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ABSTRACT
Micro and Small Enterprises (MSESs) in Kenya’'s agjticral sector have not performed

well enough to play their expected vital role ie #gconomic growth and development of
the country. This situation has been of great conte the government, citizenry, sector
operators, practitioners and the organised prigatgor groups. This study begins by
undertaking a background review followed by relatgerature review from global,
regional and local perspectives. The purpose o shidy was to establish the factors
which influence performance of small and micro gmise in Nyamache Sub-County,
Kenya. The study had the following objectives: Teteimine the extent to which access
to financial literacy influence overall performano€ agricultural MSEs in Nyamache
Sub-County. To assess how managerial skills infitaeethe performance of agricultural
MSEs in Nyamache Sub-County. To assess how regulatovironment influence the
performance of agricultural MSEs’ performance amalfy to examine how the firm’'s
size influence the performance of the agricultumédro and small business enterprises.
The study employed descriptive survey researclhgdeshose purpose was to determine
the factors influencing performance of small andrmienterprises in Nyamache Sub-
County, Kenya. The sample size consisted of 44 M&#ained from a total population
of 224 registered MSEs. The respondents were sel¢astough simple random sampling
techniques and the businesses were categorizaagthsiratified random sampling. The
research instruments used were questionnaires amerview schedules. The
guestionnaire contained closed ended questiongdhatred a definite answer and open
ended questions that required respondents to gserigtive answers. On validity of the
instruments, the researcher used content validhifewthe instruments reliability was
determined by the test re-test method. Datelysis was carried out to fulfill research
objectives and provide answers to research questidre study applied both qualitative
and quantitative approaches. The results were pirgerd and placed on frequency
distribution tables in percentages that displayesyatically the results and give meaning
of reported figures; these were used to provideadequate statistical report to the
findings. Qualitative data was analyzed and inetgat by organizing data into the key
areas as per the objectives of the study. Thesétion of the report contains a summary

of findings of the study as well as discussions aodclusions based on the findings.



CHAPTER ONE

INTRODUCTION
1.0  Background to the Study
A Micro and Small enterprise can be defined as wiach is independently owned and
operated, and not dominant in its field of operatidhere is no single criterion for
classifying business enterprises as micro, smathedium scale globally; whether they
agri-based or otherwise. In a study carried outlddgrnational labour Organization
(2005), over 50 definitions were identified in 7Bfeent countries. However, evidence
from literature shows that in defining small- schleinesses, reference is usually made
to some quantifiable measures such as: number agi@employed by the enterprises,
investment outlay, the annual turnover (sales) thedasset value of the enterprise or a
combination of these measures. Kenyan Micro, semadl medium size enterprises are
business that may be defined by the number of eyapk Micro-enterprises have 0-9
employees and small enterprises have 10-49 em@oerld development indicators
database, 2005). In addition, the Kenyan smalleseaterprises are a mixture of self-
employment outlets involving a dynamic array ofiattes mainly concentrated in urban
cities/towns and trading centers in the rural axelage agricultural based enterprises are
predominantly in the villages. These small entegsicut across all sectors of the Kenyan
economy and provide one of the most prolific sosir@eemployment, income generation
and poverty reduction (Ministry of Labour and Hum@asource Development -GoK,
2004).
In successful developing countries, MSEs by virtfetheir size, location, capital
investment and their capacity to generate greatepl@/ment opportunities, have
demonstrated their powerful propellant effect fapid economic growth. The MSE
sector has also been instrumental in bringing aleeoenomic transition by providing
goods and services, that are of adequate qualdllyaa@ reasonably priced, to a large
number of people particularly in rural areas, apetbectively using the skills and talents
of a large number of people without requiring highel training, large sums of capital or

sophisticated technology.



The Small-scale investments are also reputed tbebénd most of the socio-economic
transformation of many world economies currentlywsg as role models for developing
nations. They (MSESs) play a significant role in elepment especially in the third world
countries and generate wide-spread economic benkliitwever in Kenya they have not
performed creditably well and hence have not playedexpected vital and vibrant role
in the economic growth and development of the agufthis situation has been of great
concern to the government, citizenry, operatoracttioners and the organised private
sector groups. Often, the governments at variousldethrough budgetary allocations,
development programs and pronouncements have is@nifinterest and
acknowledgement of the crucial role of the SME sabtor on the economy and hence
made policies for energizing the same.

Economic studies show that only few countries hackieved either significant or
sustained poverty reduction without a coincidemt@rease in economic growth. For
most, agricultural growth underpins this econonmavwgh, and precedes growth in other
sectors. China’s remarkable annual economic groatthof 9.5 percent during the 1980s
and 1990s was preceded by rural and agriculturitypoeforms in the late 1970s and
early 1980s. Indonesia and Thailand also experéest®ng agricultural growth periods
before attaining high non-agricultural growth (MNat@l Agribusiness strategy 2012).
Survey studies done in some developing countriebh si8 Malawi, by McPherson and
Michael (2001) and in Zimbabwe by McPherson andhdet (2008), underscore the
importance of the small-scale agricultural entegrgector in employment participation
and income generation for the bulk of low-incomerkeos. Micro and small-scale
agricultural enterprises have also been said tddfend most of the socioeconomic
transformation in South East Asia, and play a S§icgmt role in Latin America’s
development process. In Kenya, agriculture contebuabout 25 percent of gross
domestic product (GDP) and provides a livelihoodhee-quarters of the population.
Food production plays an important part in maintegrthe country’s food security, while
the industrial and horticultural crops subsectaes important foreign exchange earners
(National Agribusiness strategy 2012).

Kenya Vision 2030 identifies agriculture as a kegter through which annual economic

growth rates of 10% can be achieved. Under theoWjssmallholder agriculture will be



transformed from subsistence model, marked by lovdyctivity and value addition, to
an innovative, commercially-oriented, internatidypal competitive and modern
agricultural sector’. One of the key drivers foistiransformation is agribusiness, which
is defined as including all businesses involvedagricultural production, including
farming and contract farming, seed supply, agroébalsy farm machinery, wholesale
and distribution, processing, marketing and retales. It, (agribusiness) is the sleeping
giant that could realize the potential of the agltiral sector across a wide range of
subsectors including food, textile, energy indestrand biotechnology (Kenya Vision
2030)

A study conducted Fowler and Kinyanjui in 200#deginalising Foreign seed on
African soil; The story of K-Rep indicates that some small adfucal business have
been able to link up and form merry go-rounds i@ thicro business sector and have
been supported by micro financiers such as K-RERKB®WFT and other rural based
agricultural SACCOS. This micro finance conceptgorates from the movement
founded by Mohamed Yunus in Bangladesh in 19740Ating to a book by Yunus, who
won the 2006 Nobel Peace Prize, he withessed ghyeetrty in his country and decided
to initiate micro enterprise financing arrangememtsich would help the poorest of the
poor. This gave rise to the famous Grameen Baidamgladesh.

The national baseline survey of 1999 indicates that Kenyan government set up
specific institutions and programs to provide drettaining and technical assistance to
SMEs. These include the Kenya Industrial Estates,Bxport Promotion Council and
Kenya Institute of Business Training and other ferof support to the co-operative
movement for agricultural enterprises among othéfee problem is, however,
determining the efficiency of some of these insitiios. (Business in Africa, July 2007)
Despite their significance, past statistics indicttat three out of five businesses fail
within the first few months of operation (Kenya Bau of Statistics, 2007). According to
Amyx (2005), one of the most significant challengeshe negative perception towards
MSESs. Potential clients perceive MSEs as lackirgyahility to provide quality services
and are unable to satisfy more than one criticajegot simultaneously. Often larger
companies are selected and given business for tts#ility in the industry and name

recognition alone.



Starting and operating a MSE includes a possibilitguccess as well as failure. Because
of their small size, a simple management mistakieasy to lead to sure death of a small
enterprise hence no opportunity to learn from igstpmistakes. Lack of planning,
improper financing and poor management have bemegas the main causes of failure
of small agricultural enterprises (longeneckeralet2006). Lack of credit has also been
identified as one of the most serious constrairgnfpa MSEs and hindering their
development (Okech, 2007; Tomecko and Dondo, 2R0&; 2001).

Agribusiness has already shown its potential tegrdate smallholder farmers into the
sector in a range of innovative ways. First, byrfars organizing themselves into co-
operatives which can take advantage of the ecorsonfiescale of larger organisations,
e.g. for bulk buying of inputs and bulk sellingmbduce, as well as adhering to quality
standards. Secondly this can be realized by beaprontract farmers to a commercial
company with responsibility for supplying specifegricultural commodities. These
schemes also known as ‘outgrower schemes’, progideers with security of supply

and product integrity, and protect them from thectilations in both price and demand
that exist in the open market. Also storage andagiog can be a way of unlocking the
potential of the agricultural sector. Through amprate and attractive packaging, higher
prices may be attracted to the benefit of the faynvhile storage increases shelf life and

reduces post-harvest losses. (National Agribusisgategy 2012)

Given this scenario, an understanding of the dyonamif agricultural MSEs is necessary
not only for the development of support programiieedVISEs’ but also for the growth

of the economy as a whole. It is further argued tgricultural MSE development
provides a promising avenue for economic developrieaaling to an increased degree of
indigenous control over natural resources suchaad. IWhile considerable amounts of
money have been spent by governments, with thectigeof promoting indigenous
agricultural businesses, relatively little reseatttdis been conducted that addresses
guestions such as the appropriate scale and typesiiesses most likely to have some

chance of commercial success within indigenous conities in Kenya.



1.1 Statement of the Problem
Food production plays an important part in maintagrthe country’s food security, while

the industrial and horticultural crops subsectaesimportant foreign exchange earners,
(Economic survey 2012). However, the country’s @gdtural potential is still unrealized
and its growth targets are not being met. Oppaiiesito realize optimal production
levels and add value to agricultural produce argelg unexploited. This, coupled with
high production costs arising from escalating epepgces and poor infrastructure,
makes Kenyan agricultural exports less competitivglobal markets while imported
goods end up cheaper than locally produced commediind imports therefore end up
with a higher demand than locally produced comnieslitThis only works against the
local farmer, he lacks adequate incentives to lbe tabinvest his time and resources into
optimal agricultural ventures. What are the spediiindrances and obstructions on the
farmers’ way?

Through various studies, it is recognized that égjtural MSEs face unique challenges,
which affect their growth and profitability and leen diminish their ability to contribute
effectively to sustainable development. The imgddhese among other challenges has
led to majority of agricultural MSE operators carfig themselves to narrow markets
where profit margins are low due to intense contipeti Consequently, most of the
MSEs are stagnating, retrogressing to micro statuwsosing after few years of operation
or they begin operating as subsistence venturey. féde& manage to graduate to medium
and large-scale enterprises (Ministry of Labour Hiichan Resource Development-GoK,
2004). What are the possible causes of these oge#® When agricultural MSES’
profits suffer, those firms are forced to lay dieir permanent employees and opt for
casual laborers, and without new job growth, thenyployment rates rise. The country
needs to ‘scale-up’ activities such as accessnéntie, processing, branding, packaging
quality certification and accreditation, as well f#8m level quality improvements
through technical support that increase the maviedtie of primary products. The
marketing systems must not only be in place bu al®uld be working effectively and
efficiently to meet the agribusiness value chaiaypts’ needs. Agribusiness needs to
become the driver in improving the agriculturalte€s productivity and contribution to

economic growth. Despite the efforts by governn@rifenya and other stakeholders to



improve the performance of agricultural enterpriséise results have not been
encouraging. Several studies indicate that som@ria@re responsible for this. The
factors cited could be influencing the performanéeigricultural MSEs in Nyamache
Sub-countywhich is a typical high potential ruredawhose challenges are replicated to
a great extent all over the country. On the flipsithe said factors may not be having a
direct link to the performance of these enterpri§dss research sought to confirm if
indeed the aforementioned factors are indeed redperfor the poor Agricultural MSE

performance.

1.2 Purpose of the Study
The purpose of this study was to analyze the maictofs which influence the

performance of agricultural MSEs in developing ol economies based on data

obtained from the area under study (Nyamache Sulmgp

1.3  Objectives of the Study
The study was guided by the following objectives:-

1. To determine the extent to which financial literacfluence overall performance of
agricultural MSEs in Nyamache Sub-County.

2. To assess how managerial skills influence the pmidace of agricultural MSESs in
Nyamache Sub-County.

3. To assess how the regulatory environment, influgheeperformance of agricultural
MSEs’ performance.

4. To examine how the firm’'s size and age influen@parformance of the agricultural

micro and small business enterprises.

1.4 Research Questions
The study sought to answer the following researastions:-

1. To what extent does financial literacy influenceexall performance of agricultural
MSEs in Nyamache Sub-County?

2. How do managerial skills influence the performanafe agricultural MSEs in
Nyamache Sub-County?

3. To what extent does regulatory environment, infagenthe performance of

agricultural MSEs’ performance?



4. How does the firm’s size influence the performan¢ehe agricultural micro and

small business enterprises?

15 Research Hypothesis
The following are the hypothesis which the studskseo test:

1. Financial literacy has a significant influence dme tperformance of MSESs’ in
Nyamache Sub-County.
2. There is relationship between performance of MSEG af managerial skills or

inadequate education and skills of the entrepreneur

1.6  Significance of the Study
The findings of this study contributed both to pi@e and to theory. In terms of their

contribution to practice, the findings would hehpetMinistry of Industrialization and
enterprise development together with the ministrjgriculture, Livestock and Fisheries
to find out ways of improving the production perfances of agricultural MSEs and
farms through creation of a conducive businessrenment. This will go a long way to
ensure the projected job creation and foreign exghaarnings targets are attained, it
will also help reveal what problems agro dealerd tarmers are experiencing which
results in their businesses dismal performances Wauld increase production value of
these businesses to fetch higher revenue. Intgrgatierated revenue will in the long run
leverage this industry which is employing and suppg a substantial number of
farmers, agribusinesses, agri- manufacturers, psote and agri traders.

