
republic of Kenya aged 18 years who have not adthithe
age of 35 years (GOK, 2010). This paper adoptsi¢fi@ition
of a youth as stipulated in the Kenyan constitubb8010.
Refers to socially constructed roles, behavioursyidies and
attributes that a society considers appropriatenfien and

women.

1.10 Organization of the Study

The study is organized in 5 chapters. Chapter fodoices the study, including the

research background, the research problem, thearotseobjectives, the specific

objectives, the significant of the study and thé&rdtgon of significant terms. Chapter 2

presents reviews of relevant literature from whretevant the theories and concepts



relating to the study were addressed and reviewmefious empirical findings linking
entrepreneur and business characteristics, buser®@ssonment, availability of capital
and social networks to the growth of youth ownetegmises. Chapter 3 presents the
methodology followed in data collection and measyiof the research variables. Chapter
represents data analysis, presentation and intetjpre while chapter 5 presents the

summary of findings, discussions, conclusions awdmmendations.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This literature review discusses previous studedsvant to the researcher’s topic of
study. The study within this review of literaturgctises on objectives set out in chapter
one. By exploring these areas of literature, aiic@mt contribution is made to this
research. The first section of the review focuseshe importance of micro and small
enterprises and youth entrepreneurship. Secortdhfactors influencing growth of micro
and small enterprises are reviewed and finallydtwceptual framework of the study is

stipulated.

2.2 Importance of Micro and Small Enterprises

The significant role of small business is eviderduad the world. In developed and
developing countries worldwide, micro and smallegptises are making their mark on
the economic landscape due to their strategic itapoe in re-engineering the industrial
sector. In the UK, Germany, Italy and Spain, MSEsrasponsible for an average of 70
percent of job creation (World Bank, 2010). In US#e World's largest national

economy, 50 percent of the GDP is the being crebtethusinesses that were not in
existence a mere decade ago. Consequently, fadingtegrate young people into the
labour market has consequences for youth, theiilieantheir communities and the

development of countries. There is growing awargnamong countries and the

international community of the importance of tagpithis important resource (GEM,



2010). Developing countries as well as developathtees, are investing considerable
resources in youth employment programmes and yenttepreneurship is increasingly
seen as part of a solution to address the youthlogment challenge. The average
Kenyan MSE employs 1-2 workers while over 70% emmoe person. The lower ends
of these MSEs are often confined to subsistencel@mudvalue activities. Only a few

MSEs grow to employ 6 or more workers. Accordingdsearch findings, MSEs have
high mortality rates with most MSEs not survivingybnd three years. This phenomenon
has made it very difficult if not impossible for MS to grow into medium and large-

scale enterprises. Consequently, a gap is lefttregun a weak base for industrial take-

off and sustainable development (KNBS, 2009).



Table 2.1 Micro and Small enterprise sector: Numbenf people engaged by Activity

in Kenya 2003-2008)

Activity Number (Thousands)

Number
2003 2004 2005 2006 2007 2008

Manufacturing 1,199.3 11,3183 1,433.6 1,492.7 1567 1,642.5

Construction 158.9 173.7 190.2 194.7 202.8 211.2

Wholesale and retail,3,256.6 3,631.9 3889.7 4,177.3 4,446.2 4,714.6

hotels and restaurants

Transport and 165 186.5 197.8 214.2 228.8 243.3

communicatios

Community, social and514.5 576.2 614.1 668.2 715.4 762.3

personal services

Others 252.1 280.2 301.1 321.5 341.3 361.1

Total 5,546.4 6,167.5 6,626.6 7,068.6 7,501.6 /B35

Source: KNBS Economic Survey 2009



MSEs contribute to the Gross Domestic Products (AD#ifferent countries. This is the
value of a country’s overall output of goods and/ises typically during one fiscal year
at market prices excluding net income from abrdadhle 2.2 presents the contribution of

MSESs to GDP in different countries.

Table 2.2 Contributions of MSEs to GDP

County Tanzania South India Uganda Morocco Kenya
Africa
Percentage| 20 60 45 30 49 20

Source: World Bank Report 2004

2.3 Youth Entrepreneurship

Entrepreneurship has been defined in many waysmB&007) define entrepreneurship
as a field of business that seeks to understandoppertunities to create something new
arise and discovered or created by specific ind&isl who then use various means to
exploit or develop them thus producing a wide raafeffects. In addition, the OECD
(2001) defines entrepreneurship as the economieitgctindertaken by building risk-
taking creativity and or innovation with sound mgeent within a new or an existing

organization.

In addition, Chigunta (2002) states that youthepreneurship involves the development

of entrepreneurial attitudes, skills and opporiesifor young people from middle school



through young adulthood. Entrepreneurship is alfmdd as the practical application of
enterprising qualities such as initiative innovati@reativity, risk-taking into the work

environment using the appropriate skills neces$arysuccess in that environment and
culture. Youth entrepreneurs are distinct from aduitrepreneurs and must confront
specific challenges to business start-ups and g¢rowese challenges include limited

resources in form of capital, social and employmmatévorks and work experience.

It is now widely accepted that there are many g@asdons to promote entrepreneurship
among the youth all over the world, Kenya includ€dnyon and white (2011) in their
assessment of entrepreneurship based on youth ymghd policies strategies and
programmes for the international labour organizdtitO), suggest there are right
reasons for promoting youth entrepreneurship. Thestude creating employment
directly for the owner and indirectly for those émploys, provision of valuable products
and services for their society and creation ofrssgseof community-one in which young
men and women are valued and better connectedcdietwoSimilarly, Deed, (2001)
affirms the same and acknowledges that youth emgersprevitalize the local community

through provision of valuable goods and servicabé¢osociety.

2.4 Factors influencing the growth of youth ownedmerprises.

While small scale and micro enterprises undoubtatiie important contributions to the
world’s societies economics, they generally feddiralts in terms of growth. This is
attributable to different factors. According to Nty (2001), only 20 percent of micro
enterprise actually experience growth. Statistnckciate that three out of five businesses

fail within the first few months of operation in Kga (KNBS, 2007). The survival of



MSEs is not optimistic around the world. Accordynglarious researches show that,
68% of all MSEs in the United States made theit #8m business within 5 years. Only
19% survived from 6 to 10 years and merely 13%eq@rtor more than 10 years (World
Bank, 2009). In Europe only 65% of MSEs survived ificore than 3 years and 50%
survived for more than 3 years and 50% survivednfiore than 5 years (Abdesselam,
2004). In the following section, the literature i@v focuses on factors influencing the

growth of youth owned enterprise.

2.5 Entrepreneur Characteristics

Past studies have focused on entrepreneur chas#ctencluding entrepreneur’'s age,
gender; previous work experience and educationl lagekey factors influencing the
growth of micro and small enterprises. In this gtuthe same factors have been
examined. These factors were chosen because vaesearchers had found a significant
relationship between the factors and the growtN8Es (Storey, Wiklund and Shepherd
2003). The education qualification is an asset pe@r@on in every field. It not only gives
confidence but also help in solving various proldemccording to Hirsch, (1990),
Krueger (1993), a higher education level helpsethteepreneur to have better knowledge
and skills which contribute to the success of thanture. In addition, Lussiers and
Pferfer (2001) empirically found that entreprenewrth higher levels of education and
competencies were more successful in growing theisinesses as compared to

entrepreneurs with little or no education.

