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ABSTRACT

This studysought toevaluate thegrowth of youth-led MSEs in Kirinyaga County

with the aim of coming up with recommendations that will help the enhancement of
growthoft he i nitiatives to spur the gmMmowth of
assess the effect of finance availability on gnewth of youth-led MSEs; to analyse

the extentto which management contributes to #®wth of youthled MSEs; to
explore the influence of technology on tip@wth ofyouth-led MSEs; and to analyze

the effect of laws and regulations growth ofyouth-led MSEs.The study adopted a
descriptive approdc Stratified random sampling was used to select respondents from
96 Micro and SmalEnterprisesvhich represents 20 percent of laeget population

of 481 MSEs in Kirinyaga Countfpata was collected using ptested questionnaires

and analyzedusing Statistical Package for Social Sciences. The sfundings
indicatedthat availability of finance, proper management skills and good business
laws and regulations are important elements to gfevth of Youth led MSEs.
Finally, though the future foany business will depend on technology, this study
found that technology was not important for tpe@wth of Youth led enterprises
mainly because of the cost associated to installation of technology and the nature of
customers who are not technologicalhyormed. Thestudy recommends deliberate
efforts be made by the Government to sensitize the Youths on availability of
Government loans for their uptake. MSE specific courses/trainings should be
introduced in secondary schools to prepare the Youths oretlessary business skills
needed to start and run a business. The Government should subsidize the cost of
technology adoption to enable youths embrace the same. The National and County
Governments should endeavour to enact and operationalize laws aratioagu
which enhance business initiatives.
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CHAPTER ONE : INTRODUCTION

1.1 Background of the Study

The major problem facing manyogernments in the worldoday is inadequate
Employment opportunities fothe youthswho graduate fromuniversities andolleges
every year.Approximately 88 million youth around the world are unemployed and
underemployed (World Youth Report, 2008)icro and Small Enterprise8ASES) sector

has over the years played pivital role in addresgiegyouthunemployment problems all
over the world. According to Sharma and Wadhawan (2009), employment provision to
the Youths createa significant contribution to @ o u n t incgn@e sgrowth, through
growth in rational output.In the last 10 years, policy makers and other proponents of
economic growth andgrowthhave underscored the significenof MSEs as critical
catalysts for economic growth androwththrough provigon of employment and

improved living standard for the people.

Studies documented from around the world attest to the importance of MSEs to the
economies.Kuratko and Hodgetts (2001) demonestrates the importance of MSEs by
pointing out that on average 6000 new businesses are created every year througiugsart
expansions ogrowthin form of self employment. TheMSEs, according to Kuratko and
Hodgetts (2001) translated to creation of more than 34 million new jobs between 1980 and
2001 in various counies throughout the world. In 1996 alone, MSEs created about 1.6
million jobs, representing about 94 percent of the net jobs creattt iworld during that
period(Organization for Economic Coperation and@srowth(OECD, 2010). According to

the OECD (2010), about 40 percent of young people who finish colleges had interest in
forming their own businesset the USA for example, very year, about 67 percent

youths who graduated from colleges had keen interest in participating in starting a new
venure. Whereas in the united Kingdomsuarvey conducted b®ECD (2010), showed

that in the entire Europe, the United Kingdom was the leading in terms of self

employment creation through MSEs. More than 75 percent of the youths in the United
1



Kingdom hada desire to start their own businesses each year. Irene (2009) asserts that in
the United Kingdomabout 50,000 youths start M®idsinesses which in turn employes
about 14 percent of youths pgear.

The case on the significance of contribution of MSEsdonomic growth androwths

more or less the same in batie developed and developing countries. Developing
countries such as Japan, China, Malaysia and Singapore , have achieved accelerated
economic growth andgrowthduring the past decade throughomoting and fostering
entrepreneurial activities among the youth (OECD, 2001). The OECD (2001) report
found out that in general, the participation of young people inesaffloyment in
developingcountries is very low as compared to that in developed deanthe youth

only constitute to less than 10 percent of the totalesalbloyedpopulationin developing

countries.