In terms of the theoretical value of the findingse research makes it possible to
understand the dynamics of an emerging agriculturdustry, particularly the key
variables that needed to be strengthened in oalémprove food security and social

sustainability.

Finally the findings of this study can make a difigce in the way of doing business
among Agricultural MSE operators in Nyamache Subatp particularly if the
recommendations given can be incorporated intalévelopment plans of the Sub-

county aimed at improving the business environment.



1.7 Basic Assumptions of the Study
There was an assumption in this study that theesufabperation of agricultural business

operators at micro and small scale level are differConsequently one of the specific
objectives was to investigate variability in terafgperformance in the different business
sizes i.e. how size influences performance in tieearand in the small-scale

Micro and Small scale agricultural business enteggr(MSESs) face many challenges and
the operators are open to interventions; it wasiraed therefore that MSE operators
would co-operate and be willing to provide all thecessary information to make the
study a success.

Similarly government agencies have an interesthi@ ¢ontributions of small scale
farmers and agri- traders to economic developmaedt therefore the agencies would
provide the necessary support for the study toalethe underlying constraints.

The instruments used in the study were accuratevaliito deliver reliable data; equally
the interviewers maintained high ethical standatdeng the study to ensure the set
objectives were realized.

The study assumed that the costs would remain mwithe budget drawn down

considering the prevailing economic conditions.

1.8 Limitations of the Study
The study was constrained by the duration of timer avhich it sought to study the

factors which influence the performance of micral amall agricultural enterprises in
Nyamache Sub-County. Ordinarily, to come up witlowegh details on how the factors
affect the agri-businesses, a longitudinal studgan over a number of years would have
been more appropriate as opposed to a cross salcsitmaly carried out within only one
month. The researcher overcame the challenge byinmake research instruments
detailed enough to be able to obtain informatidatieg to a longer period of time by
further probing to overcome the time limit challeng

The target interviewees of this study were smallestarmers, traders and micro dealers
in rural Kenya, some of whom are illiterate and Ilficulties in responding to some
technical issues which were being discussed. Theareher used research assistants
conversant with the indigenous community who weske do translate and explain the

guestionnaire contents into the local languagensuee they were well understood by the

8



respondents. Administration of questionnaires weseffore in such cases face to face
interview sessions.

Agricultural traders and small business operatoesewnot willing to divulge enough
information relating to the finances of their buesees, they were skeptical and not free
to discuss their financial issues with the reseassistants. The researcher overcame this
challenge by providing personal assurances to taeets on confidentiality of
information divulged. Where it was practically ingsible to get financial information the
researcher used comparative analysis to fill ingéyes

Resources to undertake the exercise were consigaittiis was so because of the need
for the study to reach a large number of contadtis farmers, traders and micro dealers.
To give a more representative picture of the pitangascenario the researcher deployed
an equally proportionate number of personnel irdoeting interviews.

1.9 Delimitation of the Study
The study was carried out in Nyamache Sub-countiglwheographically covered the

following wards : Nyamache, Masige West, Bassi eénBassi Borabu, Bogetaorio and
Nyacheki wards, The study relied on data collecteain individual owners of
agricultural MSEs in  Nyamache Sub-county with a uBc on farming
enterprises(agribusinesses) and also small-s@aers and micro dealers licensed by the
Ministry Industrialization and enterprise develophéNyamache Sub-county office)
between January and June 2013,. The study wasetiniid investigate factors that
influence the performance micro and small enteegrishat focus on agricultural

commodities



1.10 Definition of Significant terms as used in th&tudy

Agribusinesses: Comprises all businesses involved in agricultypabduction and

derivative activities including farming and contré&rming, seed supply, agrochemicals,
farm machinery, wholesale and distribution, procegsmarketing and retail sales. It
includes farm-based business activities that irvabome form of processing before
marketing, thus, if household members process thein products and sell them from
the farm from the roadside or at a market or ifdethwlds are involved in buying and

selling farm based commaodities all these activiiesconsidered agribusinesses.

Agricultural Enterprise : These are businesses which derive most of teearnue from
agricultural based activities either directly ordinectly and they include: farmers,

individual traders, shops and kiosks, brokers, @ssors, marketers and input firms.

Employment. Simply means people working and not necessadlyshlary or wage
payment.

Financial literacy or financial education: The knowledge, skills and attitudes required
to adopt good practices for earning, spending,ngauborrowing and investing. It also

means being equipped with information and toolmake better financial choices, work

towards specific financial goals.

Business/Technical Supportlt means any assistance from officers or expargsgiven
field that lead to improved production at farm leeein the process of trading.

Value Chain: Interconnected, co-ordinated set of linkages betwegut suppliers,
service providers, farmers, storage providers, taiddn, transporters and government

agencies
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1.11 Organization of the Study
Chapter one represents the background of the sthdystatement of the problem, the

purpose of the study, objectives of the study, rdsearch questions the significance of
the study, limitation and delimitation of the stualyd the definition of significant terms
as used in the study. Chapter two discusses literateview on the factors which
influence the performance of micro and small fagnemterprises. They include global,
regional and perspective of these factors. Thefaageviewed include: financial literacy,
managerial skills (training, education and expargninstitutional factors of the farm’s
size and the regulatory environment. In chapter tiweotheoretical framework and also
conceptual framework and the knowledge gap thatsthdy will fill are also covered.
Chapter three discusses studies or Research Médtigydavhich includes Research
design, target population, sample size and samppngcedures, data collection
procedures data collection instruments, Reliabifitd validity of instruments, Pilot
testing and data analysis techniques. In chaptartfee data collected is quantitatively
analyzed and presented in frequency tables ahipeesearch objectives. In this section a
brief qualitative analysis as per the key inform@sponses is also provided. Chapter five
covers a summary of the findings, their discussammclusion and recommendations; it
also contains the study’s contributions to existingwledge and suggestions for further
studies. The final part of the report has varigusemdices which contributed to the study
in different ways, this includes correspondenceatadcollection instruments and

authorizations required to undertake the research.
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CHAPTER TWO

LITERATURE REVIEW
2.0 Introduction
Micro, small and medium sized enterprises have béamcreasing interest for academics
and policy makers in recent years owing to theipontant role in both developed and
developing economies. Many different theories hattempted to identify the main
factors underlying firm performance; these factas be divided into two main schools:
the first category addresses the influence of fgime and age on growth, while the
second deals with the influence of variables sushstategy, organization and the
characteristics of the firm’s owners/managers. dat,fa huge number of studies have
been devoted to examining the relationship betwgewth and the firm’s size and age.
For example, Evans (2007) examined the effectsrof §ize and age on growth using
data on manufacturing firms in the United Stateghadugh several previous studies had
supported Gibrat’s law which hypothesizes that grenince is independent of size,
Evans (2007) found that firm growth decreases Vitin size and age. Empirical
literature has suggested that firm performanceeterchined not only by the traditional
characteristics of size and age but also by oilmrd$pecific characteristics, for example,
Heshmati (2001) found that the degree of indebtsslfleverage) positively affects sales
growth using data on Swedish micro and small firwtsije Becchetti and Trovato (2002)
documented the effect of external finance on firrarf@rmance in the Italian
manufacturing industry, apart from the traditiodaterminants of age and size. Elston
(2002) provided evidence that cash flow has an anpa the growth of firms listed in
the Neuer Market of Germany, even when controltimg firm size and age. In a recent
study Morone and Testa (2008) using a sample d(Q2J@lian MSEs finds that, on
average, young firms are more likely to experiepositive growth and by extension
good performance; moreover, turnover growth is tpady associated with firms’ size,
process innovation, product innovation and orgdmmal changes. In contrast,
marketing innovation does not considerably affeadtdn SME growth.
While a significant amount of research has beeredonthe determinants of performance
in large firms, much less is known with respecMSES, especially agricultural, service
and trade MSEs, given that their growth and praogpere usually more often and
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potentially subjected to different constraints aodtingencies related to their specificity
as business organizations (Raymond, Bergeron ant, BRI0O05). The specific
characteristics that fundamentally distinguish M&ts large enterprises relate to their
environment, structure, strategy and decision ntpkirocess, but also relate to their
flexibility, proximity to markets, and quickness teact and reorient themselves. Some
recent studies (Markovics, 2005; and Lesakova, P(¥fiphasize also the role of
innovations as a factor of the increased competiegs of small and medium enterprises
in transition economies on the European and Afrivankets.

Detailed literature review shall be based on trse=aech Objectives as spelt out above
which revolve around firm-specific characterist&sch as access to financifgms’
size, process innovation, product innovation, eocmnovariables and market access,
regulatory environment and also decision making@ss based on managerial training

and experience and organizational changes as daterts of MSEs performance.

2.1 Financial Literacy and Access to Credit
Financial education programs teach the knowledgjts @and attitudes required to adopt

good management practices for earning, spendingngsaborrowing and investing.

Participants in these programs become equipped witrmation and tools to make

better financial choices, work towards their fin@hgoals and ultimately enhance their
economic well-being. Henry (2006), Considering tedi savings/ retained earnings by
agricultural MSEs, their lack of collateral and mam balance requirements by
commercial banks, there is very limited interactibetween the two (MSEs and
established financial institutions) - Attempts tmkl them through micro-finance

institutions and other potential intermediaries drampered by the regulatory
environment existing within the financial sectohelresult is limited financial leveraging
(Kimuyu and Omiti, 2000)

Credit markets are partly shaped by lenders’ grasefor screening potential borrowers
and for addressing opportunistic behavior encoutage the inter-temporal nature of
loan contracts. These problems are acute in thelalgwmg countries where information
asymmetries are more pervasive especially amongrdeeurce base poor and by
extension the agricultural MSEs which in many insts fall within this bracket.

Financial markets in developing countries tendedlghly dualistic and fragmented with
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weak linkages between the formal and informal comepts. The formal segment of the
markets tends to be characterized by market imgteofes demonstrated by high
concentration ratios with only a small number ohaficial institutions exerting
considerable market power (Kimuyu and Omiti, 2008yms with growth ambitions
require capital to fuel their growth. Regardlessiak or age, access to capital is a matter
of paramount importance. According to Timmons ()%84all, young firms tend to draw
capital from internal sources, personal sourced,iaformal investment. As firms grow,
they face additional capital requirements and rwst to external sources such as banks
and public debt and equity markets. This is coaststwith Myers and Majluf's (1984)
assertion that MSEs have a “pecking order” of prefécapital sources in which retained
earnings will be the first source accessed, follbwg bank debt, private external equity
and then public debt or equity. Does the limiteuaficial literacy of agricultural MSE
operators influence their ability to meet the reeguoients of the formal financial market?
Their limited financial literacy results in alieirag them to the informal markets which
are not poorly managed but also unreliable to aftercrete financial assistance to these
businesses.

In the conventional framework of firm performancealysis, financing of growth is
investigated through the growth-size-profitabiliglationships. A considerable body of
literature deals with this question, analyzing tetationship between the performance
and the financial structure of the firm. If allrfis had equal access to capital markets,
external funds would provide a perfect substitoteiriternal capital, which implies that a
firm’s financial structure is irrelevant to investnmt and growth. It is often argued,
however, that firms face difficulties in financifigm external sources due to asymmetric
information problems in capital markets. In facthamber of studies on capital market
imperfections have examined the impact of financalstraints on investment decisions
and firm performance. For example, Fazzari (2008ue that financial constraints in
capital markets affect investment, and emphasized the link between financial
constraints and investment varies by type of fidkmdretsch and Elston (2002) assert that
financial constraints may be more binding as faine slecreases. In another study,
Wagenvoort (2003) uses financial data for more t8@@,000 European manufacturing

and construction firms, and finds that European BISHffer from a structural finance
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problem that hinders their growth. In particuldrisi observed that financial constraints
tend to hamper the growth of small and very smathd and to be less binding for
medium sized enterprises. If compared with largerpnises, MSEs are more constrained
by the availability of internal finance. Other emal studies (e.g., Becchetti and
Trovato, 2002; Carpenter and Petersen, 2002) hawdirmed that the constrained
availability of finance affect small firm growth drgeneral performance. Even though
smaller firms seek to achieve minimum efficientlec@hey are more likely unable to
obtain sufficient capital from external sourcesomler to expand their businesses. In
particular, under the present dismal economic dmrdi, internal finance may have a
greater impact on the growth of MSEs. Moreover, itttensive use of internal finance
minimizes growth costs since internal resources less than external resources. This is
due to the fact that access to financial markets @ovision of external resources are

more problematic for small firms (Sarno, 2008)

It is often argued that MSEs are, in contrast tgddirms, informationally more opaque,
have on average higher growth rates, are finagcralbre constrained, and are more
dependent on bank loans when outside financingeeded. For a bank, the limited
information available about the MSE increases tis& mssociated with providing
financing, which induces the bank to reduce loatunity and increase the interest rate.
To optimize loan conditions, MSEs have an incentvéuild a relationship with their
bank(s) in order to minimize the information asynmyeThe association between bank
debt maturity and relationship lending is widelyestigated by Ortiz-Molina and Penas,
(2004) for US firms; and Hernandez-Céanovas and ételéant, 2008 for EU firms). For
example, Hernandez-Canovas and Koéter-Kant (2008) that, after controlling for
firm-specific characteristics such as size, agdédt @ad financial situation, close firm-
bank relationships increase the likelihood of afitaj longer-term bank loans. However,
once they allow cross-country heterogeneity touisfice the results, the empirical
evidence shows that relationship lending and iftecefon bank loan maturity for
European MSEs is impacted by country-specific fi@ct®his suggests that firms with a
higher proportion of bank debt will be able to axe@xternal financing more easily.