Similarly, a study conducted by Kim (1996), invelgi entrepreneurs in Singapore,

demonstrates that, after entering the entrepresleworld, those with higher levels of



education were more successful because universitication provided them with
knowledgeable and modern managerial skills, makimgm more conscious of the
business world and thus in a position to use thearning capabilities to manage
business. However, the national educational systethe UK has shown that it may
work against the nurturing of entrepreneurship [Gibh987). This is also asserted by
Solomon (1989) who argues that most college cutma in America prefer to teach

students how to become proficient employees insdéadccessful business persons.

In addition, Nichter and Goldmark (2005) argue tralucation may harm MSE growth
in cases which owner’s divert their attention tohest attractive opportunities.
Accordingly a research on small manufacturing firmsChile found that university
education did not include higher efficiency becatisehighly educated owners paid little
attention to monitoring their labor force (KirbypD@3) this is inconsistent with Kim’s
study. Nevertheless, according to a studies invi&ma and Zimbabwe, business owners
who had completed secondary school ran faster ggpfiims than those proprietors who
had no schooling (Vivalleri, 2004).Actually an amloinal year of schooling was found to

raise entrepreneurial income by an average of 5.5%.

A characteristic of entrepreneurship is that itdeemo pervade family life. Research by
(Bannock 1981) revealed that the children of seiplyed parents were more disposed
to entrepreneurship than those of employed parehie many new ventures owe their
success to the support of the family through thavision of funding and access to
markets. Accordingly school a study in Sri-Lankajes that youth who are motivated by
opportunity come from middle class backgrounds veigif employed, professional or

entrepreneurial parents. This shows that pareatsrgyortant role models.



It is commonly held that role models are importamt promoting the concept of

entrepreneurship in society. According to Ander§®05), the existence of role models
in a society will have a positive effect on the elepment of entrepreneurship and vice
versa. In addition, Reynolds (2002) argues thatitiaence of credible role models is
widely recognized as an important factor in onefspensity to start an enterprise.
However, according to Kirby (2003) role models redtkect when the population they
intended to influence needs to be able to relatthém. In the same token, Reynolds
(2002) suggests that the closer the model matdteegroup to be influenced, the more
effective role modeling becomes. Women are morelyiko be influenced by the

experiences of other women.

Work experience is generally considered to be apomant asset as it provides an
individual with useful knowledge and skills. Accarg to Staw (1991) experience is the
best predictor of business success especially Wwemew business is related with vast
experiences. Entrepreneurs with more experiencesnamaging business are more
capable of finding ways to study new business coethao employees with different
pathways. Correspondingly, a study in Kenya foumat tkenyans with at least seven
years of work experience expanded their firms nraggdly than those without such
experience (Mead and Loedholm, 1998). Work expegamontributes to MSE growth by
expanding the capabilities of MSE owners and eng®#eythrough the acquisitions of
skills and knowledge and by expanding entrepreseswcial network (Nichter, 2005).
Accordingly, the entrepreneur’s age can be a detamh of enterprise growth because

entrepreneurship is particularly challenging fomyaersons starting up.



Many studies have examined the influence of entregur's age on the growth and
performance of the business. A study by Reynold®@R revealed that entrepreneurs
who were less than 30 years seemed to grow mofispiftan those over 30 years. This
was explained by the fact that they were still ygpuenergetic and full of enthusiasm. The

study however revealed that sales were not infleedy marital status.

According to Kumar (2007) persons over thirty fiyears of age who entered self
employment were likely to have greater survivalrades. However, he argues that 50%
of entrepreneurs who started at the age of 25-a@sye@ere successful in growing their
businesses, suggesting that entrepreneurs whedtiir enterprises at early age were
more successful. This gives a difference betweevival and growth in relation to age.
However there seems to be recent debate about dhk @ge for entrepreneurs. A
commonly held belief is that younger founders appéa inspire waves of innovating
like in the mid-1990s and even today with face hoskile older entrepreneurs launch
sustainable business (Ressi, 2011). However, Caf2la®8) argue that youth below 30
years lack management experience or the knowleegded to conduct a strong growth-
oriented business but middle aged founders bemgfifrom some experience yet
retaining the energy necessary to drive a busifoegsrd were more likely to grow their

business.

Women own and operate the majority of MSEs in mdayeloping countries in part
because of the ease of entry and their limited sscte alternate opportunities (Rubio,
1991). However, women who operate in the microfgnige sector tend to have lower
education, less formal, have little work experieracel are initially driven into self-

employment by economic necessity. According to Mf®E baseline survey in 1999,



13.7% of women have no formal education, as conapar®.8% of men (KNBS, 2009).

In addition, women commonly have access to mark&isdies have showed that men
travel further geographically than women to buyuitsp enabling them to enjoy lower
prices and higher quality products. Such challertigagswomen’s MSE'’s face make them

grow at lower rates.

2.6 Influence of Business Environment on the Growtlof Youth Owned Micro and

Small Enterprises

Business environment refers to the external enwient and include factors outside the
firm which can lead to opportunities for or thredts the firm. Every business

organization has to interact and transact withetwironment. Hence, the business
environment has a direct relation with the orgaira Barriers in the business
environment can have a negative impact on youthg gdnerally lack experience and
links to professional networks (UNDP, 2012).The ulatpry and institutional

environment in developing countries is burdensonteerwcompared with developed
countries. This frequently hampers small enterpmgewth. Econometric analyses
underscore how these challenges disproportiondtalyn smaller enterprises (Beck,
2004). He argues that for instance, strict regotatiand high taxes may keep firms small
informal, thereby contributing to increased traisaccosts from problematic property
rights protection and contract enforcement. Reguyaand institutional challenges may
also deter MSE owners from making growth-enablimgestments. For example, import
duties on capital equipment (for example, sewinghirees may disproportionately hurt
MSEs. Typically, larger firms bypass these duties dpualifying for investment

promotions, and they may be preferred in allocatipnocesses (Liedholm, 2001). In



addition special subsidies and trade protection ofer greater benefits to larger firms,
who are often more capable of lobbying (Tybout, @0Gimilarly, smaller firms more
frequently reported government policies were unigtallle, and this uncertainty was

another factor yet reducing growth- enabling inrresits (World Bank, 2005).

Ironically, government policies that actually aim benefit MSEs may also suppress
growth if they provide disincentives for employmeskpansion. For example, India
offers attractive incentives to small enterpridest by some accounts, these measures
backfire because growth beyond a specified lev&dilsnvalued benefits. For example,
the manufacture of certain products in India ieresd for small firms, which reduces
incentives for firm expansion (World Bank, 2005pn®% owners even split up their

MSEs into several enterprises in an effort to ntaken look smaller (Kashyap, 1988).

While African MSEs face significant obstacles tltan affect their development and
growth, these vary from country to country. Som&egoments make it increasingly
difficult for local business to flourish through foensome regulation that lengthens
procedures and raises the shakes of failure. (OEXDQ).Effective regulatory policy
and market openness support each other in opepipgtinways for innovation; enhance
consumer benefit and entrepreneurship (OECD, 2B&8hgnizing the prime-mover
status of entrepreneurship, the Kenyan governmastirhplemented a wide ranging set
of strategies to encourage youth to initiate tloeun businesses. One of the strategies

obviously is to reduce the regulatory barriers.

According to Kiraka, (2009) Kenya’'s MSEs are paitaely inhibited by cumbering laws

and regulations, most of which are out with theeoir development realities.