In Africa, young people are about three times more likely as adults to be unemployed
(OECD, 2001). MSEs ithe African context, are neiewed as a source of employment,

but rather as a waiting place for youths wdre looking for employment in the formal
sector after clearing colleges. The youths in Africa view MSEs as a means of helping
them to be busy and assert themselves in the vadridork, as theysearchfor formal
employment (Kiraka, Kobiaand Katwalo, 2013). Kiraka, Kobia and Katwalo (2013)
concludethat some youths in Africa view MSEs as a means of economic empowerment
for the betterment of their living standardPelham (2000arguedthat MSEs have
significant influence in promoting sustainaldeowthin rural areas as most of MSEs
Businesses Africa embracautilization of locally available materials for their inputs into

the production process.

A survey conducted in Ghargy the OECD in 2001revealed that young people owned
almost 40 percent of the enterprises. Younger youth agé&® Dhvned only 5.4 percent

of the enterprises while older youth aged betweeB2@ears owned 33 @rcent of the



enterprises. In Zambia for exgte, Chiguta (2002) carried a study and found out that

about 51 percent of the unemployed youth were eager to start their own enterprises in the
urban informal sector, while 19.6 percent indicated that they intend to seek informal
wage employment and 25mgent of the youth were already selhployed. According to

Abor and Quartey (2010), an estimated 91% of formal business entities in South Africa

are MSEs. Abor and Quartey (2010), further argues that in South Africa, MSEs
contributes up to about 50% ofeth Countrydés Gross Domestic Pr

67 percent of employment opportunity in South Africa.

In Kenya, the importance dSEs as an engine for econongoowthhas always been
embracedsince independence. In 20@Be Economic Recovergtrategy for Wealth and
Employment Creation 20683007 underscored the importance of MSEs fortefas
economic growth androwttb y mai nstreaming the aspiratio
medium term plans. The MSEs have been viewed as havimmeus capacityo create

more employment opportunities for youths and thus propeling the engine of wealth
creation (Ministry of Planning and Nation@rowtfMPND], 2003). A study done by
KarakeziandMajoro (2002) estimated that by 2002 there were 900,000 micro ant smal
enterprises employing 2 million people and
GDP. The study further found out that the MS&satedabout 64% of the urban
employmentopportunities In 2003, the MSEs accounted for 74.2 percent of the total

empb y me nt opportunities, contributing to a

(Economic Survey 2003).

In order to ensure youth participation in MSEs, the Government of Kenya created the
Youth EnterpriseGrowthFund (YEDF) to work jointly with the Ministry foYouth
Affairs and Sports (MOYAS) in enterprisggowthamong the youth. The Kenya Vision
2030 furtherrecognizes the YEDF as one of the flagship projects under the social pillar
targeting people aged between 18 and 35. The fund has partnered with viaeoomlf

intermediaries, from which the young peopecessfunds to start or expand viable

3



businesses. Growth in youtlrowned enterprises is expected to improve as the
government implements its procurement policy requiring that 30% of all public contracts
be reserved for the youth and women (YEDF, 2014).

According to Irene (2009), the specigntrepreneuskills of the yaths in coming up

with vibrant MSEs has always been underestimatetihe International Finance
Corporation (IFQ (2011) has identified various challenges faced by MSEs including lack

of innovative capacity, lack of managerial training and experience, inadequate education
and skills, technological change, poor infrastructure, scanty market information and
unavailablity of f i nance. Wanj ohi and Mugure (2008)
that innovative capacity, lack of managerial training and experience, inadequate
education and skills, technological change, poor infrastryctaeasty market information

and accesto finance are the universal key challenges for MSEs.

The main intentiorof this study was pegged on the fact that ¢jnewth ofthe youth led
MSEs, lies on the availability of dequate finances, appropriate application of
management skills, usage te€hnology tosupport innovative initiatives and appropriate

regulations, thereby spurring tlggowth of the businesses.

Despite the importance of YEDF in promoting the growth of yéethMSES, Kirinyaga
County seems to lag behind in terms of loan dishoesg in the former central province.
Table 1.1 below presents the data on loan disbursement by YEDF to Youth Groups in
Central Province as at December 2013.