However, MSEs find it very difficult to obtain extel finance.
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2.2 Technical /Managerial Skills and Education
Managerial skills consist of an identifiable setagtions that individuals perform, which

lead to certain outcomes. Managers with differdgtes and personalities may apply
these skills differently (Cameron and Whetten, 2008us, managerial skills are
behavioral. General managerial skills are requicedrganise the physical and financial
resources needed to run a business and people enahadills are needed to obtain the
necessary support from others for the businessdcegd. Managerial skills and business
knowledge are an indication of how well an entrapte can perform important tasks
and activities related to the functions of a bussne

Basic knowledge in management is needed at irstage of running an enterprise and
also later during the development stage. At theirpégg, the management of the
enterprise is carried out by the sole founder/owmdro must perform all the actions
needed with doing the business. Crises occur wlinen enterprise is successfully
expanding and the entrepreneur (usually still thenfler and owner) is not capable of
running it, due to lack of needed knowledge and aganal skills. With this attitude
he/she cannot cover all areas of the enterprisedite to the enterprise expansion. He/she
lacks needed managerial knowledge and skills ohinghand further developing the
enterprise.

Some experiences gained by Gerber from his ownutamey practice (Gerber, 2001,
p.13), who coined the following entrepreneurial myThe fatal assumption is — you
understand the technical work of a business, yalergtand a business that does that
technical work “.Gerber points out to the fact,ttemall enterprises are mostly founded
by technicians, specialists or professionals inagerfields. For example, an accountant
or a carpenter “know their onions” but have liftéormation and experience in the field
of management. They can perform their work on msitsal level, but seldom do they
entrust their enterprise in the hands of managetryoto acquire this knowledge by
themselves. They run into problems with manageroértheir enterprise because they
concentrate all attention just to their specialifettl of expertise. The management and
managerial skills are neglected. Similar resultsneoout of Slovak study (National

agency for development of small and medium entsepri2005), where the second most
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significant reason of not wanting to be in busin@ggght after lack of financial capital)

were missing skills and experience needed for cciimtyia business.

The expertise however mentioned above is assumetbrime applicable in relation to
agricultural enterprises (farming)where anybodyhwat piece of land be it inherited or
purchased ventures into farming somehow, the teahskills notwithstanding and hope
that the business will thrive on its own. Of coutisis is equally fatal as the agricultural
enterprise requires management skills just like ather business. The structure and
content of education and training play and an irtgaudr role in the management of
agricultural enterprises which is one of the depaients processes (Mc Cormick 2006).
Non-financial services such as training, consuljaand advisory services, marketing
assistance, and technology development and traradfgilay a crucial role in increasing
the competitiveness and efficiencies of small besses. But these business development
Services (BDS) are seldom available to small en¢regurs who work in remote physical
locations, and do not know what kinds of services available — and therefore do not
make demands of them. In particular they lack acdesstate-of-the-art advisory and
facilitation services that help farmers increasedpctivity sustainably, and link them to

innovations.

African countries including Kenya in this case havih widespread support in their
populations invested heavily in education. The atlon systems have primary been
geared towards general academic qualification. Tyme of education however
demanded by farming enterprises in our case has spatific requirements. The
development of education and sector specific vooati training relevant for
development small enterprise and flexible productias been much slower. As a result
the sector specific vocational training has mataken place at private initiative and cost.
Kanungo (2008) indicated that education is an ingraraspect since it determines the
entrepreneurial orientation in individuals. Educatimay be formal or informal but all
are important in agribusiness enterprise managearahialso in farming as a source of
knowledge. Education is expected to have an impbtiaaring on the performance of

MSEs. The relationship between levels of revenuambership in business associations
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and education was analyzed National SME Baselinweyul999 (CBS, K-Rep and
ICEG) and the gross revenue by level of educatidnib&ed the relationship between
these two variables The highest proportions ofegméneurs with the highest levels of
revenue was found in the postgraduate group whéehighest proportion of those with
the lowest revenues was found among those with chacation. Another parameter
investigated during the study in relation to edioratlevels is the type of business
association or organisation to which MSE entrepuenébelong. The results clearly
showed that most entrepreneurs (76.3%) were nothaemof any of the indicated
associations. The most popular associations wemeyrge-rounds but mainly among
those who either had no education or those who date up to secondary school.
Membership to a business association is usefilanit brings one into possible business
contacts protection and promotion of business éstsrand the potential for financial as
well as non-financial assistance. Other than foracaldemic education, performance and
growth of MSEs is also influenced by the trainiegeived by MSE entrepreneurs in the
sector, as per the National SME Baseline Survep 1@8S, K-Rep and ICEG) training
which is an important aspect of entrepreneursisigeriously lacking in the SMEs. On

the whole 85% of the entrepreneurs have not redesueh training.

The typical owners or managers of small and micgoicaltural enterprises lack
managerial training and experience and thus dewaleip own approach to management,
through a process of trial and error. As a reshi# tmanagement style is more
opportunistic than strategic in its concept. Congeedly, the owners are ill prepared to
face changes in the business environment and to plapropriately changes in
technology like introduction of ICT in business rmgement. However this is worsened
by a reluctance or inability of agricultural MSE w&rs and managers to diversify control
over business functions to professional managexwgyp 2004). In some instances this
tendency may be magnified by a lack of skilled ngems, as well as an absence of
business skills in the areas of marketing and lessinievelopment.

The strength and salience of internal barriergkedyt to vary with the size of the firm. In

the early stages of a firm’s growth, an owner managn cope alone with many of the
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areas of management such as finance, human respumtaketing, and product
development. However, once a firm has reachedtainesize, or stage in its life cycle,
there is a need to professionalize the managenuectién if a firm is to continue to

grow.

Good and effective management has equally beeediné availability of accurate and
up to date information. Entrepreneurs operatinglbatevels of the agricultural value
chain lack access to up-to-date information ongs;iaveather, pest control and other
topics that would help them do business in a pldrarel efficient way. Such knowledge
and information management systems are essentiaktproducers with markets, and to
improve long-term planning and quicken reaction esmto changing external
circumstances. (National Agribusiness Strategy2201

Results from various researches regarding the sntdkprises revealed that, managerial
skills and knowledge are needed for successful geanant of small enterprises and at
the same time pointed out that there is some kinohdolence of commencing small
entrepreneurs to these skills. The self-confidesfcemall entrepreneurs is so high, that
they believe more in their ability rather than hgemebody else or pay attention to
education of themselves to gain needed knowledgenasemagerial skills (Zuzana and
Papulova, 2007)

2.3 Regulatory Environment and other Economic Varibles
The institutional framework within which firms ireect with customers, government and

each other can have a profound influence on firec®nomic performance. Business
growth is often considered to be at risk from hehapded bureaucracy, in both African
and other developing economies. Official and uwadfiinstitutions each play a part in
this. An unsuitable tax system and various discratory legal regulations can represent
a severe burden for MSEs in many developing coemtiComplicated laws, rules and
regulations concerning companies can be espectallgh on small and growing
companies.

Over-regulation of the MSE sector in market ecoresmprovides an incentive for
entrepreneurs to seek ways to evade regulatiordinipao the growth of the grey

economy. It also provides incentives to them toodiewresources to influencing the
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regulatory environment in their own favor, encoumgd‘'unproductive entrepreneurship”
(Baumol 1990).

In the worst case, the relative newness of marnks&tititions and legislation, and the
legacy of the culture of connections inherited fritva past, may encourage the growth of
bribery and corruption (Schleifer and Vishny, 2Q03his may further increase the
uncertainties and costs of carrying out businesg,raduce the growth and performance
of firms. In addition, powerful large firms, whetheecently privatized or not, whose
managers have good political connections, may extsploy a variety of tactics to reduce
the growth of smaller firms, from strategic pricipglicies to outright threats verging on
criminal behavior. These institutional factors migrease transaction costs facing
MSEs, and hinder the transition to a competitivek@aeconomy with a firm foundation

on the agricultural sector.

The national policy and regulatory environment hasimportant impact of technology
decisions at the enterprise level. Unpredictableegument policies coupled with grand
“corruption” high taxation rates all continue to sgogreat threat, not only to the

sustainability of MSEs but also to the Kenya ecopofdimuyu, P. K. (2009a).

2.4 Institutional Factors of the Firm’s Size
The size of agricultural enterprises is characeeliby many of the indicators: yield

(gross and marketable); availability of land, fixadsets, livestock, area of perennial
plantations (for specialized horticultural farmsgtructures (for vegetable farms in

protected ground), and the number of employed werk&.A.O, 2000)

Depending on the degree of concentration of adticaill enterprises and their units can
be divided into three groups: large, medium, sraatl micro (where a majority of farm
enterprises from the high potential areas falcdnditions of instability and inflation it is
difficult to delineate the precise boundaries adési groups, the cost of production or
sales. In agriculture micro enterprises includen@mwith between 0-9 employees, small
businesses include farms, with up to 9- 15 empleyedhe average of 16 to 60 and to a

large excess of 60. (F.A.O, 2000) The main indicatbthe size of the agricultural
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enterprise (association), its production units &hdae considered a value of the output.
This figure is over a certain period of time (u$pa calendar year) allows you to
compare the size firms, irrespective of their orgational and legal form of
specialization, location, technology, permanent atfer features. The cost of production
can be determined in comparable or prevailing pridé the firm or unit provides
production services, their cost is included inghaess value of production.

Determination of the concentration of firm unitsvexy important for proper organization
of production. Much of the economic theory of thewgh and performance of small
firms has been concerned with the relationship betwgrowth and firm size. The
conventional wisdom in economic theory has longlhbht, due to economies of scale
and scope, the growth of firms is positively retht® their size. Large firms were
typically expected to have advantages over smatisfiand so grow more rapidly. This
process was expected to lead to a growing condemtraf industry. This partly explains
the emphasis on large scale industry in the foroeetrally planned economies. But to
some extent it no doubt also explains the fas@natif economists from both east and
west with the newly privatized firms in those caues.

The age of an agricultural business enterprisectdlits market experience and affects its
ability to grow and move to the next size classaolhwould generally be aspects of
performance. Research findings seem to reflectttt@ionger a business survives, the
greater its chances to survive in the longer térims is an encouraging finding against
the backdrop of the high unemployment rate in tbeetbping world as is the case in
Kenya. International experience has shown thath®iand deaths among small businesses
tend to be concentrated among younger and smates {Picot and Dupuy, 2005).

Literature is beginning to show a consistent negatelationship between farm size and
firm growth, spanning several studies and many t@m As Hart (2000) observes,
“Most studies relating to periods since 1885 shbat small firms grow more quickly
than larger firms”. In the UK, for example, Hartda@ulton (2006) studied a sample of
29,230 firms and found a negative relationship leetwgrowth and firm size, based on a
Galtonian regression, for the period 2007-2010thiea USA, Evans (2007) studied a
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sample of 24,244 firms which had been in businessoVer seven years, and found a
similar relationship for the years 2006-2010. Alraigl Nerlinger (2000) show the same
relationship in Germany, while Farinas and More2@0Q) confirmed the relationship for
Spanish data covering over 2,000 firms. Many o#tedies have shown similar results,
including those by Evans (2007a), Dunne and Hudgl€€4) and Hart and Oulsen
(2008). These empirical studies confirm that intcast to the orthodox views, small

firms grow faster and perform better than largemér

There are several possible explanations of theorsafor the faster growth of small
firms. Small firms may grow faster than large firlmscause they are initially uncertain
about their costs and therefore enter the markketsatthan minimum efficient scale and
over time grow to reach it, Jovanovic, 2002). Hoare\as Hart has pointed out, if this
was all there was to it the dispersion of firm sizeould be very small, whereas the
reality is that the dispersion of firm sizes isgar A second explanation relies on the
theories of flexibility and adaptability of smallrhs, emphasized by the students of the
phenomenon of the industrial district and of thhersgth of network economies which can
offset the economies of scale enjoyed by largedi(Bartlett and Franevi¢, 2001). A
third explanation is that large firms suffer frons@tonomies of scale. This is often
linked to the increase in managerial costs as faime increases and the costs of
coordinating across an expanding span of controbemter limits placed by bounded
rationality (Penrose, 2000). A fourth explanatian firms react asymmetrically to
exogenous shocks in the short run. Given shortUtshaped cost curves, small firms
which operate below minimum efficient scale willpaxd output when prices rise, while
larger firms above minimum efficient scale will n&@onversely, small firms will not
react to price falls while large firms will reduatput. In the absence of capacity
adjustments, small firms have a bias to increaspubuwhile larger firms have a bias to
reduce it (Johnson, Conway and Kattuman, 2009ouktlh explanation, emphasized by
Hart (2000), implies that the “invisible hand” dfet market is not enough to generate
economic growth on its own: an activist state pumg@n energetic enterprise policy is a

key mechanism to get the most out of the markeh@ty system. Furthermore, market
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experience and size of a business are importan@blds that determine a business’s
access to financial sources.