However, an enabling legal and regulatory enviramnieimperative for the MSE sector
to play an effective role as an engine for growtdvesty, reduction and employment
creation (session paper No.2 of 2005). It was zedlithat the bureaucratic and lengthy
process of transacting business with governmentage adversely impacted negatively
on the operations of MSE’s by diverting the scaresource from production to

housekeeping (KNBS, 2009).

Improvements to and expansion of physical infrastme are indentified as necessary
components for economic development. Many of tles ldeveloped countries have
difficult geography with remote areas, difficultri@n with poor roads, and an

inhospitable climate (World Bank, 2004).

Many emerging countries have a poorly developethgtfucture and suffer unreliable
and often poor-quality supplies of utilities sucls @&nergy water and power.
Telecommunication and transport are often slowwaméliable and it has been suggested
that mobile phones could become the most signifiastor in developing the emerging
market economies by enabling entrepreneurs to conuaie with distant business

contacts and the global market in a way that hasmigeen possible before.

Another aspect of the business environment is tieenployment rates in the economies.
High levels of unemployment encourage individuats dffer themselves for self
employment. This is evidenced by the rate of groefthiouth enterprises with the rise in
the national unemployment rates (KNBS, 2009).Thaide of white color jobs and the
downsizing of corporations have encouraged bothvitdals and governments to

explore the opportunities afforded by entrepren@pras a means of bringing more



members of the population into economic produgtiiirby, 2003). Thus the awareness
of self- employment is raised as an alternativartemployment. However, it is not clear
if the awareness of the unemployment levels inet@nomy will make the youths work

harder to achieve growth in the enterprises.

2.7 The Influence of Enterprise Characteristics onGrowth of Youth Owned

Enterprise

Business characteristics comprise a number ofrdiftefactors that can affect business
performance. The factors include years of estaflesit, legal status, the sector or
industry that the business operates and locatiompifical studies in the US have found
that there is a negative relationship between fynowth, age and size, as predicted by
Jovanovich model', (Evans, 1987). However, BircB8{@) argues that, among small
firms, older firms grow faster than younger onesijlevamong larger firms there is a
tendency for growth to decline with age. Luidin @29 found that firm growth decreases
with firm age for firms with fewer than 25 emplogedut increases with firm age for
firms with more than 25 employees. Given that amgle consists of micro-firms, we
would expect to find a negative relationship betmvgeowth and age of the firm. Delmar,
(1998) demonstrate that incorporated firms — fiumsler limited liability — have higher
growth than unincorporated firms. Several factmsld explain the association between
corporations and firm growth. Corporations have #gdity to issue stock and their
stockholders have the freedom to resell their stdtks ability facilitates the process of
raising capital for expansion. Entrepreneurs' etgiems also play a role. Their choice of
legal form could reflect their assessment of thgrele of risks of the project undertaken

and their incentives for investment and growth $&en 1998).



Tax treatment of profits and equity and the liapibf the owner under the various legal
forms could also affect the entrepreneurs’ incestifor investment and growth. Owners
of unincorporated businesses are fully liable wiitleir entire personal assets, while
owners of incorporated businesses are only liapléouthe amount of their share in the
business. The advantage of a limited liabilityasicterbalanced by increased tax liability
and legal complexity. Current profits and equityuoincorporated businesses are taxed
in proportion to the owner's share, while both coape earnings and wealth are taxed at
the corporate level. The interplay between these factors could affect investment

decisions and thus,

Previous studies of firm performance have foundstautiial differences by industry, with
small firms in retail and personal service sectuaging lower growth rates (Reynolds
1987, Cooper, 1994). This empirical observationl¢aaflect differences in production
technologies inherent in specific industries thatdhan impact on the determination of
the "optimal size" of the firm. Thus, surviving lnssses in industries characterized by a
high degree of economies of scale are expectedhibie higher rates of growth than
surviving firms in industries where scale economiae relatively unimportant

(Audretsch, 1995).

In retail and personal services, start-up barrievay be lower and more intense
competitive pressures may characterize these sedtoaddition, products or services in
these sectors may be easily imitated. In contpastjcipation in industrial businesses or
professional services may be highly dependent aog specific sets of capabilities or
requirements developed through prior experiencesducation that render imitation

difficult.



2.8 Influence of access Finances on the Growth ofoMth Owned Micro and Small

Enterprises

A major constraint to the growth of Youth Run Epté&es (YRES) is lack of access to
finance. While potential youth entrepreneurs andteyg YREs generally lack access to
credit in both developed and developing countties problem is particularly acute in the
latter (Chigunta, 2002). Empirical evidence suggetbiat retained earnings are the
predominant source of financing among growing M8&soper, 1994). However, more
successful MSEs use more external sources of fingnsuch as financial institutions,

venture capitalists and individual investors, thdm less successful firms. Previous
research shows that, not only are there few micraate institutions in many countries,
but those specifically targeted at youth are ewwef. Reviews of 902 organizations in
96 countries listed under the Microcredit Summ@suncil of Practitioners revealed that
there were only 21 organizations with ‘youth’ irethtitle (Curtain, 2000). Admittedly,

there are credit schemes directed at young peapl¢he mainstream microcredit

organizations, but surveys reveal that youth areuaserrepresented group (Drucker,
1985). Lack of sufficient collateral, experiencedabiases further disadvantaged the

young people (Chigunta, 2002).

It is also important to note that many micro-cresithemes, especially youth credit
schemes, have failed in many countries. The suaakefise Youth Enterprise Fund in

Kenya is quite doubtful considering the rate ofnla#efaults that have been reported
(GOK, 2012). The overall message from the failufethr@se schemes, suggests that
success or failure in terms of financial viabilggd servicing the poor, in this case young

people, largely depends on the design of the pnogra (Curtain, 2000).



In addition, Saleemi (2009) argues that entreprengudeveloping countries do not get
adequate finance from the organized banking settm .banks insist on security and also
a number of formalities and documentation. Dueotonglities and documentation, small
enterprises depend upon unorganized sector thagecligh interest rates making them
get caught in debt trap. For various reasons ranffiom a lack of collateral to bias

against small firms, youth MSEs tend to face grefancial constraints than do larger
firms. Empirical studies provide evidence about ¥eys in which reduced access to
finance hinders firm growth (ECA, 2001). MSEs ievdloping countries apply for and

receive formal bank loans relatively infrequenthydathus rely on other types of credit
such as trade credit, overdrafts, and informaldoafcrofinance institutions also provide

important sources of financing for MSEs, but thmitreach is more limited than that of

traders, especially in rural areas (Curtain, 2009).

In the same token, a study conducted in South Afbg Fatoki and Garwe (2010),
Stevenson and stone (2005) revealed that the pnobolie access and availability of
finance to entrepreneurs in south Africa was rand@cbnd after lack of entrepreneurial
and management competencies in most inspiringly esting entrepreneurs in the
MSEs sector in South Africa, consistent with thedgtby Hermington and Wood (2003)
who also conducted their studies in South Africewdver, a research by Bowen, Morara
and Mureithi (2006) relegates access to credibtoth place with competition and poor
security ranking first and second respectively. deer, the degree to which limited
financial resources alone are a major obstacletilisdebatable. Okpara and Wayne

(2002) in a study in Nigeria found that 65.6% of thhms studied depended entirely upon



personal saving for capital, 10.9% had accessvio®a9.4% used commercial banks and

7.8% drew resources from partners, shareholderetued resources.

While MSE owners often claim insufficient credit tir pressing obstacle, enterprises
financial growth percentages may not always coorgpo actual growth trends (Okpara,
et al 2002) Access to finance may be necessaryisboot a sufficient condition for

growth.