Table 1.1 Group loans disbursed by YEDF as at 31December 2013 in Central Province

County No. of Youth Groups | Amount

Kiambu 1,190 51,185,140
Muranga 567 24,379,499
Nyeri 560 24,083,870
Nyandarua 483 20,758,740
Kirinyaga 409 17,597,150

Source: Youth Enterprise Growth Fund, 2014.



Table 1.1 shows that Kirinyaga County has the least numberoath groups as
compared to all the five counties in the former central province. The less number of youth

groups in the county also translated to the least up take ¥EDIe in 2013.

1.1.1Kirinyaga County

This study was done in Kirinyaga Countshich is in the central part of Kenya with a
total area of 1478kfn of which 1170.7krhis arable land and 350.7Kris occupied by
foress. The total population is 493,422 persons in 114,439 farm holds. The region has
high population density of 334 persons penasg kilometer leading to an average farm

size of 2.5 acres for smallholders. Agriculture employs 87% of the population.

1.2 Statement of the Problem

The micro and small enterprises play an important role in the worldaowkeparticularly

i n t he e&promy mbesployment creation and upliftiegonomic status of
citizens. This is demonstrated by the effort of the government to support youth
enterprises by setting up the YEDF, Uwezo Fund and the 30% procurement preference
provision for youth and womein all government tenders and contracts. The coming up

of these government initiatives was based on the premisegtbath of youth led
enterprisesare likely to play a pivotal role in poverty eradication and wealth creation,

achieving Vision 2030 and MBs.

Although some entrepreneurs running M8Es have received both financial and non
financial assistanceheir businesses amgill small or are facing viability problems in

Kirinyaga County.The study therefore sought gvaluatevhetheravailability of finance,
5



possession othe right management skills, adoption of appropriate technology and
enactment of conducive laws and regulatioostribute to thegrowth ofyouth led MSEs

in Kirinyaga County.

1.3 Research Objectives

1.3.1 GeneralObjective

To evaluatethe critical factors affecting theggrowth of youth led MSEs in Kirinyaga

County.

1.3.2SpecificObjectives

i.  To assess the effect of finance availability ongrewth of youthled MSEs.
ii. To analyse the extent to which managenskills contributeto the growth of
youthled MSEs
iii. To explore the influence of technologadoptionon the growth of youthled
MSEs.

iv.  To analyze the effect of laws and regulationgoowth of youthled MSEs.

1.4 ResearchQuestions

i.  How does availability of finance affect tigeowthof youth led MSEs?
i. To what extent does managemekills contribute to thegrowth of youth led
MSEs?
iii.  How does technologgdoptioninfluence thegrowthof youth led MSEs?

iv.  How do laws and regulations affegowthof youth led MSEs?



1.5Significanceof the Study

The study evaluat the factors affectinghe growth of youthled MSEs in Kirinyaga
County. The studynforms policy makers on the key factors that influencegttosvth of

MSEs and the need for the Government to assist the youth in provision of capital,
subsidizing technologyenactment oMSEs friendly laws and coming up with trainings
that are geared towards imparting entrepraabeskills to the youthsThe study
demanstrated the contribution @fvailability of finance,businessmanagemeniadoption

of appropriateTechnology andbusiness laws anegulationsthat enhancethe success

of MSEs growthin Kirinyaga County The study als@ddsto existing knowledge for
future researchers on factors that influencegtiosvth of youth-led MSEsin Kenya

1.6 Scopeof the Study

This study focused on selected yoigd MSEs within Kirinyaga County by looking at
the availability offinances, management, technology as wellaagsland regulations
goveaning the running of MSEs. Thguthled MSEs randomly selected from different
types of businesses in Kirinyaga Coumtgre studiedThe sample was drawn from the

MSEs that are registered in the County YoGtlowth ofice in Kirinyaga county

The study focusedan agribusiness(hortculture, poultry keeping and rice growing),
manufacturing (tailoring, capentry, welding and brick making), commercial (kiosks,
cereal banking, paraffin selling), service provision (mobile phones money transfer,
computer services, salorimyda bodaransport) businessebhe respondents of the study
were the members of the registered MSEs/ youth groups running the businesses in

Kirinyaga County.