Contrary to the advantageous position enjoyed byEM$n terms of growth and
performance enterprise, age and size is an impeditoe credit access this may be
attributed to short life expectancy of MSEs, espicinformal ones,. The high mortality
rate of MSEs means lost opportunities not onlyaocumulating business experience but
also for building credibility and reputation thaeanecessary for accessing credit from
financial institutions and suppliers of inputs gmducts. Most businesses die due to
lack of credit. (Kimuyu and Omiti, 2000) and morerssulting from their young age and

small size.

The preceding literature review highlights the esallifactors which have an effect in the
performance of small and micro enterprises in wexiparts of the world. However some
guestions which the study could answer include:

Are some of these factors which are applicableeimegal merchandise micro and small
enterprises the same ones as those impacting oculagnal enterprises and to what
extent? Could there be in existence other factdnictwplay a central role to the
performance of agricultural enterprises apart fiwwse discussed under the preceding
literature review? The research sought to findibutdeed similar factors influence the
performance of Agricultural MSEs in Nyamache Suh#@y. The research also
identified more factors that impact on the perfanoeof agricultural MSEs in the area
under study. The findings assisted to know how énérepreneurs overcome these
challenges in quest for solutions or guidelines\@ples which could help small and

micro enterprises improve their performance.
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2.5  Theoretical Framework
Fredrick Taylor's Theory of Scientific Management

From the literature reviewed, it is apparent thetain variables or factors play a more
important role to improved performance in termspobductivity of the trading unit
(Agricultural enterprise). The harmonious interptafythese factors must be operational
under scientific management principle as purpotigdlaylor. According to Taylor a
group of ordinary men following a scientific methadould outperform the other
“personal brilliant”. Captain of industry, Taylorgued for consistency and sought to
overthrow management by rule of thumb and replae@th actual timed observation,
leading to one of the best practice rather thaswaiig personal discretion in their tasks.
He believed that a spirit of hearty co-operatiorulslcensure that the workers follow the

one practice.

Under the philosophies he believed that the workiwauld be shared between workers
and management. The management will perform insdru@and workers will perform
labor, each group doing what is best suited. T&ylstrongest positive legacy was the
concept of breaking a complex task down into a rerméf substances to enable
optimistic performance of the task. The principteludes environment principle of
success and according to these, Taylor was annesti®iccess. The application of
scientific method of management yielded significemprovement in productivity. This
theory relates to the concept of productivity.

Taylor spent greater a part of his work on the [@wmis of achieving efficiency on the
shops’ floor. Efficiency is ostensibly very impanteor the government, especially in the
provision of business and technical support to Broller agricultural businesses
(agribusinesses). In the application of managentbabry, the scientific approach
requires one to develop a science for each operatioreplace opinion and “rule of
thumb”, determine accurately from science the @brtiene and the method of each job,
set up a suitable organization to take all respmlitgi from the workers, except on actual

job performance. Taylors emphasized on selectirtyteaining of workers to improve
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productivity. He argued that an average worker @qukefer to be given a definite task

with clear cut standards.

Mc Gregors theory x assumption about people arentisfly description of managerial

style produced by Taylors ideas, according to hifitient business owners should

continue to get government support as a way of mdiwg productivity without limit. In

his view output would be scientifically be deteretdnand it also efficiency will

automatically give rise to improved productivity

2.7 The Conceptual Framework

Independent Variables

Financial Literacy
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- Financial Records
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- Budgeting
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Managerial skills
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- Technical Training
- Professional skills
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Regulatory environment
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Figure 2.1  Conceptual Framework
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The figure above on the conceptual framework brimgs view the interaction of the

factors that could influence performance of MSEdNyamache Sub-County. Financial
Literacy variable as an independent factor inclutiesfollowing indicators: maintenance
financial records, the business’ cash flow, delpayeent and budgeting. Prevailing
regulatory environment also is an independent bhiavhich covers such factors as
interest rates, inflation, exchange rate and then@wmic policy such as fiscal and
monetary policy. Managerial skill as an independeniable includes the indicators of
education level, training and professional skillee size of the firm looks at bargaining
power of the enterprise during purchase and salemits and outputs, the level of
mechanization achievable on the scale of produdevdrich equally can determine the
production levels and if economies of scale caradigeved at that level. These factors
were assessed to determine how they influence npesftice of micro and small

enterprises in Nyamache Sub-County, performanceatsanbe looked at in terms of the
level of commercialization of the farming activ&jeproduction level or output, earnings
realized from sale of outputs, acceptability of theputs realized, quality of the produce,
the number of enterprise owners trained and Cdgliexfcy. Influence of government

support and NGOs together with the personal tdithe entrepreneur on their business’
performance were considered intervening and madegraariables respectively and were

not subjects of analysis in this study.

2.7  Summary of Literature Review
From the literature review, it was noted that dmsed enterprises have about the same

problems as experienced in Europe, the United §tatigeria, and South Africa and in
Kenya. Technological assistance, financial managementmaua variables including
access to markets and educational level and taimgéeds of farmers production process
and design offer specific knowledge conducive tonfe@xpansion and increase owners
flexibility. However detailed exploration and ansily of the relationship between
education and production performance of farminggmises in developing countries has
not been achieved.

The main reason why developing countries farmerd @maders have complexity in
management is that most farmers especially in lingtars have relatively less education.

They only try farming as an alternative and do wenture to concentrate on it as a
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primary occupation but rather divert their attentio other attractive ventures. Work is
needed to improve the prevalent perception heldth®y public that agriculture is
‘something you do when there is nothing else leftyou to do’. This negative attitude is
damaging. A positive image of agriculture as a nmedeector is crucial to both attract
young entrepreneurs, and to give small farmerchiaace to transform their subsistence

agriculture into effective businesses.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.0 Introduction
This chapter covers the research methodology utigerfollowing topics, research
designs, and target population, sample size anglsagmprocedures, methods of data
collection, validity and reliability of Instrument®peration definition of variables and
techniques of data analysis.

3.1 Research Design
The study was conducted under the descriptive guegearch design. This involved an

attempt to collect data from the population in ordedetermine the current status of that
population with respect to one or more variablesn®o and Tromp 2006) it involved
collection of quantifiable information from a sampThis survey method was suitable in
this study because it described an existing phenoméy asking individuals about the
perspective attitudes and values. It explained exjlored the status of two or more
variables at a given point in time, in this stubg tesearcher surveyed producers, traders
and middlemen in the agricultural value chain aadhier gathered information from

farmers themselves.

3.2  Target Population
Population is defined as an entire group of indiaitk events or objects having a

common observable characteristic. According to Mulgeand, Mugenda (2006) in order
to provide an accurate and reliable descriptionhafracteristics, attitude and behavior of
its members a sample of the population studied imeistufficient. The target population
was drawn from Nyamache Sub-County. The table bedbaws Wards of Nyamache
Sub-county and the main trading centers for eaatd wmall-scale enterprises licensed
by the County council of Nyamache and those agnil@sses in Ministry of agriculture,
livestock and fisheries (Nyamache office) data bedeveen January and December 2013
are also shown. The data for each trading centerfuvéher classified to show enterprises
involved in the agricultural trade, service andfamm agribusinesses. Total population of
the licensed agricultural MSEs shown in the taldéow was 224 enterprises (152 in

trade, 41 in service and 31 in farming).
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Table 3.1 Distribution of Agricultural Enterpris es in Nyamache Sub-County

Ward Major Market Centers Type of enterprise
Trade Service Farm Total
Nyacheki Isena, Nyacheki, Riomoro 20 6 4 30
Masige West Turwa, Orogare, Nyabisia 22 8 5 35
Bassi Central Maji Mazuri, Emenwa 24 7 5 36
Bassi Borabu Riosugo, Bosansa 26 5 6 37
Bogetaorio Nyangusu, Nyachogochogo 31 3 7 48
Nyamache T Kiobegi, Gionseri, Nyamache 29 5 4 38
Total 152 41 31 224

3.3.0 Sample size and Sampling Procedures
In selecting a sample one should select that whidvide the required information.

According to Kothari (2004) an appropriate sampltaghnique will be used since the
entire population is not manageable. The study ysethability sampling technique;
stratified sampling was also employed where thearsher aimed at getting specific kind
of information. It involved dividing the populatianto homogenous sub groups and then
using a simple random sampling to collect the saimmphe objective was to divide them
into non overlapping groups called strata, the aese preferred this method since this
method assumes that the sample is able to reprastwinly the whole group, but also
the sub groups of the population. A sample of 1920 the population is acceptable in
descriptive research, Mbwesa (1999). Taking theeuppaximum limit of 20% out of
224 agribusiness operators in Nyamache, 45 werecteel with the need to have
sufficient statistical power. Stratified samplingseared that at least one observation was
picked from each of the strata. Purposive samphiag also employed in identifying the
trade and agricultural officers involved in capgchiuilding agribusinesses, Deming
(1990) indicates that the sample design is appaigrn business research and describes
this technique as important when the researchget®rrespondents believed to have
reliable information. By using stratified samplingethod, disproportionately the sample
from each ward is derived using the formula below.

n = N (NXr)

{(NXT) + (N2XT1) + (N3XTI) + (N4Xr) + (N5Xr) + (N6XI)}
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Where

n = required sample size per ward

N = sample to be collected from the whole population
N1- N5 = population in each ward.

r = population standard deviation.

Table 3.2 Determination of Sample Mean and Standar@®eviation

Ward No Agribusinesses (X)  (X-U) (X-Uyr2
Nyacheki 30 -7.33 53.73
Masige West 35 -2.33 5.43
Bassi Central 36 -1.33 1.77
Bassi Borabu 37 -0.33 0.109
Bogetaorio 48 10.67 113.85
Nyamache Township 38 0.67 0.45
Total 224 175.4

U- 224/6 =37.3 R - V175.4= 13.24

{(N1Xr) + (N2xr) + (N3XT) + (N4XT) + (N5X1) + (N6XT)}
= {(30%13.24) + (3%13.24) + (36x13.24) + (37x13.24) + (48x13.24) +XB8.24)}
=2970.56

Nyacheki 45(30%x13.24F 6
2970.56

Masige West 45(35%x13.24F 7
2970.56

Bassi Central 45(36%x13.24) = 7
2970.56

Bassi Borabu 45(37x13.24F 7
2970.56

Bogetaorio 45(48x%13.24)= 10
2970.56

Nyamache Township 45(38x13.24 8
2970.56

Total Population Sample 45
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3.4.1 Sample Size
Using the sampling tables, on a population of 2&élsand micro enterprises operating

in Nyamache Sub-county, 45 enterprises make ups#meple size. Details on these
enterprises were drawn from a list obtained fromntp council of Nyamache together
with another list of farm business enterprises ioth from the Ministry of Agriculture
livestock and fisheries offices in Nyamache. Thedgttargeted to collect some basic
information about these businesses such as, basnase, physical location, and major
trading activity description. The sample frame sédnas a guide to sampling and data

collection.

3.5 Research Instruments
Data was collected through the use of questionmaisgructured interviews and

observation. The Questionnaires for use variedrucgire and content but they had both
closed and open ended questions to enable thenaspioto be free in providing the
needed information as per the research studyeligtlestionnaires is a series of questions
and other prompts for the purpose of gatheringrmédion from respondents especially
on the frequency of occurrences, this was desigoedhake use of action verbs
describing primary functions. The research utilizieid instrument by filling in the bank
spaces appearing after each question to reflectatgonse given. In other cases the
researcher had to tick an appropriate option frohstaof possible responses provided.
Drop and collect questionnaire technique was usethfmers and MSE business persons
not available at the time of interview.

Structured interviews were used to control the akexchanges between the respondents
and the research owners. This tool listed possibéstions to act as guidelines during the
face to face interviews which helped the reseaochemain objective and focus on the
study objectives. All questions were prepared tefand and put across in the same
order to each interviewee, this was aimed at gugrdgainst free flow of the interview
that may have resulted in irrelevancies and instegdded the study to stick to a fixed
format.

Observations and attitude measurement were usetiow the researcher to view the
behavior of respondents to take note both diredtwarobtrusive observations especially

in verifying the hypothesis as drawn earlier. Theearchers wrote down exactly what
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was seen in as many details as possible and weatda make inferences about what
was being observed. Observations provided firstdhaformation that was required
especially when determining the attitude of farmemnd business owners and its effects
on performances (Sodhi et al 1994).

3.51 Pilot Testing

Piloting draws subjects from the target populataord simulates the procedures and
protocols that have been designed for data cabecti

Pilot testing was conducted to check for validitpdareliability of the research
instruments. The sample for piloting constitute$0%, Mugenda and Mugenda (2006)
of the sample size and therefore it was carriedooubnly 8 agribusiness owners within
Nyamache Sub-County. The questionnaires were lligéd filled and collected for

analysis, unclear sections were refreshed

3.5.2 Validity of Data Collection Instrument

Validity refers to the degree to which a methodteat or a research tool actually
measures what it's supposed to measure. Welling2@®0), Instrument validity referred
to accuracy and meaningful inferences made basdaearesults obtained.

The researcher endeavored to produce a good ieveryuide and questionnaire which
were not biased. The research depended on thengsps minds set and attitudes in
order to get valid data. The content and face itglidas addressed. Three independent
judges from the Department were requested to afisesxtent to which the items in the
instrument address the objectives, as well as venhatistruments are in a format which is
easy to administer and use to ensure their effsotiss. Their inputs and general

comments were taken into account in refining tlsgruments.