2.9 Influence of Social Networks on Growth of YouttOwned Enterprises

The term social networks is used to refer to retethips between individuals, Socio
networks of entrepreneurs have been found to plagnportant role in the establishment,
development and growth of small business (Jensedl)2 The recognition that social
networks can be a sustainable basis for small bssigrowth has been brought about by
examination of ethnic businesses. Social netwodss &ssist in mobilizing resources,
getting support and help, creating legitimacy dgistart-up and growth, and establishing
viable business relations. The Taiwan family eniseprelies extensively on networks of
Kin and friends for strategic resources such asugbcapital and information (Mark,
1992). The performances of enterprises in thest fiyears have been found to be
influenced by both the size of entrepreneurs’ neétwoand the interconnection and
frequency of relationship of its members. Accorthngnany female business owners

tend to take the advice of business colleaguedramtis very seriously (Hansen, 1995).

Similarly, in examining the success rate of stagaprepreneurial companies in terms of
survival and growth, the more successful entrepnengvere found to be those who

participated in a network with other entreprenewsd received help or emotional



support from their social and personal networks ifd/oBank, 2002). Women
entrepreneurs have been found to have differestopat and social networks from men

(Aldrich, 1989).

2.10 Theoretical Framework

Business literature dealing with the reasons faalkfinm growth can be categorized into
two schools of thought. The first adheres to anaoizational life cycle perspective,
which sees growth as a natural phenomenon in tb&utean of the firm. The second
school of thought sees growth as a consequenceatégic choice. In either case the
attributes of the business owner, organizationsbueces and environmental opportunity
are crucial in expanding the firm or in overcomithg barriers to the evolution of the

firm from one stage to the next (Cooper, 1994).

In economic theory, it is assumed that the firmwglois independent of firm size
although this law may only apply to firms that haatained the level of minimum
efficiency. The economists view on enterprise gloweflects the effects of different
supply and demand conditions on different sectordifferent points of the business
cycle (Cooper, 1994). The minimum efficiency coiutit suggests that in general,
growth may also be linked to the enterprise ofdivaers and the mangers, the collective
experience of the enterprise itself as an orgaoizaand the organization of modern

skills and practices through management developamahstaff training.



2.11 Conceptual Framework

Based on the literature review and the Economiortheeview the conceptual framework
for this study is developed to propose how entmgue characteristics, enterprise
characteristics, the business environment, acoefssance and social networks influence
the growth of youth owned small and micro entegwidn order to start and maintain a
successful business many factors are supposed tanb&zed. This framework

categorized factors influencing growth of microdasmall enterprises as access to

finance, enterprise characteristic, business enment, social networks and individual

characteristics.
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The conceptual framework suggests that:

There are significant relationships between enémgur characteristics and the growth of
youth entrepreneur’s age; work experience and gedelermine. There are significant
relationships between entrepreneur characteriatidsthe growth of youth entrepreneurs.
There is also a relationship between social netsvaikd enterprise growth. Higher
number of social networks leads to faster growtlemterprises because of the support
derived from such networks. Young people have gohinetworks leading to them having

limited social capital.

The enterprise environment also affects the ensspgrowth. These include the
infrastructure and the regulatory processes. Bual®e regulations hinder growth while
provision of infrastructures promotes growth. Mom@Q young entrepreneurs are
typically less educated and less connected to bssimetworks than their adult
counterparts. This constrains their ability to dabtahe relevant information and

understand the regulations in their business enmemt. The characteristics of the firm
influences growth. Adaption of technology lowersstsoof production hence increased
profit margins. Young people are likely to haveslexcess to financial capital from
inheritances or more typically from capital accuatet in house ownership or from

personal savings. Due to their limited savings gpentrepreneurs face notably greater

challenges to obtain credit resulting in them nmgdusiness opportunities.



2.12 Summary

The chapter has presented the literature reviedactors influencing growth of micro
and small enterprises. Different literature wasieeed on influence of entrepreneur
characteristics on growth of youth owned entergristhe influence off business
characteristics, influence of business environmieflyence of availability of capital and
the influence of social networks. The chapter gisesents the conceptual framework

developed from the literature review and the ecandheory.



CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter introduces and describes the resetesign and methodology which was
used to carry out the study. It outlines the sangptlesign technique that was used to
select sample of the study. It outlines the mett@chnique and tools which was used to
collect data and how the data collected was usembltect data and how the data was
analyzed. The chapter further describes the papualaif the study which the sample

selected and the types of data and how to colhectiata.

3.2 Research Design

A research design is the arrangement of conditionsollection of data in a manner that
aims to combine relevance to the research purpdbesasonomy to procedure (Kothari,
1985). A descriptive research describes the cheniatits of a population and involves a
collection of techniques used to specify, delineate describe naturally occurring
phenomena without experimental manipulation. Treeaech design of this study was
descriptive, designed to collect data from thedebte sample. This made it possible for
the researcher to produce statistical informationfactors influencing the growth of

youth enterprises.



3.3 Target Population

The population of interest in this research coedistf 241 youth entrepreneurs aged
between 18-35 years from Tigania West Division ariYiCounty. The study focused on
micro and small enterprises owned and operated dmghyentrepreneurs involved in

eighteen different types of businesses (Table 3.1).
3.4 Sampling Procedure

According to Kombo and Tromp (2006) sampling is pinecedure of selecting a number
of individual or objects from population such tlihe selected group contains element
representative of the characteristics found inrergroup was used to get a sample from
the profanity (Kothari, 1998). In probability sanmg, each member of the population
has an equal and known probability of being setecdecording to Krejcie and Morgan

(1970) a sample is determined using the followiorgriula.
S= X NP (1-P)

d ?(N-1) + X*P (1-P), where,

S=required sample size

X?= the table value of chin square for 1 degreeeédpm at the desired confidence level

(3.841)
N= the population size.

P= the population proportion (assumed to be 0.6Ghes would provide the maximum

sample size



D= the degree of accuracy expressed as a propq@ios).

Tigania West Division has a total of 258 youth odieaterprises. These are youths aged

between 18 and 35 who already are in business.rdicgly, the desired sample size will

be 152. (Table 3.1)

Table 3.3 Target population

Strata Number
Barber Shops (Kinyozi) & Hair Salon 25
Hotel And Rataurants 14
Retail Shops 65
Cy Cafe

M-Pesa Shop 9
Furniture Workshops 21
Butcheries 11
Electronics And Mobile Phone Accessories 8
Hardware Shops 10
Wholesale 8
Matatu Transport 17
Tailoring Shop 10
Cloth Boutiques 10
Bars 6
Cosmetics

Motor/Motor Bike Spares 5
Boda boda (motor bikes transport) 25
Total 258

Source: Nyambene County Council



The study used stratified random sampling wheres#itected sample from each type of

enterprise is indicated in the Table 3.2.