The choice of Kirinyaga County as the study area was influenced by various factors. The
countywas chosen because out of the total 3,209 MSEs in Centah& which
benefited from the Wuth Entreprises Growth Fundsince its inception, the county had

the least benefiaries totallitg 409 compared to other counties in the region. For
instance, other counties in the region benefited as follows; Ngéi iambu, 1,190;
Murang'a 567; whileNyandarua had 483 beneficiagouth groups (YEDF Report,
2014). TheCounty was also selected because the county government has identified
secured and allocatéand for the establishment of the MSE parks, as orieeoflagship

projects in the economic pillar of Vision 208@ision 2030 Govenor sd Tool Ki

1.7 Limitations and Delimitations of the study

The researcher encountered various limitations tthabmeextentposedchallengs to
availability of information for thestudy. The mainlimitation of the study was the
inability to include all the MSEs in the study area; offy out of 481scientifically
selected MSEs were studietihe study covered MSEs in different service sectors in
Kirinyaga County thugereralization of findingsvas donewith caution.A lot of time

was also spent in explaining to the respondents the content of the questionnaires.

1.8 Definition of Operational Terms

Enterprise: A business or project being undertaken by a youth/gpooypiding
goods and services for purposes of profit making and- self
employment, it is registered by Registrar of businesses or the
Ministry in charge of social services.

Entrepreneurship: Is the process of identifying and starting a new business venture,
sourcing and organizing the required resources, while taking both
the risks and rewards associated with the venture.

Growth: This entails theexpansionof a kusiness enterprise in terms of

increase in profits, physical expansion amaployment creation.
8



Jua Kali Sector :  These are informal businesses applying interatedechnology in
production.

Management: The ability to coordinate business resources in order to achieve
business goal(s).

Micro -enterprise: A registeredbusiness withfive or fewer employees and has a
capital base of less than Kshs. 100,000.

Small Enterprises: A registered business which ha®® employees and @apital base
of Kshs.100,000- 250,000.

Performance The ability of a busiess to continue existing while making profits
and expanding.

SelFEmployment: The practice of anyone who works for himself or herself in order to
make a profit.

Youth: Those persons residing in Kenyho are between the ages of 15
and 35 years.

Youth Group: Registered orgamation of youths aged between dtd 35 years.

Youth Entrepreneurship: Involves the process of the youth identifying and starting a
new business venture, sourcing and organizing the required
resources, while taking both the risks aedards associated with

the venture.



1.9 Organization of the Study

The study was organized in five chapters. Chapter One includes background information,
statement of the problem, purpose of the study, research objectives, research questions,
significarce of the study, limitation of the study, delimitations of the study, basic
assumptions of the study, definition of significant terms and organization of the study.
Chapter Two includes the relevant literature review. Chapter Three deals with research
metodology that includes the research design, target population, sample size and
sampling procedures, validity and reliability of instruments, data collection procedures as
well as data analysis techniques. Chapter Four includes data analysis and disfussion
findings. Chapter Five provides the summary of research findings conclusion,

recommendations and suggestions for further research.
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CHAPTER TWO: LITERATURE REVIEW

2.0Introduction

This chapter reviews litature that igelevant to thestudy from the global, Afriacaand

the Kenyan perspectiveswith specific attention to the importance of micro and small
enterprises in the economyhe review focuses on the roles played by availability of
finance, management skills, technology adoptiod laws and regulations on the growth

of micro and small enterprises. The chapter also discuses the theories that are critical to
the development of Mro and Small Enterpriss (MSEs) and concludes with factor
specific empirical literature.

2.1 Role of Mcro and SmallEnterprisesin the economy

Micro and small enterprises (MSEs) sector is a very critical sector majorly in the
economies of developing countries since @arity of their populationsare engaged in

this sector. The MSEs sector caims small &rms and firms whosegnportance in the
economy cannot be ignored. The sector is recognized as a sleeping giant which if
stimulated, will transform economic productivity and support progressive economic
growth, reduce unemployment and poverty levels mom@nsangst the youth (Tolentino,
2005).