3.5.3 Reliability of Data Collection Instruments

Reliability is the judgment of the extent to whighest, a method or a tool give consistent
results across a range of similar settings or ¢mmdi if used by different researchers. Le
compte and Preissle (2004) defines reliability atedms that no research conducted in
the social sciences world could achieve total bdiig. He describes it as an extent to

which studies could be replicated and assuntes & researcher using the same
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methods could obtain the same results as thafseprior study. The instruments
reliability were determined by the test re-test moelf whereby the questionnaire was
administered to 8 agribusiness operators and farmbich is within the range of 1-10%
of the sample size. After a period of six days fane was administered to the 8
respondents who participated in the previous insémni testing exercise. The reliability
was ascertained by correlating the scores and atorge areas which could cause
deviations. Using Karl Pearson’s coefficient ofretation denoted as

Where:
o= Y(Xi-XO)Yi-Y[) Xi = ith value of X Variable

VY (Xi- XO) 3 (Yi- YO)  XO= Mean of X
Yi=ith value of Y variable
Y[ /= Mean of Y

Using the above shown formula the reliability afnits and the correlation value was
0.762 which was considered suitable to make aceumétrences. In addition well trained
and skilled persons were asked to collect dataa diting and coding were carried out
to spot any inconsistencies or errors associatéd data collection, and to minimize

errors that occur during data entry and processspectively.

3.6 Data Collection Procedures
Upon getting a permit from the National Council smience and technology and with a

clearance from the university, Introduction lettevere presented to the Sub-county
agriculture livestock and fisheries office. Twossef instruments was used to collect data
and administered to the sampled population. Arrareggs were made to meet the
farmers and traders at a date and time converodiietrespondents while taking care to
do so within the scheduled dates of the study. (@resires and interview guides were
administered during the said meeting. The otheforination was collected through
direct observation and this enabled the researcbeknow and get the information
that the respondents did not provide.

3.7  Techniques of Data Analysis
Data analysis refers to a variety of activities @nolcess that a researcher administers to

make certain decisions regarding the data colletted the field Mbwesa (2009). This
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done in order to get meaning from data collected! lzan able to explain various features
from raw data. It is also the process of insipge cleaning, transforming and

modeling data with a goal of highlighting usefilormation that supports decision

making, Rodgers and Hrovat(1997). According tgrBan and Cramer (1997), data
analysis seeks to fulfill research objectives anovigle answers to research questions.
The study applied both qualitative and quantitateygoroaches. Quantitative data
processing and analysis started with editing dgiestionnaires to minimize errors, this
ensured completeness and consistency followgdcoding the open ended data
entry, The study also employed the statistical pgekfor social sciences SPSS (XP)
professional for data input, analysis and presemabdf results. The results were

interpreted and placed on frequency distributiohles in percentages that display
systematically the results and give meaning of megofigures; these were used to
provide an adequate statistical report to the figdi Qualitative data was analyzed and

interpreted by organizing data into the key aresagea the objectives of this study.

3.8 Ethical Considerations
Confidentiality of all information obtained was @bged. Permissions were sought from

all relevant authorities before embarking on daillection. While analyzing data any
exaggerations were eliminated and not acceptedsttity strived to maintain high levels
of accuracy. Personal or seemingly intrusive infation was not solicited; where

necessary absolute sensitivity and caution wasesegt.

3.9  Operational Definition of Variables
According to Mugenda and Mugenda (2006) this referdescription of operations that

are used in measuring the study variables. Thikudies research objectives, type of
variables, indicators, measure and level of scdla collection methods and data
analysis methods which are put in a diagram to show they interact with the variables.

A variable can be defined as an empirical proptrag can take two or more values, in
these study independent variables include, finatitéaacy, business management skills
and education level, institutional factors of sael the regulatory environment. These
were tested to asses if they are determinantsrédrpgance of Agricultural based MSEs;

the dependent variable.
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Table 3.3 Operationalization of the Variables
Objective Research Variable Type of Data Scale | Data
Question Information Collection Analysis
Instruments
To what extent does financial Independent Financial records. Questionnaire| Ordinal | Descriptive
literacy influence the Financial Literacy | Cash flow scale | analysis
performance of agricultural Debt repayment
MSEs in Nyamache Sub- Budgeting
County Enterprise plans and
gross Margin analysis

Dependent Efficiency in usage of | Questionnaire| Ordinal | Descriptive
finances for increased scale | analysis
revenue for daily
business operations
and expansion

How does Managerial skills | Independent Academic Questionnaire| Ordinal | Descriptive
influence the performance of Education level qualifications, literacy scale | analysis
agricultural MSE’s and professional | level, Technical

Nyamache Sub-county training on knowledge

farming and Seminars and

business operation workshops attended,

Dependent Prudent decision Questionnaire| Ordinal | Descriptive
making and use of scale | analysis
business strategy
realizing increased
profits over time

Does regulatory environment Independent Permits and licences | Questionnaire| Ratio Descriptive
influence the performance of Regulatory Taxation regime analysis
agricultural MSEs in environment and | Interest rates

Nyamache Sub-County? economic Market structures

variables Product standard
enforcement

Dependent Favorable government Questionnaire| Ratio Descriptive
policies for businesses analysis
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Objective Research Variable Type of Data Scale | Data

Question Information Collection Analysis
Instruments

How does the firm’s size Independent Access to credit Questionnaire| Ratio Descriptive

influence the performance df Institutional Government projects analysis

MSEs in Nyamache Sub- factors of size support (Mean)

County Economies of scale

Bargaining power

Dependent Operational efficiency| Questionnaire| Ratio Descriptive
attained due to size analysis
(Mean)
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CHAPTER FOUR
DATA ANALYSIS PRESENTATION AND INTERPRETATION OF RE SULTS

4.0 Introduction

This chapter presents data analysis, presentatidnirderpretation of results based on
response rate of study, demographic characterisfiaghe respondents, and access to
credit indicators by the agri-business owners, mameent skills of agri-business
operators, regulatory environment of the busineaselsfirm size factors. The data was
collected by the researcher and assistants whehebyesearcher was one of the field
officers who directly administered questionnaireshte respondents. The response rate is

as illustrated.

4.1 Response return rate
This section shows the response rate of responddrisvere targeted during the study.

Quantitative data was sourced through administnatd questionnaires whereby the

respondents were farmers and other agribusinepseators in Nyamache Sub-county

Table 4.1.0: Questionnaire Response Rate

Category Sample Returned Percentage (%)
Farmers /Traders 45 40 89
Agri-business officers 4 4 100

Total 49 44 95

Table 4.1 shows that 45 agribusiness practionerse wargeted in the study.

Questionnaires were administered to all the 45tjmaers targeted and 40 respondents
answered and returned the questionnaires; thisl&i@s to an 89% response rate.
Similarly the study targeted 4 agribusiness offickased within the sub-county and in
this case the response rate was 100%. Overall ¥8§onse rate was realized from
agribusiness practioners and other agriculturaicef§ to whom questionnaires were

administered

37



Table 4.1.1: Key Informant Response Rate

Category Sample Response Percentage (%)
Farmers 10 10 100
Extension officer 1 1 100
Total 11 11 100

In order to guide the study in the data collectiwacess there was need to identify key
informants to take the lead and introduce the rebeassistants to the targeted
respondents, questionnaires were also administerkey informants. Table 4.1.1 shows
a summary of the responses obtained and (100%xual@sved from key informants in
this study. The researcher analyzed the data basethis response rate as it was
considered to depict a true representation of spaghylation.

4.2 Demographic Characteristics of Respondents
The study sought to establish the gender, ageaadidn of the respondents in an effort

to descriptively analyze and ascertain their dempigic characteristics. The results on
the gender distribution of the respondents are samzed in table 4.2 below

Table 4.2.0 Demographic Characteristics of the Respdents

Gender Frequency Percentage (%)
Male 31 72.09

Female 13 27.91

Total 44 100

The results indicate that 31 (72.09%) out of thgdted 44 were male while the rest

13(27.91%) were female.

To understand and the age distribution among refgue the research categorized the
respondents age into a graduated scale for eadmananalysis. The responses obtained

are shown below in table 4.2.1
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Table 4.2.1: Ages of the Respondents

Age Frequency Percentage (%)
20 - 30 4 9.3
30 -40 7 16.3
40 -50 12 25.6
50 and above 21 48.8
Total 44 100

The findings as presented in Table 4.2.1 indidaa¢ tespondents between 20-30 years of
age were only 4 comprising of (9.3%). Within theedgacket of 30-40 there were 7
(16.3%) of the respondents, 12 fall between theddgd-50 and the rest who constitute
of (25.6%) and majority of the respondents are al&fvyears.

The respondents are distributed in different las®ti The study sought to establish the
respondents’ business location within the areauwfys The study findings are presented
below in table 4.2.2

Table 4.2.2: Location of the Respondents

Ward No. of respondents Percent (%)
Nyacheki 6 13.9
Masige West 6 13.9
Bassi Central 7 16.3
Bassi Borabu 7 16.3
Bogetaorio 9 20.9
Nyamache 8 18.7
Total 44 100

The study findings on the location of the respontsi@mdicate thaBogetaorioWard had a
majority of respondents with 9 respondents accagntior 20.9% of the target
respondents this was followed by Nyamache townahigrd which had 8 (18.7%)
respondentsBassi Borabuand Bassi central had an equal number of resptsaach
with 7 (16.3%) and finally Nyacheki and Masige wesio had the same number of
respondents 6 (13.9%) respondents each.
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As part of the demographic characteristics of g#gpondents, the study sought to enquire

on the age of the businesses targeted. The stndings are summarized in table 4.2.3

below.
Table 4.2.3 Duration of Time an Agribusiness has le® in Operation
Indicator Response Frequency Percentage (%)
No of years a 0-1 Year 9 20.7
business has been inl-3 Years 16 35.4
operation 3-10 Years 14 31.8
10 years or more 5 12.1
Total 44 100

The results obtained show that 16(35.4%) of thébaginesses have been in operation
for a period of one to three years and 920.7 %hefrespondents had only operated for
less than a year. Between 3 and 10 years constiite3 % of the sample, while those

who had been in operation for more than 10 years W2.1 % of the sample.

4.3 Financial literacy of the respondents
The study sought to find out how various factorteriact and influence the performance

of agricultural enterprises within the area undedg. One of the indicators used in the
study is the maintenance of business records inatfadysis of financial literacy. The
findings are summarized in table below

Table 4.3.0: Responses on Maintenance of FinancRRécords

Indicator Response Frequency Percentage (%)
Agricultural MSEs which Yes 24 53

maintained financial

records No 20 47

Total 44 100

24 (53%) agribusiness operators maintain records2&(47%) do not, they only keep
incomplete records with other records missing, éhbasiness records help track the

performance of their agricultural enterprises.
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The second indicator deployed by the study to gatlnge financial literacy of the
respondents is cash flow. The study sought to ktlwsvIlevel of adequacy among
agribusiness operators in relation to their castv by seeking responses to indicate the
adequacy.

Table 4.3.1. Responses on the Level of Adequacy@ésh flows

Category Frequency Percentage

Level of adequacy of cash flow

Very adequate 2 4.65
Adequate 5 9.30
Inadequate 28 65.12
Very inadequate 9 20.93
Total 44 100

The results obtained indicate that 86.05% (65.12%93%) percentage of agribusiness
operators were experiencing cash flow inadequaeiesh constrain their ability to meet
their day to day financial obligations such as pgyvages and input supplies while the
rest 13.95% (4.65+9.30) are comfortable with thghdéow from their businesses.

Another indicator deployed to interrogate the resjgmt’'s financial literacy is as to
whether agribusiness operators in the area unddy girepare budgets. The responses
obtained are shown in table 4.3.2.

Table 4.3.2: Number of Farmers that Prepared Budget

Indicator Response Frequency Percentage
Number of No 34 76.75
agribusiness operators

Yes 10 23.25

preparing budgets

Total 44 100

The study show that majority of agricultural busimeperators do not budget for their
agribusiness operations, out of the 44 respond&8tdp not prepare budgets accounting
for 76.75% of all respondents while the rest (23@%repare budgets.
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The study also sought to know whether agricultbrediness operators incurred debts of
restocking their input supplies and whether they able to pay back from income
realized from their investments. Table 4.3.3 shawwsmmary of the findings

Table: 4.3.3 Number of Agribusiness Operators ableo Repay Debt

Indicator Response Frequency Percentage (%)
Agribusinesses able to repay Debt fromlo 36 81.4

internal operations Yes 8 18.6

Total 44 100

Out of 44 respondents 36 (81.4%) incurred debtghoth most of them were not able to
pay back while the rest 18.6% were able to repayd#bts albeit with some difficulties

Table: 4.3.4 Earnings per Season from Agribusiness

Indicator Response Frequency Percentage (%)
Earnings in a 6000 or less 20 44.18
season 7,000-20,000 9 20.94
120,000 15 34.88
Total 44 100

A majority of the agricultural enterprise operatean less than Kshs 6000 from their
business operations per season where a seasan gadle is defined a cropping cycle of
the dominant agricultural commodity traded in theaa under study. When asked
whether the earnings are sufficient to supporthair business operations the respondents
indicated that they supplement their earnings ftbeir main economic activity and they

therefore undertake the agribusiness as a partdonigpation.

4.4  Test of the Hypothesis 1:
The hypothesis states: “The financial literacyagfribusiness operators significantly

influences the performance of their agricultural83n Nyamache sub-county”.