Table 3.4 Sample Size

Strata Number % Proportion Sampling Size
Population
Barber Shops (Kinyozi) & 25 10 15
Hair Salons
Hotel And Restaurants 14 6 9
Retail Shops 65 22 33
Cyber Café 6 2 3
M- Pesa Shops 9 4 6
Furniture Workshops 21 6 9
Butcheries 11 4 6
Electronic And Mobile Phone8 3 4
Accessories
Hardware Shops 10 4 6
Wholesale 8 3 4
Matatu Transport 17 7 10
Tailoring Shop 10 4 6
Cloth Boutiques 10 4 6
Bars 6 2 3
Cosmetics 8 3 4
Motor/ Motor Bike Spares 5 5 7
Boda boda 25 10 15

Total 258 100 163




3.5 Methods of data collection

Data collection involved the process of preparing eollecting data primarily to provide
information regarding a specific topic. This resbdarused a well constructed
guestionnaire for primary data collection. Accoglitm Kothari (2003), primary data is
collected from immediate source for the purposesresiearch. The data collection
involved gathering both numeric information as wadltext information so that the final

data presentation was both qualitative and quaingta

Questionnaires

In order to collect data on the factors influencthg growth of youth owned enterprises,
the structured questionnaire was administered tothgo who own businesses. The
structured questionnaire consisted of structureehognd closed ended questions. The
open ended questions were used to collect in-dieydihmation from the respondents.
The questionnaires contained multiple choice qaestiwhich offer respondents the
ability to choose from a list of several answerices. One research assistant and the
researcher administered the questionnaire. Thamgsassistant was trained on the topic
under study and on the handling of the research Tde researcher closely supervised

the research assistant during the data collection.

3.6 Validity

According to Kombo and Tromp (2006), the validifyaotest is a measure of how well a
test measures what it is supposed to measure. nBteiments of data collection: the

guestionnaires were based on the objectives obtilndy to ensure that every question



was relevant. The researcher sought the assist@int®ee supervisor to ascertain the

validity.

3.7 Reliability

Reliability is the extent to which a measurementegiresults that are consistent. The
researcher tested the instrument of data collectmrensure their reliability. The
reliability of the questionnaire was evaluated tlglo Cronbach’s Alpha which measures
the internal consistency. The measure has a cmefticanging from 1 to 0. A value of
0.7 or less generally indicates unsatisfactoryrivgtereliability. All the scales were found

to be reliable as their reliability values exceettezlthreshold of 0.7.

The measurement of the dependent and independieiaoles was undertaken as shown

in Table 3.3



Table 3.5 Operationalization of variables

Objective/research Type of | Indicators Measure Data collection Level of Approach Level
question valuables scale analysis analysis
To determine the Independent Infrastructure Questionnaire Nominal, | Qualitative | Descriptive
business  environment Regulations and Number of policies ratio, and
factors on growth of policies and regulations i ordinal quantitative
youth owned MSEs. place
Dependent | Number of| Rate of growth of Questionnaire Nominal, | Qualitative | Descriptive
(growth of | employees sales ratio, and
youth Volume of sales Percentage increase ordinal guantitative
owned in  number  of
enterprises) employees
To establish the Independent Accessibility Number of| Questionnaire Nominal, | Qualitative | Descriptive
relationship between affordability financial ratio, and
financial services institutions ordinal guantitative
provisions and growth qf Degree of

youth owned micro &

small enterprises.

perceived obstacle

to funding




To access the influengdndependent network size size of the networkQuestionnaire Nominal, | Qualitative | Descriptive
of social networks on ratio, and

growth of youth owned ordinal Quantitative

micro and smal

enterprises

To determine the Independent Sector/industry Questionnaire Nominal, | Qualitative | Descriptive
influence of enterprise Formality Age of business in ratio, and

characteristics on th Age years ordinal quantitative

growth owned smal’:a Business sector

enterprises

To assess the influencéndependent Age Number of years Questionnaire Nominal, | Qualitative | Descriptive
of individual Work experience | (age and  work ratio, and

characteristics on the Gender experience) ordinal quantitative

growth of youth owned

micro and smal

enterprise.

Level of education

Number of males

and females

D




3.8 Methods of Data Analysis

Data analysis consisted of examining, categoriziagd tabulating of collected
information. This involved a careful analysis oétbompleted questionnaires in order to

ensure that collected data is accurate and consistéh other information.

Descriptive statistics was used to establish theegg characteristics of the population
under study. Primary data was processed usingsttati Package for Social Sciences
(SPSS). The relationship between the independenables such as ages, level of
education, work experience and other variableselation to the dependent variable(
growth of youth owned enterprises) correlation dath presented in form of summaries,

frequencies, percentages.

3.9 Ethical issues

The researcher maintained a high degree of cortfadiy where the identity of the
respondent was not revealed. Information was deitedrom respondents with their
consent and voluntarily. Permission was also sodigith the relevant authorities to

allow collection of information from respondents.



3.10 Summary

The chapter has discussed the methodology that appsed in the study, various
research methodology items have been explained eas their application. The
explanation of these research methodology itentevield the sequence; research design,
target population, sampling procedure, methodsatd dollection, validity, reliability and

methods of data analysis which was used.



CHAPTER FOUR

DATA ANALYSIS, PRESENTATION AND INTREPRETATION

4.1 Introduction

Presented in this chapter are data analysis, geds®ETs and interpretations of findings.
The data presented in this chapter were processed Statistical Package for Social
Sciences (SPSS). All themes discussing the sarearmsquestions were presented and
analyzed together. In this analysis, frequencyembpercentages and correlation were
used. The analysis results, discussions and iet@tpyns are organized as per the

specific objectives of the study.

4.2 Questionnaire Response Rate

The study sampled63 youth entrepreneurs aged between 18-35 yeaFggamia West
Division. Out of this sample, 152 questionnairesemMdled and returned representing a

93% return rate. This response rate was consideteguate for data analysis.

4.3 Demographic data of the respondents

The influence of an entrepreneur’s age, genderhdsig level of education, work
experience and family background on the growth 8B4 was examined. These were
chosen because various researchers had foundicignifrelationships between these

factors and the growth of MSEs (Storey, Wiklund &mépherd 2003).



Table 4.1 Distribution of youth entrepreneurs accoding to age in Tigania West

Division (2013)

Age F %
18-21 years 27 17.8
22 -26 years 22 14.5
27-30 years 53 34.9
31-35 years 50 32.9
Total 152 100.0

Data shows that majority of young people who owmlsenterprises were aged between
27 and 35 years. The average age of the sampl8 igears. The level of youth

participation in entrepreneurship seems to increagteage.

The youth were further asked to indicate their gendhey responded as indicated in

Table 4.2.

Table 4.2 Distribution of youth entrepreneurs accading to gender

Gender F %
Male 89 58.6
Female 63 41.4
Total 152 100.0

The percentage gender distribution 58.6 for mate4in4 for female representing a fairly

even gender distribution. This ensured balancechiops of both male and female



respondents. The respondents were further askeithdioate their highest level of

education. The data is presented in table 4.3.

Table 4.3 Highest level of formal education succds#ly completed by youth

entrepreneurs in Tigania West Division (2013)

Highest level of education F %
Never attended 6 3.9
Primary school 49 32.2
Youth polytechnics 11 7.2
Secondary 70 46.1
Diploma 11 7.2
University Degree 5 3.3

Total 152 100.0




Data shows that an overwhelming majority 96.1% aiitii had attended formal school
The high educational attainment among youth ergregurs may be a reflection of the
numerous school leavers who on completion of schtoehd to find alternative

employment opportunities in this sector.

Table 4.4 Business Management Experience

Years F %
None 73 48.0
Less than 1 year 33 21.7
1-3 years 24 15.8
4-6 years 12 7.9
Above 6 years 10 6.6
Total 152 100.0

Data shows that majority of the entrepreneurs 858#e relatively little formal work
experience and management experience. Young péagkethe necessary managerial
and work experience which can only be gained frowa work place. This therefore

means limited transfer of skills from work placetihe business.

When asked about their motivation for starting thieusinesses they responded as

indicated in table 4.5.