Economic growth proponentsargue that, economic growtlgrowthand increased per
capita income in a country depend on the increased application of capital per unit of
labour. Economic growth is also enhanced when timber of working population
increases with respect to the total populatidio increase the number of working
population, it is argued that womemd the youthshould as well be empowered to
engage in income generating activities. Ditiger cause ahcreased economic growth is

by makingpeople on their own productive through quality human capital accumulation
and empowerment to utilize the same amount of capital to generate more output through
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application of technological progress (WodowthReport 2013). This underscores the
need for enhanced investment and technical support by governments to the population
engaged in the MSE sector, majorly run by the youth, to ensure improved per capita

growth in income resulting in increased economic produgtivi

In terms of contributiorof micro and small enterprises to the econpihys argued the

sector contributes about 55 per cent to the gross domestic products in developed countries
while creating an estimated 65 per cent of job opportunities in the seonemies. On

the other hand, the significance of the MSEs in developing economies cannot be
underrated as the sector creates about 70 per cent of new job opportunities and
contributes about 60 per cent to the gross domestic products to the economgesdqKon
2010).

In addition to contributiorof the micro and small enterprises in the developed countries,
cross country information indicates that the sector employs about 46% of labour force in
the industries in United States America, 50% in Germany, ah80% in JapanThe
statistics shows the importance accorded to the MSEs sector even in the advanced
economieslt is equally important to note that in the economies of the OECD countries,
over 95 per cent of the firms are micro and small enterprises raougpufor
approximately 6670 per cent of employment opportunities and 55 per cent contribution

to the gross domestic product (GDP) (World Business Council Sostainable
Growth(WBCSD), 2007).

The micro and small enterprises (MSES) sector accounts foe jobs creation and
employment opportunities to the population of developing countries. The World
GrowthReport 2013 published by the World Bank shows that the micro and small
enterprises of sizes-® employeescontributes about 70% of jobs and employment
opportunities created in developing countries. Moreover, the MSEs accounted for 97% of
employment opportunities in the manufacturing sector in Ethiopia and 39% in Chile. The

report further recognizes that the role played by the sector is also significém in
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Eastern Europe where it creates about 10% to 20% of employment in the manufacturing
sector and about 30% to 50% in the services sector (W&oddth Report, 2013).

On the other hand, World Business Council for Sustain@stavth (WBCSD) 2007
underscores that the micro and small enterprises sub sector constitute about 93% of firms
in the industrial sector, accounts for about 30% of exports, 46% of employment
opportunities, 38% of production, and about 33% of investment in Morocco.

The WBCSD 2007) report also indicates that the economic impact and contributions of
the micro and small enterprises to growth and industrial enhancement is positive. The
MSEs subsector also has significant contributions towardsvations,technadogical

inventionsand absorption of emerging technological progress (Newberry, 2006).

Literature has it that the growth of and importance of the MSEs in the economy has been
a critical concern for both the academic researchers and the policy makers alike. It is
argued thagrowthand growth of the MSEs is vital to the economy as they promote both

economic growth and income distribution in the economy. This is true since the MSEs

are spread all over the coun{icPherson, 1996).

According to a study done in South Africa dw tperformance and employmeméeation

by the MSEs, it was established that the MSE sector creates most of the new jobs in the
country (Kongolo,2010) Ndumana 2013) concurredwith the findings that the MSEs
perform a pivotal role in enhancing expansivevgh in South Africa through acting as

an intervening sector for the rural and urban economies.

Kilby (1971) argued that the MSEs play the linkage role ingbenomybetween the

large firms and the MSEs. The MSEs also act as breeding grounds for future
entrepreneurs as the current owners of the micro and small enterprises aspire to manage
the large firms. Developing the MSEs is thus important given the role of entrepreneurship

in economic development.
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McPherson (1996) in the study establishthe growthof MSEs in five countries in the
southern Africaregion Swaziland, Zimbabwe, LesothBotswana and two townships in
South Africg; found that MSEs are engines for rapid economic growth and thus their
growthshould be supported. The author recommended that policy makers and other
institutions should support the MSEs through building their capacity to a mass as much

guality human capital as possible to ensure survival and sustained growth of the MSEs.

Most cauntries in the developing world especially in Africa have initiated far reaching
economic, social and political reforms aimed at enhancing their level of openness to the
international market. On the other hand, the majority of thesimes in these coungs

are MSEs which do not have adequate capacity to march the level of competiveness
posed by the international market. Some of the factordithitthe extent to which the

MSEs can adapt to stiff competition are the underdeveloped local factor mduigéts,

cost of operations and the low adoption of the current levels of technological
advancement. These countries have made some notable steps towards addressing
inadequacies mentioned (gat et al, 2012).