To test this hypothesis the researcher used threlabon approach whereby two sets of
data one representing the adequacy of cash flaanasdicator of financial literacy was
correlated against the earnings realized whichhia tase is used as an indicator of

performance of the agribusiness enterprises urtddy.sCash flow is represented in the
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analysis as the ‘X’ variable while earnings fronrilbgsiness operations are represented
as the Y’ variable to effectively utilize the KaRearson coefficient of correlation ‘r.
This co-efficient is calculated using the formula:
Where:
o= N(Xi-XO)Yi-Y0) Xi = i™value of X Variable
VY (Xi- XO) 3 (Yi- YO) X0 = Mean of X
Yi = i" value of Y variable
Y[l = Mean of Y

The correlation result obtained was 0.832. Thigcamgs a positive strong relationship
between cash flows (financial literacy) and (eagsirperformance). Based on the
correlation result we accept the alternative hypsith and reject the alternative
hypothesis hence confirm that indeed financialdity has a significant influence on the
performance of agribusinesses in Nyamache sub-gount

4.5 Managerial Skills of Agribusiness Operators
The study sought to establish the level of edunatind any other formal training as

indicators of their managerial skills. The resp@nsbtained are presented in table 4.5.0

below.

Table 4.5.0: Education Levels of Agribusiness Opetars

Level of Education Frequency Percentage (%)
Primary 5 11.64
Secondary 26 60.48

Diploma 9 20.95

Degree 3 6.93

Total 44 100

The findings show that the respondents possesdi@mving academic qualifications:
Primary 5 (11.64%), Secondary 26 (60.48%), Dipl@1(20.95%) and degree 3 (6.93%).
Out of 43 respondents, the findings of the studynsdd that majority of participants are

secondary school graduates which comprise (60.48%).
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Besides the formal academic qualifications the ystsdught to establish whether the
respondents have received any other forms of trgifiormal or informal which are
equally important in determining the business manant skills of respondents. The
findings are shown in table 4.5.1

Table 4.5.1 Trainings Received by Agribusiness Opators

Agribusiness Operators Frequency Percentage (%)
trained

No 29 67.5

Yes 15 32.5

Total 44 100

The results show that 15(32.5%) of the respondposses professional qualifications
relating to the operation of agricultural enteresidiaving attained some level of training
on business management, crop and animal husbanditye rest accounting for 32.5%
had no training or business management skills.

In recognition of the role played by extension amnade officers in improving the
business management skills of the entrepreneursttidly sought to establish the level of
interaction between agribusiness officers and th&epreneurs. The responses are
tabulated in table 4.5.2 below.

Table 4.5.2 Interaction Level with Agribusiness Oficers

Category Respondents Frequency Percentage (%)
Level of interaction Passive 37 83.72

with officers Active 7 16.28

Total 44 100

The level of interaction with extension officerssmaterrogated for purposes of seeking
advice and training from professionals deployedffer extension services. Table 4.5.2
shows the responses obtained. Out of the 44 resptatargeted, 37(83.72%) said their
interaction with agribusiness officers is passivel dhe remaining 7 accounting for
(16.28%) indicated that their interaction with &gisiness officers is active.

The quality of inputs sourced in this study is takes an indicator of the business

operator’s managerial skills and therefore wasiiogated. The inputs quality aspect was
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analyzed in terms of whether the quality of inputas a factor in determining the
agricultural business performance. The responsksneldl are presented in

Table 4.5.3: Quality of Farm Inputs

Category Response Frequency Percentage (%) Cumulative percentage

Farm inputs Good quality 37 84 84
used Poor quality 7 16 100
Total 44 100

Of the 44 farmers who responded 84% confirmed ttingit inputs are sourced from the
certified and recommended outlets were of goodityukdading to higher productivity
while the other 7(16%) intimated that their inpate poor quality and this results in low
productivity.

The study sought to establish the relationship betwthe output realized at farm level
and technical support services provided to thecaljural business operators build their
managerial capacity. The responses obtained arensbelow in table 4.5.4

Table 4.5.4: Output Realized after Receiving Techoal Services

Indicator Increment in Output  Frequency Percentage(%)
Increments in 0-10 Kgs 6 13.5

output from 11-30 Kgs 14 31.0
technical support 31-70Kgs 9 20.5

services 70Kgs and more 15 35.0

Total 44 100

The results obtained indicate different incremetdsthe primary producers upon
receiving technical support from the extension &ade officers. The biggest proportion
(35%) of the respondents experienced a bigger nmené in output upon receiving
technical support of over 70kgs. 13.5% of the respats realized about 10kgs

increment in output

4.6 Test of Hypothesis 2
The hypothesis states: “There is a significantti@ighip between the performance of

agricultural MSEs and the managerial skills of #mrepreneurs in Nyamache sub-

county” To test this hypothesis the researcher Isbinyestigate the relationship between
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two sets of data i.e. trainings received as ancaidr of the managerial skills of
respondents and their earnings per season as &atordof performance. The two
indicators are denoted as ‘X’ and ‘Y’ respectivdtythis respect the Karl Pearson’s
Co-efficient of correlation was employed and theuiant coefficient was calculated as
0.756 which indicates a strong positive relatiopshietween the performance of
agricultural business performance and the mandgilts of the entrepreneurs

On the basis of the results obtained from the tarom test, we accept the alternative
hypothesis which states that there is a significalationship between the performance of

agricultural MSEs and the managerial skills of énérepreneurs.

4.7 Regulatory Environment Influence of Agricultural MSES’
The environment in which agricultural businessesrafe can be analyzed using various

other variables such as industry entry restrictigm®duct quality standardizations,
trading rules, tax regimes, tariffs and non tavdfriers, other indicators include licenses
and permits to be provided by the industry regutaton order to determine the
relationship between performance and the regulaemyironment the study sought
responses as to whether existing industry reguiatitave an impact on their earnings,
the responses obtained are tabulated below.

Table 4.7.0: Influence of Industry regulations on gribusinesses performance

Indicator Response Frequency Percentage (%)
Influence of restrictions Yes 27 58.4

on performance No 17 41.6

Total 44 100

The results presented in table 4.5 shows that 5&#fte respondents have experienced
poor performance on their farm based and off fagnicaltural enterprises resulting from
entry restrictions such as permits and licences.dDd4 farmers 17(41.6%) of them are

of the opinion that permits and licences had areestveffect on their profitability.

4.8  Size of agricultural enterprises
The study sought to find out whether business esiparand growth is influenced by the

size of the agricultural enterprise; this queryp@sed on the fact that the growth rate or
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expansion of a business is an indicator of perfowea Preceding literature review

indicate that large businesses have operationaradges and access to finance while
small scale businesses are disadvantaged by theil scale of operation. Table 4.8.0

below summarizes the findings as provided by tepaadents.

Table 4.8.0: Firm Size Influence on Business GrowWwtand Expansion

Indicator Response Frequency Percentage
Agricultural MSE Slow 33 75

growth and expansion Fast 4 9

rate Moderate 7 16

Total 44 100

Table 4.8.0 above indicates that out of 44 agriless operators that responded 26 of
them (60.4%) said that they are experiencing a gjowth rate because of their size, 4
(9.3%) indicated that their agribusiness growtle nais fast and 14 (30.3%) indicated
that the growth rate was moderate adding that tioevth rate is has been affected

predominantly by their small size

The study sought to establish whether operatorsahaalor bargaining power as a result
of their business sizes or scale of operation. firftengs as provided by the respondents
are presented in table 4.8.1 below

Table 4.8.1: Firm Size Influence on Bargaining Poer

Indicator Response Frequency Percentage (%)
MSEs Bargaining Yes 32 72

power No 12 28

Total 44 100

The research findings as presented in table 4t&%eait is shows that 32 (72%) of the 44
respondents have been experiencing a poor barggumwer. On the other hand 12(28)
% of the respondents however cannot confirm thair fpoor bargaining power can be
attributed to their size or scale of operation.
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The research sought to establish if the MSEs lonitearket access is influenced by the
sizes of their firms. The findings are presentethbie 4.8.2 below

Table 4.8.2: Firm Size influence on Market Access

Category Response Frequency Percentage
Firm size influence Yes 40 90.06
Market Access No 4 9.94

Total 44 100

Out of the 44 respondents 40 (90.06%) indicatetttiey had difficulties reaching some
far markets because of the costs involved, tohsrges, fees and the quality
specifications set out for certain commodities iertain markets due to their
disadvantages. Only 4 of the respondents accoufaim®94% indicated that their size is

not responsible for their limited market access.

4.9 Qualitative Data Analysis
Qualitative data analysis was based on the keynmdat interview administered to the 10

agricultural enterprise operators and one agrimssirofficer. The agribusiness officer
based in Bogetaorio ward which had the highest mumbrespondents pointed out that
the area is a high potential ecological zone fatitwitural high value crops which would
fetch high returns for agricultural enterprise @ers and traders. The farmers needed
appropriate agronomic training to improve produtgivand to carry out agricultural
based businesses to optimal levels, equally ther aiffi-farm agribusiness operators need
trainings on business planning and managemenk&dadvantage of the high production
levels likely to be realized from the farmers ire threa. The agribusiness officer also
explained that the limited technical and businegspert available to farmers and other
agribusiness operators is a result of lack of adeguransport pausing mobility
challenges in reaching their clients. Among othleallenges the agribusiness officer
mentioned poor infrastructure especially dilapidatead network and lack of storage
facilities, few extension officers in the region ikehthe areas to be covered were very
expansive and inaccessible.

The agribusiness owners interviewed gave responbesh showed that they were not

aware of existence of business training servicesra®ed specific projects rolled out to
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address their business management deficienciesseTlsan be sponsored by the
government and other development partners. OutOo&dricultural business operators
interviewed 6 (60%) confirmed that they are onlyaasvof the extension services for best
farm practices which existed in 1970s and 1980 fHspondents are not aware of the
existence of business support service through govent ministries and specific projects
meant to boost agribusiness operations.

Most farmers felt that the trainings done are nall wublicized and that a few
participants who benefited are those called forsiminars as individuals depending on
their proximity or relationship with the organizetdowever, they concluded that the
agribusiness staff needs to be increased in nunbdse more visible and to reach as

many agricultural business operators as possible.
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CHAPTER FIVE
DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS
5.0 Introduction
This chapter covers a summary of findings as wellliacussions and conclusions based
on the study findings. The chapter also has recemndgations while the last part of the

chapter contains the study’s contributions to krealge and suggests other areas in which

further research can be carried out.

5.1 Summary of Findings
An entrepreneur’s attributes such as gender, agk laration are the demographic

independent variables that may influence the perdmice of an agricultural enterprise.
Out of 43 respondents targeted, 31 (72.09%) welesrand 12 (27.91%) were females
this shows that there were more males than fenedpondents. In terms of age the
results obtained shows that agribusiness operafoai ages participated with majority

of the participants belonging to age 50 years dwv@ and minority being between ages
20-30 years. The data shows that most of the dgrralibusinesses (56.1 %) in existence
were less than three years old. 68.3 % of agriclltbusinesses that had been in
operation for a shorter period (less than one yegmrted that their agricultural business

performances were on the decline.

Financial literacy of the respondents was alsoctofeof performance being interrogated
in this study; results of the findings show tha®®8f the respondents maintain records
and 47% do not have any records. In terms of daslsf bigger proportions (65%) of the

respondents have inadequate cash flows on the lnginekr 76% of the respondents do not
prepare budgets while the rest accounting for aBdb prepare budgets. Overall these
are indications of low financial literacy among tagribusiness operators in the study

area based on the indicator results analysis.
As per the research findings, the majority of tgpondents had acquired some level of
education primary 11.64%, O level 60.48%, Diplom@.98% degree 6.93%.The

interaction level the agribusiness operators arceiiension officers on the ground stand
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at 84% active and 16% passive pointing to low leviel technology transfer and
information dissemination. The results are an iation of low managerial skills amongst

the agribusiness operators.

The regulatory environment within which the agribess operations are being
undertaken is a performance factor resulting frowm dperational costs encountered in
complying with the rules and regulations governimg industry. 59% of the respondents
confirmed that indeed the permits, licenses and Ineeship subscriptions contribute to
higher operational costs hence poor performancerése (41%) of the respondents
however are not in agreement with this statement.tli’s basis the results generally
indicate that the regulatory environment is a mdjat influence the performance of
agricultural MSEs in Nyamache Sub-County.

The study sought to establish whether the growtdh expansion rate an indicator
performance of the agricultural MSEs can be atteétiuo the size or age of the firm.75%
of the respondents were of the opinion that indbeg are experiencing a slow growth
rate which mainly is because of their size whiléol6f them attribute their moderate
growth rate to their size. 9% of the respondentsdawer differ and cannot directly link
their growth rate to their size. The research figdialso shows that 32 (72%) of the 44
respondents have been experiencing a poor bargguower. On the other hand 12(28)
% of the respondents however cannot confirm thair fpoor bargaining power can be
attributed to their size or scale of operation. Sehéndings is evidence enough that in the

area of study, firm size has an influence on tperformance

5.2 Discussion of Findings
More males than female respondents participatetthignstudy. However, according to

Ministry of Labour and Human Resource DevelopmeakG (2004), female

entrepreneurs tend to mainly concentrate on miciAgsses due to gender inequalities
in income distribution. The research findings maghably be explained by the fact that
Kenya like most African countries is a patriarceatiety where men dominate in most

spheres of life and especially so in economic matté is important to note that within
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the Kisii community, social roles and norms stiittdte segregation of activities by

gender.