Table 4.5 Youth responses on motivation for startig business

Response F %
Desire to be independent 32 21.1
| have difficuty in finding paic 91 59.9
employment

Self fulfillment 23 15.1
| want to lead and motivate other 6 8.3
Total 152 100.0

Table 4.6 Correlation of items used to measure ergpreneurial characteristics

Work Family Business
Age Motivation |Experience |background |Growth
Age 1
Motivation -0117 |1
Work Experience 473" |-314° 1
Family background  |-.007  |.152 293 1
Business Growth 0.029 |-.086 -.159 -.009 1

Age of the entrepreneur does not seem importangrmwth performance. However, the

level of education has a significant impact on growf the venture (coefficient of -

0.021). The estimated coefficient for not finding saitable paid-employment job

(motivation) as the reason for the business sg@rttwough negative, is not statistically

significant.




4.6 Influence of business characteristics on the gwth of youth owned micro and

small enterprises

To assess the influence of business characterstidbe growth of youth owned micro
and small enterprises, the entrepreneurs were daskadicate the industry or sector they
were engaged in, the number of years their bustsegserated and the legal form of their

businesses. The data is represented in table d.4.8mespectively.

Table 4.7 Youth industry or activities in which thar business operated

Industry F %
Retail general trade 69 45.4
Bars / Hotels/Restaurants 12 7.9
Beauty /barber shops 54 35.5
Information technology 7 4.6
Retail agriculture produce 10 6.6
Total 152 100.0

Data show that a great majority of enterpriseseagaged in service activities and retail
general trade. This suggests that young peoplehaag limited know-how and resources
needed in other sectors like manufacturing whict ¥oung people indicated as the
sector they were in.. The data shows that youthabee various forms of businesses and
hence this would give varied scenario of the fectiiat affected the growth of these

businesses.



The researcher was further interested in estahlystiie number of years their businesses
had operated. Data showed that 89.5% operatedlibsinesses between 1 and 5 years

and 10.5% operated their businesses over 5 years.

Table 4.8 Youth responses on the legal form of thebusinesses

Response Frequency Percent
Sole Proprietorship 119 78.3
Partnership 33 21.7
Total 152 100.0

Data shows that 78.3% of the young people opesaikdproprietorship type of business.
Majority of them indicated that they preferred spteprietorship because they were not

conversant with the partnership kind of busineagist



Table 4.9 Correlation among items used to measureaubiness characteristics

Business Firm's legaAge of
growth Firm activity |status business
Business growth 1
Firm activity .024 1
Firm's legal status -.019 .091 1
Age of business .038 .109 153 1

4.7 Influence of access of financial resources ohe growth of youth owned micro

and small enterprises

To determine how accesses to financial resourdestedn the growth of youth owned

micro and small enterprises, the researcher saongéstablish the source of finance for

starting their businesses.

Table 4.10 Youth responses on the sources of staptéunding

Source F %
Bank loan 12 7.9
Own capital/savings 95 62.5
Saccos 18 11.8
Loan from family, friends or colleague:15 9.9
Government programmes 12 7.9
Total 152 100.0

Data shows that majority 62.5% of youth had bede tbaccess funding from their own

capital and savings while the least from banks government programmes. The large



dependence on funds closely related to the owrewssehold suggests the need to
support household enterprises from low-income hoalsis. Given the meager resources
they might have to begin with these enterprised @ constrained in their future

development.

The researcher further sought to establish the atotimoney used for start-up of

business. The responses are presented in Table 4.6.

Table 4.11 Youth response on the amount of fundinthat they had been able to

access

Source Frequency Percent
Less than Ksh 1,000 5 3.3
Ksh 1,000 - Ksh 5,000 17 11.2
Ksh 5,001 - Ksh 10,000 68 447
Ksh 10,001 - Ksh 30,000 28 18.4
Ksh 30,001 - Ksh 50,000 11 7.2
Ksh 50,001 - Ksh 500,000 23 15.1
Total 152 100.0

The study found out that most of the amounts aecksanged between Ksh 5000 and
Ksh 10000.awareness of the existence of other ngndiources remained low and
difficult rules and procedures associated with rite&a management. Impediments to

accessing business funding indicated by the erneprrs were rules and procedures



associated with financial management 10.5% ,lac&oobunting records 14.5%,lack of

knowledge about lending sources 30.3% and lacklkdteral 29.6%.

Further asked what they perceived as remedy faetlimpediments, majority indicated
that they required training 55.9%,simple collat&@l6% and 10.5% youth friendly rules

and procedures.

4.8 Influence of business environment on growth ofouth owned micro and small

enterprises

To determine the influence of business environmengrowth of youth owned micro and
small enterprises, the researcher sought to estiatile aspects of the environment that
the entrepreneurs thought were the biggest obstaal¢he growth of their businesses.

The youths were asked to indicate the same, tteporeled as Table 4.12



Table 4.12 Youth responses on obstacles to their finess growth

Obstacles Frequency Percent
Weak Demand 27 17.8
Transport 23 15.1
Security 15 9.9
Taxes and Regulation 12 7.9
Competition 47 30.9
Inflation 10 6.6
Erratic Electricity Supply 6 3.9
Cost of Electricity 12 7.9
Total 152 100.0

Data shows that majority of the entrepreneurs clemstompetition as the prime barrier
to their business growth. The next serious barigerweak demand and transport

problems. Security, cost of electricity and inftettialso pose considerable constraints.

Further asked how they thought the obstacles wdadovercome they suggested
reduction in taxes 22.4%,they would wish to chahgsiness location 19.7%,improved
security 13.8%,having knowledge of competition ¥7.&nd constant power supply
11.2%. This suggests that entrepreneurs face \arfmoblems in growing their

businesses.



4.8 Influence of social networks on the growth of guth owned micro and small

enterprises

To assess the influence of social networks on thertty of youth owned micro and small
enterprises, the youth were asked to indicate tneber of people they had sought advice

from. Data is tabulated in table 4.13.

Table 4.13 Youth responses on their network size

Years Frequency Percentage
1-5 98 64.5
6-10 22 14.5
11-15 10 6.5
None 22 145
Total 152 100.0

Data shows that majority 64% of youth entreprendwage between 1 and 5 network
sizes. 14.5 yours indicated that they had no nétwdihis could be because of

inexpediences and age-related constraints. Oldepl@eare expected to have more

extensive social networks.

4.7 Business Growth of youth owned micro and smadinterprises

To establish the business growth of youth ownedaramd small enterprises, the youth
were asked to indicate the employee they had insthg up of the business and the

current number of employee they had. Data is ptedan Table 4.14.



Table 4.14 Youth responses on the growth of theirdsiness

Growth rate Frequency Percentage
Increased Growth 32 21.3
Remained the same 55 36.0
Decreased Growth 65 42.7
Total 152 100.0

Data shows that majority of the youth 42.7% resjgonthat there businesses experienced

decrease in growth as per the changes in the nuohitieeir employees. Only 21.3% of

youths recorded increased business growth. A atioel of items used to measure access

to finance, perceived obstacles to growth and soeiavorks is shown in Table 4.15

Table 4.15 Correlation among items used to measuseecess to finances, perceived

obstacles and network size

Impedime |Network
Perceived |Sources o/Amount of|nts tolsize Business
obstacles |capital capital funding growth
Perceived obstaclegl
Sources of capital |-.115 1
Amount of capital |.813 565" 1
Impediments t.273" -.300" 357" 1
funding
Network size -.245 -.028 -.130 152 1
Business growth  |.745 .082 .851 159 .047 1

**Significant at 10% confidence level.




The correlation coefficient of perceived obstagkepositive and significant 0.745. The
correlation coefficient of source of capital is piee and significant while impediments

to funding coefficient are positive but not sigo#nt.