To ensure provision of conducive environment fgseration by the MSEs, ost
economic policy formulations in developing economies have been geared towards
upgrading the informal economic enterprises into micro, small and medium enterprises
through application of some level of professionalism in theiratins. This is after

mo s t government sd recognition that settin
intended economigrowthand distribution of output in the economPepartment for
InternationalGrowth (DFID), 2000).

Storey (1994) argues thatfirmd growth is influenced by a number ofctars and the
factors overtime will determine the size of the firkirms are therefore classified by
either the number of employees in the firm, the firm size in terms of turnover or the
number of years the firmas been in existance. This research adopted the number of

employeesand capital bast classify the MSEs aBustrated in the table 2.1 below.
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Table 2.1: Classification of MSEs

Category No. of Employees Capital Base
Micro enterprise 115 Up toKshs. 100,000
Small enterprise 6- 50 Up to Kshs. 250,000

2.2The concept of Youth Led MSEs in Kenya

According to the Kenya Youth Policy, a youth is defined as an individual falling
between the age of 1535 yearsof the population. The unemployed youth form 70 per

cent of total unmployment in Kenya (Government of Kenya, 2007).

The concept of youth led micro and small enterprises imply the MSEs run by the youth
between the age of 436 years. This part of the poptibn constitutes the passionate,
energetic, innovativand a forward thinking team thatpfoperly engaged and utilized
have got the capability of transforming the econamyhe intended double digits by

2030 as envisioned.

2.3The Strategies forgrowth of MSEs in Kenya

The Kenya government since 1970s has made tremendous steps towards ensuring that the
MSE sector, casually referred tojaa Kali, is transformed. Bsed on the findings of the
Sessional Papers No. 2 of 1992 and 2005, that technologyfamnchation sharing were

the major factors affecting the MSEs sector, the government initiated the process of
bridging the gap. The process led to trewth ofthe MSE Bill Over a period of 12

Years through a stakeholder consultative process (Governmkengé, 2005). The Bill

later culminated into the Micro and Small Enterprises Act No. 55 of 2012 which also
creates the Micro and Small Enterprises Authority (MSEA) to manage the sector
(Government of Kenya, 2012).
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The government of Kenya in 2003 moreof@mulated the Economic Recovery Strategy
(ERS) for Wealth and Employment creation of 2@W®7. The strategy clearly outlined
many ways through which economic recovery could be achieved. The government focus
through the strategy was to transform the M8Et@ so as to create more employment
and improve economic productivity of the country (Government of Kenya and ERS,
2003).

Upon the expiry of the ERS, the Kenya Vision 2030 was formulated to transform Kenya
into a medium level income economy with highkidis of industrialization. The financial
services sector of the Vision 2030 envisages continued financial deepening and
availabilitypy small businesses. The vision also underscores the importance of
advancement in technology to ensure improved levels dstnialization to enhance

economic productivity (Government of Kenya Vision 2030, 2008)

Literature also has it that the micro and small enterprises sector has the capacity to create
job opportunities at low costs of operation (Ayada, 2011). The goverroh&enya thus

made efforts to exploit this opportunity through creation of Wwmuth Enterprise
GrowthFund in the year2007 to increase the opportunity for the youth in enterprise

craetion and development.

Further, the creation of the Ministry of YoutHfairs (MoYA) and subsequent setup of

the Youth Enterpris&srowtiFund ( YEDF) in the year 2007
commitment towards youth employment and enterprise develdpka YEDF was

meant to bridge accede capital gap by the youth to enalifeem start up business

enterprises (Government of Keny®07).