The research sought to establish the durationnué that the agricultural MSEs have in
operation since inception, young businesses fateusechallenges that make the owners
consider their businesses as doing poorly withenfitst year of start up. This finding is
clearly supported by the literature reviewed atlikginning of the study. It also shows
that most micro and small businesses hit their @@ake fifth year. After the fifth year,
most entrepreneurs seem to suffer from what majekeribed as entrepreneurial burnout
and the excitement declines. This may partly expleily most businesses that are more
than 5 years and above consider their businessesi@ag in the process of failing. This
finding seems to confirm the observation made bwydemecker et al., (2006) that
entrepreneurial burnout may lead to entrepren@sisg interest in one business venture

and instead look out for other opportunities.

In relation to respondents’ financial literacy thesearch focused on the ability of the
agribusiness community to maintain income and edipere records, business cash flow
adequacy, budgeting and ability to repay debts wihemowed. In terms of records
maintained a good proportion (47%) of the respotsjeto not keep any forms of records
especially amongst the farmers; however most obther off farm businesses maintain
incomplete records which averaged (53%), this carutilized to construct complete
records.The Records come in handy when carrying out faragbting and planning and
they are also important since they guide busingszabors keep track of costs and

income and eventually profit determination.

The study findings also indicate that cash flovsiheng from the agricultural enterprises
operations are either insufficient or poorly re@adUp to 65 % of the respondents are
not satisfied with the cash flows from their entesgs. The finances are seasonal with
some periods having enough cash while at timesdiqash is totally lacking, this leads

to inability to meet their day to day financial maltions. These findings are in agreement
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with Hardwork (1997) who explains that the basioremmic problem is that of allocating

scarce resources among competing ones.

The results obtained also signify that agricaltirusiness operators are also unable to
repay debts incurred during the production or prexient period and attribute this to
insufficiency in cash flow. The study revealedttB6(81.4%) out of 44 incurred short
term debts of which many were not able to pay bdw& to various reasons. Some of
these reasons include lack of a ready market f&ir tommodities, poor prices and high

input costs and they can therefore not breakevatide them recoup production costs.

In terms of budgeting many agribusiness operatarsiel some form of budgeting
whether in the prescribed format or in some infdrmay, the respondents not budgeting
also indicated that their purchases were baseceed to need case (impulse) otherwise
nearly half of them budgeted. This is in line wilte findings of Kapoor (2011) whose
findings revealed that planned spending throughgbtidg is the key to achieving
organizational goals and future financial securiityhis research he explained that most
projects fail within the first few years of formaiti, due to financial difficulties caused by

poor financial management.

The study findings show positive relationship betwédinancial literacy as interrogated
by the above discussed indicators on businessrpaafce. We may therefore infer that
not only do businesses need to have adequate accéssnce but they also need the
financial literacy to be able to optimally utilizghatever resources at their disposal.
Existing policy interventions should be geared talsasuccessful linkages and support
services to farmers and other agricultural busiegssich as training on investment and
financial management to empower the recipients mpkedent use of the credit
advanced. Effective financial management would heXpand their businesses and
diversify to related ventures aimed at improvingittability to generate a constant flow

of income, to fulfill repayment schedules as spaltby financiers.
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Managerial competencies are sets of knowledgelsskkehaviors and attitudes that
contribute to personal effectiveness (Hellriegedle008). Managerial competencies are
very important to the survival and growth of agliatal MSEs. Martin and Staines
(2008) found that lack of managerial experience skilds are the main reasons why new
firms fail before their fifth birthday. The resebrsought to interrogate the academic
gualifications, trainings attended and the tecHrseavices received by the agribusiness
operators consulted as indicators of their manabeompetencies. It was ascertained
that all the agricultural enterprise operators ritaved had some formal education
acquired either from formal academic institutiomsfrom other trainings conducted by
government agencies and other development partddrs. skills gained assist the
respondents in making crucial decisions relatinghir business operations based on
available information, this in the long run hasgngicant influence on the agribusiness’
performance. Some of the trainings the operatasattended include those organized by
Smallholder horticultural marketing Programme (SHdN! being implemented in the
area in collaboration with international fund faogrigultural development (IFAD) and
therefore had professional skills acquired througle projects’ training sessions.
Similarly one other respondent had attended aitrgiarganized by ministry of trade on

business management and investment opportunitigstitag MSES.

Respondents with professional skills were ableptayathe knowledge in their day to day
operations of their businesses. Informal trainisge also carried out through peer
seminars among the operators on best agricultueaitipes, financial management and
identification of investment opportunities duringlfshelp group meetings commonly
known as ‘chamas’. These informal trainings hagaificantly contributed to the pool of

business management skills exhibited by some ofréspondents outside the formal
trainings. The levels of interaction with extensgiaff is also taken to be an indicator of
managerial skills since during the interaction, #ggibusiness operators gain technical
knowledge and skills to improve their business mganal skills. According to Fowler

and Rock (2010) lack of training can impact negadyivon growth of projects.
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The regulatory environment in this context includesonomic factors which have a
direct impact on the potential attractiveness ohedusiness ventures and consumption
patterns in the economy. These factors have sogmfi and unequal effects on
organizations in different industries and in diffiet locations. Economic variables
include the fiscal and monetary policies of the ggoment, inflation, interest rates and
foreign exchange ratedaxation rates and licensing procedures. Kenya'sreotl
economic environment is characterized not only igh hnterest rates but also by low
growth rates (low consumption) high inflation ratsd declining exchange rates. All
these factors can affect sales, revenues and maddeintial of new MSEs (The
Economist, 2009).The extent of competition and ipttd competition also impact on the
market potential and growth opportunities of adtimal MSEs. The study findings
showed that out of 44 agricultural MSEs who resgohd?7 of them which is (58.4%)
said that the regulatory environment such as peraritl licences had an impact on their
profitability. These findings agree with Ehlers drakzenby’s (2007) study which found
out that these variables influence the demand @wdg and services and hence the
performance MSEs such as small holder agricultemérprises. The effects are brought
about by the fact that the restrictions increagecibst of operation and therefore overall

expenditure.

Overall small and micro agricultural enterprisesuinhigher operational costs. The firms
suffer from diseconomies of scale, the MSEs havenbexperiencing difficulties in
accessing lucrative markets for their productskdiaaccessibility can be influenced by
the size of the firm, micro and small enterprisegymot be able to access far off markets,
on the other hand larger companies enjoy the adgastof economies of scale and can
therefore be able to access far off markets. Gthenimportance of enterprise age and
size in access to credit, short life expectancM&ESs, especially informal ones, is an
impediment to market access. As part the studyirfge] the growth rate and expansion
of agricultural MSEs is directly influenced by teee of the firm, data obtained show
that a majority of the respondents (75%) are erpeing a slow growth rate which they

directly attribute to their micro or small scaleagferation.

55



High mortality rates experienced by most MSEs miesh opportunities not only for
accumulating business experience but also for imgjldredibility and reputation that are
necessary for accessing credit from financial fn8tins and suppliers of inputs and
products. The findings are in agreement with exgstiterature which often links the
diseconomies to high managerial costs which araffotdable to small size firms hence

encountering limits placed by bounded rationalRgrirose, 2000).

5.3  Conclusions
The aim of this study was to examine the extemthiwh performance of agricultural

MSEs is associated with business operation fa¢tzs financial literacy, education and
managerial skills, regulatory environment and fsize). The study utilized percentage

tables and correlation models in trying to analyredata obtained.

The empirical findings on the farmers’ personalrelteristics and demographic data
reveal a bias in gender distribution on the parthe respondents. The study therefore
concluded that most agricultural MSE operators y@amache Sub-county are males and
therefore agricultural based economic activities dgminated by male gender especially
on agribusinesses dealing in trade, brokerage ramdgdortation of agricultural produce.

In this regard there is need to put in place gjiatethat would encourage more females
to participate effectively in non-farm based adigs and be well distributed along the

agricultural value chains.

As per the study findings in terms of the ages h# tespondents the majority of
agricultural MSE operators who operate the agriiesses are aged more than 50 years
or more and the lowest are between the ages 0028 study therefore concluded that
most of the youth do not participate in agricultwmaterprises while the aging population
who have opted out of other professions (retirees)actively engaged in agriculture as
an economic activity either directly or indirectlijhere should be interventions to attract
the young and energetic population to these vestirgguarantee its growth and secure

its future.
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The study concluded that most agricultural entegriare micro in size and are also at
their infancy having been operation for less thaye&rs. Significant proportions are also
less than ten years of age and therefore facinghhfenges brought about by age and

size.

The findings also concluded that the level of etiooaand training on agricultural best
practices and business management has a direcip@sitive relationship with the
performance of the agricultural enterprises studmdch was analyzed in terms of
earnings realized per season. The participants hatsic education i.e. primary and
secondary level qualifications are the majoritytted participants involved in agricultural
based economic activities. Owing to the fact tted group of respondents posses no
additional skills or training, efforts should betpa place to facilitate their more active
participation because they have no alternative jdhgse are their primary occupations.
It also concluded that irrespective of the levelediucation all agribusiness operators
require specialized training to equip them withllskon current technologies and bring
them up to date on production and market trends.

The findings also revealed low levels of interagtiavith the agribusiness officers on the
ground implementing government projects to tramsfagriculture from subsistence
focus to commercial ventures while providing demdrden trainings.

The regulatory environment directly impacts on peeformance of agricultural MSEs as
it stipulates trading rules, taxes and licencetviarre direct costs that work to reduce the

incomes realizable by the enterprises.

5.4  Recommendations of the study
The results are relevant for policy makers and os/M&SEs in developing economies.

Evidence shows that micro- and medium-sized agdticail firms in these countries still
rely on internally generated sources to supporit tg@wth and find it very difficult to
obtain external finance largely due to their panamcial management history. Thus, the
governments in developing economies need to paseased attention to small- and

medium-sized enterprises financial literacy rati@mn access where they have put a lot
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of emphasis. In addition, concessional loans faicajural MSEs should have low
interest rates in order to ease the loan burddhe@emerging ventures.

In order to overcome environmental challenges duaistrain agricultural MSEs from
achieving growth and their full potential, the tling recommendations are suggested:

Agricultural MSEs should be able to produce businpkns that forecast cash flow
requirements, have an operational plan and denatastiability and sustainability in

order to secure and effectively manage finance.agreultural MSE owners may not be
able to do this on their own but with the help gfibusiness officers’ expertise, the plans

can be developed.

Thorough market research is needed to ensure lea¢ is adequate demand for the

products or services being offered by emergingcagitiral MSEs.

Choice of the business location needs to be coresidearefully in order to minimize
distribution costs, meet demand and beat competifitiere is also need to choose the

product or service that appeals to customers iardadfully satisfy customer needs.

Provide up-to-date training programmes that foaushe needs of entrepreneurs rather
than outdated programmes. It is important to ineltethnology in the school curricula as
well as adult education programmes to ensure tletider population becomes more

familiar with technology.

It is beneficial to the growth and sustenance o¥ agricultural SMEs to have reforms in
the regulatory environment in order to reduce r@oketand lengthy procedures in the

registration and licensing of new businesses.

Tax incentives need to be put in place to favor newture creation and development.
Interest rates reviews should consider the unicggemé agricultural MSEs. Further,
Transport and communication facilities as well akable power must be provided in

rural areas where a majority of agricultural MSEsslacated.
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Unfortunately, the research does have some liraitatiThe most notable one is related
to the lack of complete data for some proxy vagal(e.g., short- and long-term direct
earnings directly derived from agricultural actieg mainly because such information is
juggled up with data relating to earnings from oteeurces. These variables are not
included in the analysis. In addition, the empiriezsults are derived from a sample of
only one Sub-county which is a high potential agomlogical zone and may not be a
good representation of all Kenyan Sub-Counties. $hely will improve if more
agricultural MSEs with full data records from diéat counties are included in the
sample as farm and off farm agricultural enterpdbaracteristics vary from region to
region. The analysis will beneficial if more of tkenallest (micro) and youngest (less
than 5 years of existence) firms are included andhtaset in order to examine whether
the impact of the identified determinants of perfance differ between the different

groups.

5.5  Contribution to knowledge
While examining the factors which influence perfamoe agricultural MSEs in

Nyamache Sub-County, the study made the followorgrdbutions to knowledge.

Table 5.5.0 The study’s contribution to knowledge
Research question Contribution to knowledge

To what extent does Effective financial management of internally gerneda

financial literacy resources would help agricultural MSEs expand their
influence overall businesses and diversify to improve their abilitygenerate a
performance of constant flow of income and fulfill repayment schkss
agricultural MSEs? Increased attention to small- and medium-sizedrpnses

should focus on financial literacy rather than tleenphasis

on access before seeking external credit
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How do managerial
skills influence the
performance of

agricultural MSEs in

The study contributed to the knowledge that peopitn
basic education have agricultural businesses asghmary
occupations and technical trainings aimed at equogpthem
with agricultural and business skills should bdegblout. In

Nyamache Sub-County?terms of training, study reveals that all groups@ifibusiness

To what extent does
regulatory environment,
influence the
performance of
agricultural MSEs’
performance?

How does the firm’s
size influence the
performance of the
agricultural micro and

small business

operators irrespective of education levels requdugher
training.