4.8 Summary

The chapter has presented data collected from dspondents. Presented is the
demographic data of the respondents, business atbastics, access to financial
resources, business environment and social netwDdts for each variable is presented

in frequency tables and summary of correlation fomehts between the variable



CHAPTER FIVE

SUMMARY OF FINDINGS, DISCUSSIONS, CONCLUSIONS AND

RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of the findidggussions, conclusions reached and

recommendations. The chapter also presents thestigugs for further research.

5.2 Summary of Findings

This section presents the summary of the findimgemfdata analysis. The summary is

presented as per the research objectives.

5.2.1 Entrepreneur Characteristics

Previous work experience has a significant infageron growth of the business.
However the coefficient for gender and age thouglsitiye are not statistically

significant. The age of the owners of the busirese does not seem to affect growth
performance. Data shows that the business secadrtiie business operates is not

statistically significantly. The coefficient fordal status had a negative

Data on the demographic information of the respotglesvealed that most of the youth
67% were aged between 27 and 35 years with avelpatiew, 14.5% aged between 22
and 26. Data on their gender revealed slightly ntioae half, 58.6%o0f youth were male.
As pertaining to their level of education, majori#%.1% of youth had secondary

education. There was a significant relationshipwben age, work experience and



growth of youth owned micro and small enterpriSdsere was a significant relationship
between the gender of the youth and growth of yowthed micro and small enterprises.
The level of education has a significant impactgoawth of the business. Growth is
lower for businesses whose owners did not finigihgechool. However, having had a

college or university degree does not have a saamf impact on venture growth.

5.2.2 Business Characteristics

Findings on the influence of business charactessin the growth of youth owned micro
and small enterprises as stated in research olgeaine revealed a significant
relationship between a firm’s age and the growtkhefventure. However, the industrial
sector and legal status has no significance wheanites to the level of growth of micro
enterprise. This finding is supported by variousutes on firm sector (Storey, 1993). The
youth had a variety of businesses such as tradisghéss wholesale or retail and also

bars / hotels/restaurants.

5.2.3 Access to Financial Resources

Findings of the influence of access of financiaoces on the growth of youth owned
micro and small enterprises as stated in resedo@ttive two revealed that access to
finance had significant influence on business ghowkhe coefficient for access to
financial resources is positive and significantajity (62.5%) of youth had been able
to access funding from their own capital and sawirigata on the factors that impeded
youth access to funding included but not limitedlaok of knowledge about lending

sources, lack of collateral and lack of busindaa.p



5.2.4 Business Environment

Findings on the influence of business environmengwth of youth owned micro and
small enterprises as stated in research objectinee trevealed that majority 30.9% of
youth indicated that they considered competitiontlasir biggest obstacle to their
business growth. Weak demand was the second higitedtobstacle with 17.8% of the
responses. Majority 22.4% suggested reduction wéstaas one of overcoming the

obstacles they faced.

5.2.5 Social Networks

Findings on the research objective four on theugrice of social networks on the growth
of youth owned micro and small enterprises reve#had 64.5% had between 1 and 5

members of a network.

5.3 Discussion of Findings

This section discusses the findings of the datdysisa The primary objective this study
was to understand the factors influencing the dgnowt MSEs. The discussion is

presented as per the research objectives.

5.3.1 Entrepreneur Characteristics

The characteristics that were used to represenhtiddual characteristics were level of
formal education, age, experience and family bamkgd. Previous research indicates
that the entrepreneurs’ level of formal education @revious work experience are a

significant determinant of growth (Hirsch, 1990; u€ger, 1993). In this study the



analysis on the relationship between the entrepirectgaracteristics and business growth
found that the level of education and previous wenperience influence growth.
Previous research indicates that the entreprendavel of formal education is a
significant determinant of the growth of MSEs (Ki996, Kirby, 2003). In this study,
although the level of education of the entreprengynositively related to the growth of
MSEs, the strength of this relationship is notistaglly significant. This suggests that
the level of formal education does not matter iplaxing the growth of youth owned
MSEs in the areaf study. This study suggests that entrepreneurs who hasdqus
experience in the industry in which the currentibess is based were more likely to see
their business growing in terms of sales, assets,employment. These results support
the findings from previous studies in which worlpexrence in the same sector seems to
create the knowledge and skills which are neededrder to run a firm successfully

(Staw 1991; Mead and Leodholm, 1998).

One explanation for this result is that those gmmareurs who have previously managed
a business would have gained valuable managememtlé&adge. It is also suggested that
individuals whose parents or close relatives weeegalf employed perform better than
others (Bannock, 1981). The coefficient for haviagiamily member that owned a
business had but not statistically significanisltikely that this factor may contribute to
the successful startup of a micro business bunhraoessarily to its growth where more

specific skills to managing growth may be required.

5.3.2 Business Characteristics

The study also sought to evaluate the relationbleigveen the business characteristics

and business growth. The analysis on the relatipndbetween the business



characteristics and business growth found thatydas of establishment was linked to
growth. The number of years the enterprise hadabpérns associated with firm growth.
This is consistent with the findings by Birch (198Who argues that among small firms;
older firms grow faster than younger ones while agtarger firms there is tendency for

growth to decline with age.

5.3.3 Access to Financial Resources

The study sought to determine how access to fiahmesources affect the growth of
youth owned micro and small enterprises. Majorityhe youth 67.8% got their start-up
capital from own savings and 29.6% from loans frtamily friends and colleagues.

Formal financial institutions (banks) accounted émly 2.6% of the funding sourced.

52% of youths attributed their inability to accésans from bank to stringent rules and
procedures associated with financing, 42% duedbk ¢d collateral and 51% due to bad
products. The size of start capital and sourceapital are linked to business growth.
Empirical studies provide evidence about the waysviich reduced access to finance

hinders firm growth (ECA, 2001; Saleemi, 2009 andt@&in, 2000).

5.3.4 Business Environment

The study sought to determine the influence ofilrginess environment on the growth of
youth owned enterprises. Youth entrepreneurs ifiedtihe most current impediments to
growth. 30.9% of youths think that the lack of netrklemand is a factor impeding
growth. The suggestions they gave when asked hmwotistacle can be overcome is to

change their business location.



5.3.5 Social Networks

Findings of influence of social networks on buss@gowth, interestingly seems to
indicate that social networks are not influenciihg tgrowth of MSEs. This lack of

relationship of social network size and businessvin is consistent with other studies
(Luo, 2000). This could be explained by the facittiioung entrepreneurs have weak

social and business networks.

5. 4 Conclusions

Whilst there numerous studies carried out on tHaence of the entrepreneur, enterprise
characteristics, business environment, accesgilafitcapital and social networks, most
of them tend to concentrate on firms in big towmsl aery little is available on the
influence of these factors on MSEs in small rumims. This paper has investigated
factors influencing growth of youth owned micro aswall enterprises. Based on the
study, it was concluded that there was a significafationship between age, gender,
highest level of formal education influence growthyouth owned micro and small
enterprises. The study also concluded that busicleescteristics influenced the growth
of youth owned micro and small enterprises. The\sfurther concluded that access of
financial resources influenced the growth of yoattned micro and small enterprises.
Further conclusion was that business environmergrowth of youth owned micro and
small enterprises. Social networks were also fanicifluence growth of youth owned

micro and small enterprises.