Entry restrictions such as lengthy proceduresen th
registration and licensing of new businesses irsar¢fae cost
of operation and therefore impact negatively orrae
agribusiness profits. Requirements that agribuse®are
members of SACCOs and marketing associations help
regulate the agricultural sector. They also provideMSEs
with the advantages of economies of scale andatitbey
boost their performance

The size of an agricultural business enterpriséects its
market experience and affects its ability to growd anove to
the next size class. Agricultural MSE slow growster and
inability to access some markets can directly bhebated to
their micro or small scale of operation, Generaliyall and

enterprises? micro agricultural enterprises incur higher openadl costs
due to their size.
5.6  Suggestions for further studies

Similar studies should be replicated in other 8wabmties in Kenya to assess the

performance agricultural enterprises especially smaring the unique features of

agribusinesses from region to region. The caseiestushould take into account the

specific differences in terms of infrastructuradewment and location of the business

units. Further studies on how to increase the nundfeyouths participating in

agricultural activities ought to be undertaken, le/tmeasures to improve record keeping

for farm based enterprises need further examinatiatevise simple templates on record

management.
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APPENDIX |
INTRODUCTION LETTER
MASIRA INNOCENT MOKAYA
P.O. BOX 3184-00200
CITSQUARE, NAIROBI
CELL PHONE 0725 738 277
g" AUGUST 2013

THE MINISTRY OF AGRICULTURE,
NYAMACHE SUB-COUNTY
P.O BOX 185
NYAMACHE
Dear Sir,
RE: REQUEST TO CARRY OUT ARESEARCH IN YOUR AREA

| am a student at the University of Nairobi purguenmaster’s degree in Project planning
and management. As part of my course, | am requirearry out research on the factors
which determine the performance of micro and sraglicultural enterprises, within
Nyamache region. Of interest are trade, serviak @n farm enterprises operating as
agribusinesses as inventoried in your existingluega

| also have the pleasure to inform you that yoaffstare part of the respondents in this
research. The researcher will maintain strict aweritiality and the identity of the

participant will not be linked to the informatioaceived by the researcher.
Thank you.

Sincerely,

Masira Innocent Mokaya
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APPENDIX I

TRANSMITTAL LETTER

MASIRA INNOCENT MOKAYA
P.O. BOX 3184-00200
CITY SQUARE
NAIROBI
08 /08/2013
CELL-PHONE: 0725 738 277
To
ALL RESPONDENTS

Dear Sir/Madam.

RE: REQUEST TO COMPLETE A RESEARCH QUESTIONNAIRE
| am a student persuing a masters of Arts degr@eaject planning and management at
the University of Nairobi. As a partial fulfilmenfor the award of the degree, am
expected to carry out a research study whose iegithe factors which determine the
performance of micro and small agricultural entesgs, in Nyamache Sub-County, Kisii
County”.
| am kindly requesting you to complete this reskagciestionnaire to enable me to
complete my study. The information you shall givii wot be used against the stated
purpose nor will it be accessed by any other petsdgnme, kindly be honest and co-
operate in providing the information.
| highly appreciate and thank you in advance ferng you invaluable time to complete
the questionnaire. Thank you.

Sincerely,

Masira Innocent Mokaya
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APPENDIX 1l

FARMERS AND AGRICULTURAL TRADERS QUESTIONNAIRE
The purpose of this questionnaire is to collecbimfation about the factors which
influence the performance of micro and small adtiral enterprises, in Nyamache Sub-
County, Kisii County. This will help in identifyingpossible solutions to the problems
faced. The answers you give will be important te study. Kindly try to answer all the
guestions to the best of your knowledge. The infdrom filled in the questionnaire will
be treated with utmost confidentiality.
Kindly tick as appropriate to provide the right inf ormation where applicable.
PART A: PERSONAL DATA
1. Gender: Male [ ] Female [ ]
2. Age 20-30L_] 30-4d_1 40-4 ] 50 and above[ ]
3. Physical Location (Indicate nearest major macketter)..............ccoeoveieiveeneennnn.
4. Name Of farm/BUSINESS. ... .o e

5. Number of employees either casual or permanehtrecludes those paid and the

unpaid
a) 0-4 Employd ]
b) 5-9 Employd |
c) 10 or more [_]

6. Size of the farm (applicable to farmers)
a) 0-2Acres [ ]
b) More than 2 A{__|

7. Year when the farm/business came into operation

a) 0-1 Years [ ]
b) 1- 3 Years [ ]
c) 39Years [ |

d) More than 10 B

8. Kindly identify the primary activities of youtusiness?

a) Farming [ ]
b) Other agricultural support {__jces

69



PART B: FINANCIAL MANAGEMENT INDICATORS
1. Do you maintain any farm/business financiabrds?

Yes [ Nd_—]

2. What is your level of satisfaction in terms ath flow from your agricultural
enterprise?
a) Very satisfied [

b) Satisfied L1
c) Dissatisfied [
d) Very dissatisfied[_]

3. Are you able to repay all your debts in timg/on have been facing serious difficulties
in meeting your financial obligations?
Yes [ Nd_—]
4. Do you prepare partial or complete farm budgetssist you maintain your
expenditure within the planned levels?
Yes [ Nd—]
5. Do you have enterprise specific plans or grogggm analysis to help you operate the
most economically viable enterprise with relatideantages?
Yes [ Nd—]
6. What are your total earnings from the sale ohfproduce during the month?
a) Lessthan 5,000 []
b) 6000-10,000 1
c) 11,000-15,000 [
d) More than 20,000 ]

7. What are your expected earnings under idealitons?
a) Lessthan 5,000 []
b) 6000-10,000 1
c) 11,000-15,000 [
d) More than 20,000 ]
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8. What was the source of the start-up capitayéar business?

a) Friends and relatives

b) SACCO
c) Bank

d) Merry go round (Chama)

e) Agricultural Finance Corporation

[ ]
[ ]
[ ]
[ ]
[ ]

f)  Any other (please SPECITY) ... ..o e

PART C: MANAGERIAL SKILLS INDICATORS
1. What is the highest level of education you hattained?

a)
b)
c)
d)
e)

None L1
Primary [ ]
Secondary [ ]
Diploma []
Degree  []

2. Have you previously received any technical sufpgotraining on business

management and farming as a business from theseatestaff in your area?

Yes[ 1 No [

4. Do you apply any business management tools leanainaging your agricultural

enterprise?
a) Yes L[
b) No [

5. Do Agribusiness officers and other extensioff pravide information on any of the

following? (Tick if provided)

a) Record keeping [ 1]

b) Marketing

L]

c) Capital sourcing ]

d) Farm business plannif ]
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6. What is your level of interaction with extensiificers?

a) Active (1) ]
b) Passive (2) ]

7. What other profession/skills do you posses ligitian to farming have you received
from trainings carried out in your area?

a) Land preparation(1 ]

b) Pest and disease control (]

C) Propagation of planting materials [__]

d) Routine field practices such as weeding, prunirdyteailing (4)[ ]
e) Livestock feeding (4 1

PART D: REGULATORY ENVIRONMENT INDICATORS
1. Are there any licences, tariffs or permits which egquired by the

authorities to allow you operate your business iwithe existing legal

guidelines?
Yes[ ] No []
2. Do you feel these entry restrictions have an effacyou business operations?
Yes[ ] No []
3. Are your business profits are taxed, does thedtxaffect your productivity or
expansion plans? Yes [_| No[__]
4. Do the prevailing interest rates influence youtigbio service loans borrowed

and consequently your overall business performance?

Yes [ ] No [ ]

5. Are there any direct government regulatory intetiers on produce
marketing which directly affect your business opierss? Kindly tick if any of
the following is applicable.

A requirement to belong to:
a) A cooperative society (1)
b) A marketing society (2)

c) A professional marketing association (3)

OO0

d) A producer federation (4)
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PART E: FIRM SIZE INDICATORS
1. Do you think firm size limits your expansion agrdwth plans, in other words do you

achieve optimal production levels as a small spedelucer?
Yes [] No [

2. Do you feel disadvantaged because you are d-sozé producer?

Yes[] No []
3. Have you missed out on external support e.gn fgjovernment because of you are a
small scale business operator?

4. Do you face any of the following limitations asesult for your small scale operation

level?
a) Purchase of farm inputs (1) ]
b) Trainings and extension services (2) ]

c) Marketing of the produce and market access [__ |

d) Satisfying market demand (4) 1
e) Bargaining for better product prices (5) L]
f) Transportation of inputs and outputs (6) 1

4. How would you rate your business performanderims of productivity, sales, gross
margin, and asset base?

a) Very Satisfied [ 1]

b) Satisfied

c) Dissatisfied

d) Very dissatisfied []
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APPENDIX IV
QUESTIONNAIRE FOR OFFICERS
Instruction: Please tick the appropriate box or fill in the gsaprovided with
appropriate information required.
PART A: PERSONAL DATA
1. Gender: Male [ ] Female [ ]

2. Age 20-30C_] 30-40_] 40-4 ] 50 and above[ ]

1. What are the challenges faced in the provisiorxtéresion services and
implementation of Agribusiness projects and in Ngahe Sub-County? Kindly tick

the most pressing in your opinion

a) Poor facilitation 1
b) Lack of technical skills 1
c) Lack of managerial skills [

d) Poor quality of inputs 1

2. Are your systems of monitoring and evaluation ofi8igjtural business projects and
farm follow-up visits effective? Do you feel thegstively impact on the clients’

business operations

a) Least effective []
b) Effective (-
c) Most effective ]

3. How often are follow-ups conducted?
a) Monthly [
b) Quarterly L1
c) Yearly []

4. What level of importance would you attach to the@amance of the role you play as

extension officers in improving farmers’ technisalpport and business management?

a) Minimal level [
b) Average L]
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c) Highly effective ]
5. How can you rate the production and income levéaohers in your Area?
a)  Good []
b) Bad [ 1]
C) Improving [
d) Stagnating [

6. Does all the produce effectively reach the mankéime? If not please provide the

possible reasons in your opinion?

a) Lack of effective transport means
b) Poor road network

c) High transport costs

7. How can you rate the performance of farming entegegrin this extension area in

terms of prices of produce and ultimate profitayii

a) Good ]
b) Bad [ 1]
c) Improving L1

d) Stagnating L1
12. What challenges does your business encountaube of its size or scale of
operation?

a) Low market bargaining power

b) Inability to access credit

c) Difficulties in input sourcing

d) Transportation difficulties
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APPENDIX V

INTERVIEW GUIDE
1. Are you aware of the existence of projects andrteat aid promoting agricultural

businesses in your area?
2. If, yes how did you come to learn about these?

3. Are you aware that there are agribusiness officetise ministry of agriculture who

provide business support services within the afitical sector?
4. What innovations have you made to improve your faghor business operations?

5. Are you aware of the existence of SHoMaP, KAPAPEBHP, and NALEP? What

is your feeling about Technical support offeredtos projects?

6. What do you think is the contribution of financrahnagement to the performance of

agricultural enterprises?

7. Comment on the market acceptability of farm produeméeties available within this

area.

8. What is your opinion on trainings if any offeredféasmers and other agricultural

business operators?

9. Do you think there is any relationship betweenléwel of education and

performance of farmers/agribusiness operators?

10.How can farmers/Agribusiness owners be assistadpgomove their production

performance?

11.Are you a member of an association? Has the foomati producer groups and

marketing cooperatives improved your operationttiehcy?

12. Are government regulations of any consequence o lyosiness operations?
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APPENDIX VI

RESEARCH PERMIT
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APPENDIX VII

Nyamache sub-county map March 2013
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APPENDIX VI

LETTER AUTHORIZING THE RESEARCH

REPUBLIC OF KENYA

Telephone: 254-020-2213471, 2241349, 254-020-2673550 P.0. Box 30623-00100

Mobile: 0713 788 787 , 0735 404 245 NAIROBI-KENYA

Fax: 254-020-2213215 Website: www.ncst.go.ke

When replying please quote

secretary@ncst.go.ke

ourrer. NCST/RCD/14/013/1263 pae: 11" July 2013

Innocent Mokaya Masira
University of Nairobi
P.O Box 30197-00100
Nairobi.

RE: RESEARCH AUTHORIZATION

Following your application dated 9" July, 2013 for authority to carry out research

on “Factors that influence the performance of micro and small agricultural

enterprises in Nyamache District, Kenya.” 1 am pleased to inform you that you

have bccnI authorized to undertake research in Nyamache District for a period
th

ending 30™ September, 2013.

You are advised to report to the District Commissioner, District Education
Officer and District Agricultural Officer, Nyamache District before embarking
on the research project.

On completion of the research, you are expected to submit two hard copies and
one soft copy in pdf of the research report/thesis to our office.

DEPUTY COUNCIL SECRETARY

Copy to:

The District Commissioner

The District Education Officer
The District Agricultural Officer
Nyamache District.

“The National Council for Sc to the Promotion of Science and
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APPENDIX IX

Table for Determining the Needed Size of a Randomighosen Sample from a Given
Finite Population

Population Sample Population  Sample Population Sample
10 10 220 140 1200 291
15 14 230 144 1300 297
20 19 240 148 1400 302
25 24 250 152 1500 306
30 28 260 155 1600 310
35 32 270 159 1700 313
40 36 280 162 1800 317
45 40 290 165 1900 320
50 44 300 169 2000 322
55 48 320 175 2200 327
60 52 340 181 2400 331
65 56 360 186 2600 335
70 59 380 191 2800 338
75 63 400 196 3000 341
80 66 420 201 3500 346
85 70 440 205 4000 351
90 73 460 210 4500 354
95 76 480 214 5000 357
100 80 500 217 6000 361
110 86 550 226 7000 364
120 92 600 234 8000 367
130 97 650 242 9000 368

140 103 700 248 10 000 370
150 108 750 254 15 000 375
160 113 800 260 20 000 377
170 118 850 265 30 000 379
180 123 900 269 40 000 380
190 127 950 274 50 000 381
200 132 1000 278 75 000 382
210 136 1100 285 1 00 000 384

Krejcie, R. V., & Morgan, D. W. (1970). Determinisgmple size for research activities.
Educational and Psychological Measurement, &I¥-610.
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