5.5 Recommendations

Based on the findings, the following were the reotndations:

I. There is need to provide interventions to improkie performance of young

people enterprises through provision of start- wpdé and widening access to
credit to enhance the capacity of these enterptisgsrovide better jobs for
young people.

ii. The government should ensure that Young entreprenate provided with

entrepreneurship and internship so that they gek waperience before they

start their businesses. These programmes shoukllbeed in a manner that can
equip the youth with skills to start their own eptses.

lii. Government and all other stakeholders should erthatestartup capital and other

business infrastructure is adequate. For instarm&ep outages should be

checked. Should also reduce taxation and proyaéeh entrepreneurs with

starting business fund. The business registratoimtscand time taken should be
addressed.
Iv. There is need to cultivate in the youth positivitlade towards self-employment
to enable them understand that formal employmenbisthe only way of self-

development.

v. The education curriculum should assess the needchfding entrepreneurship

subjects so that the youth can be prepared toulemtrepreneurship.

vi. There is need to empower the youth in identifyirfgeit abilities in the

entrepreneurship and provide avenues for internshithat the youths can gain

work experience.



5.6 Suggestions for further research

I.  The following were suggestions for further research

ii.  An analysis of the factors influencing growth ofulo owned enterprises under

devolved system of government in Kenya.

iii. A study on the effects of entrepreneurial trainorgthe effectiveness of youth

entrepreneurship.
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APPENDICES

Appendix I: Letter of Transmittal

THE DISTRICT OFFICER

TIGANIA WEST DIVISION

P.O BOX 119-60602

KIANJAI

Dear Sir

REF: PERMISSION TO COLLECT DATA TIGANIA WEST DIVISI ON

The above subject refers.

| am a student of Nairobi University pursuing a teds degree course in Project
Planning and Management at Meru- Extra Mural Certiteave chosen Tigania West
Division as my study area to do a research on fadtdluencing the growth of a micro
and small enterprises. | therefore wish to regtegspermission to collect information of
the entrepreneurs. The information gathered wikéygt confidential and will be used for

academic purposes only.

Thank you

Lilian Kiruja

APPENDIX I



RESEARCH QUESTIONNAIRE FOR YOUTH ENTERPRISES

INTRODUCTION

The researcher is conducting a research study afonaind small enterprises growth in
Tigania West. You have been selected in the supeeause of your potential to provide
the required information. Please answer this qaestire as truthfully as possible. This
information is for academic purposes only and tifermation will be treated as strictly

private and confidential.

PART A: ENTREPRENEUR DEMOGRAPHIC CHARACTERISTICS

Please tickl:l and answer as required apiatepy.

1.1Age

1. 18 —21years [_]

2. 22-26years [_]

3. 27-30vyears |

4. 31-34vyears [ |

1.2Gender

1. Male [ ]

2. Female [ ]

1.3Please indicate the higher level of education yeersuccessfully completed.

1. Never attended school[__]

2. Primary school

3. Youth polytechnics

4. Secondary school

5. Diploma

6. University degree

7. Post graduate

1.4(a) Have you been running any other business of wwn prior to founding the
present business?

1. Yes [ ]

H[EEEE



2. No [ ]
(b) if Yes, for how long

. None ]
. Lessthan lyear [ ]

1

2

3. 1-3years ]

4. 4 -6 years ]

5. Above 6 years [ ]

1.5What was your motivation for starting your own mess?

1. Desire to be independent ]

2. Financial motives [ 1]

3. Job satisfaction [ 1]

4. Self fulfillment []

5. Employment creaton ~ [_]

1.6(a) Did you have any experience of business maneagerasks through earlier
employment prior to going into business

1. Yes[ ]
2. No [ ]

(b) if yes for how long

1. None ]
2. Lessthan lyear [ ]
3. 1-3years [ ]
4. 4 -6 years [ ]

5. Above 6 years [ ]
1.7 (a) Did you start your business in the same fislg@ur previous employment?

1. Yes [ ]
2. No [ ]

(b) if yes how many years of experience did youehav

1. None ]
2. Lessthan lyear [ ]
3. 1-3years [ ]
4. 4 -6 years [ ]
5. Above 6 years [ ]

1.8 The following members of my family were running @mpndent business before me

1. Yes [ ]
2. No [ ]

1.9Please indicate which type of business he/she wasng

H{E[ENN



Wholesale

Services (hotels, restaurant, cafes)
Manufacturing

Agriculture

Other services

Information technology

ogahkwbhE

PART B: BUSINESS CHARACTERISTICS

2.1How many years has your business been operating?

None

Less than 1 year [ ]
1 -3 years

4 — 6 years [ ]

Above 6 years [ ]

.2What is your firms main activity
Wholesale/retail/general shop [_]
Barbershop, saloon
Manufacturing
Hotel/Restaurant

5. Information technology
2.3(a) Which of the following categories best descbar firm legal status?
1. Sole partnership L]

2. Partnership [ ]

3. Limited liability ]

PwbdEMORONE

HUDL

(b) Why did you choose that type of business?

PART C: BUSINESS ENVIRONMENT

3.1What has been the biggest obstacle or hindrangeuobusiness growth?
1. Weak demand



Transport

Security

Taxes and regulations
Completion

Inflation

Lack of consistent electricity suppl
. Cost of electricity

.2How do you think these obstacles can be overcome?

1000000

PART D: ACCESS TO FINANCE

4.1 Did you source for funding when you startedsioce you have stated your business?

1. Yes |:|
2. No [ 1]

If Yes go to 4.2

If No go to 4.6

4.2 Which sources of funding hav{__}en able tosstte

Bank loan

Own capital /savings
Loan from family
Inheritance

Grant

Friends or colleagues
Saccos

Government Programmes

HEEEAEE

4.3. What was the amount that you secured?

1. Less than,1,000
2. 1000 - 5000

I[HEREE



5001-10,000

10,00 — 30,000
30,001 - 50,000
50,001 - 100,000
More than 500,000

No s~ ®

4.4 | am conter{ ] with the maximum money that sl to me

[ ]
1. Yes
2. No
4.5Do you think the capital invested affect your besis growth?
1. Yes [ ]
2. No [ ]
4.6 If you were not bale to secure funding, whattdes impended your access to
funding?
1. Lack of accounting records business plan [ 1]
2. Lack of collateral [ 1]
3. Transaction costs ]
4. Distance to the lending institutions [ ]
5. Rules and procedures associated with public firdmeanagement [__]
6. Lack of knowledge about lending sources. [ 1]

4.7. What in your view can be done to overcomeghepediments?



PART E: SOCIAL NETWORKS

5. Have you asked for advice regarding your businessa the following;
Yes

Z
(@]

Family

Friends

Neighbours

Customers

Creditors

Bankers

A lawyer

Advise from public sector
. Current colleagues
10.Former colleagues
11.International contact
12. A researcher

13. A person with much business/experience
14.An investor

©xoeNoOr~WDNE

HUbdbuboboUoon
Hubdbbouobooon

PART F: BUSINESS GROWTH

6.1. Please indicate the firm’s total number of emplsyag at December in each of
the following years. (Both part-time and fulltimecluding relatives)
YEAR No.of Workers

Dec 2010

Dec 2011

Dec 2012

ADDITIONAL INFORMATION

6.2. How would you describe your business sales turntheetast three years.

1. Increasing [ ]
2. Stable [ ]

3. Critical and down sizing [__|

Thank you for your cooperation