2.4 Current profile of the Micro and Small Enterprise sector in Kenya

In Kenya, adequate information on micro and small enterprises are not readily available

as the last comprehensive surwegs undertaken in 1999. According to the Kenya
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Econanic Report (2013),the MSEs in Kenyaare found in the service sector such as
finance, real estate, construction, insurance and trade (KIPPRA, 2013). According to the
Kenya Economic Survef2013, it is estimated that the MSE sector employed alddut
million people in 2012 accounting for 82.5% of the total number of persons engaged in
employment and contributed about 20% in GDP (Kenya National Bureau of Statistics,
2013). The Economic Survey further stsithat the sector created 591,0@usand new

jobs in 2012 compared to 58D0jobs created in 2011 constituting 89.7% of all the new
jobs created in 2012. This underscores the importance of this sector to the economy of

Kenya.

According to theMSE Basdhe Survey(1999, the MSE sector contributes about 18.4%

of the Gross Domestic Product (GDP) to the economy. This shows that if the sector is
transformed through accessibility of finances, adequate business management training
and favourable legislatiorsnd regulations, the share would increa3ée growth and

growth ofthe MSEs sector in Kenya has been affected by high cost of credit, business
registration bureaucracies, unfavourable legal systems, procedures and regulations, lack

of managerial skillsrad high cost of doing business (African Economic Outlook, 2012).

2.5Theoretical Framework

This studyevaluate the growth of micro and smalbusinesses Kirinyaga county in
Kenya To arrive on an appropriate theory to support the stuslyeral theoriesvere
reviewed with the view of isolating and understanding kegwthaspects of MSEs,
therebre, an adaptation of the theoriesthe growth of the firm (Enrose, 1959 and
Storey, 1994) wa appropriate. These theoriesk into how small businesses atarted

and the factors that determine their success or lack thereof. It is however important to
point out that there is no single theory that provides exclusive information on the creation
of micro and small enterprises. The available theory discuss@sgsep of firms in

general terms and their growth to maturity.
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2.5.1Penrose Theory of the Growth of the Firm

According to Penrose (1958)owthand growth of a firm is a dynamic process pegged on

how best management interacts with different resoutethe firm. Penrose (1959)

further provides robust guidelines for the growth of the firm and the efficient rate of that
growth. However, the contributions of Penrose tend to address more issues not only the
growth of the firm (Lockett and Thompson, 2004)eTtheory also addresses the prudent
management of the resources of the firm, proper handling of productive opportunities of
the firm and the adoption of the diversification strategy (Penrose, 1959). The theory
further states t hat ake theAbest usaai eegpercae avdilable,ai e s
truly dynamic interacting process occurs which encourages continuous growth but limits
the rate of growtho (Penrose, 1959, p.5).

More specifically, Penrose argues out the three reasons for close relationshjstaimen
profitability of the growth of the firm, t
opportunities. The first argument of Penrose (195®)at the resources at the disposal of

the firm should be managed more innovatively in an efficientedfattive manner for

the firm to grow in output, as the quantity of resources owned by the firm do not matter

but their poper utilization matters (Mahoney, 1995). Penrose (1959), further argues that
proper utilization of the productive resources by tine fhas a possibility to promote

profitable growth. The focus by the management of the firm should be on how best the

resources are utilized to generate more economic productivity of the firm (Loasby, 2002).

Next Penrose (1959) argued that the productaygability and opportunities of the firm

are influenced by the level of experience amongst the managers and how they interact in

the production process. The theory by Penrose argues further that there is a causative
association bet weanadthetldved of fechmological inmoeasoosuwsed e s

in the productive process for gr owt h. The
managers are the more economic value will be created as the managers function as key

facilitators in the productive activitig®enrose, 1959). In addition, Penrose argues that
18



AThere Iis a close relation between the var
and thegrowth ofi d e a s , experience, and knowl edge o
(Penrose, 1959, p. 85).

Finaly, Penrose (1959) argues that the magnitude and degree of growth is affected by the
level of technical capability and talent of the top managers and their subsaccest to
conduct businesses of the firm. Further that, the direction and rate of gyt firm

will be determined by the level of utilization of the resources and the level of knowhow

by the managers for optimal growth (Penrose, 1959).

25.1. 1 Relevance of Penroseds Theory

Penrose (1959), attached great importance to human resourpagjdgalar management

and saw managerial constraints as limiting the rate of growth of firms, albeit not its size

per se. I n Penroseds approach, managers ar
are shaped by the internal dynamics of firms, theaicggion of the external and internal

6real i tyo, and their own mot i v-pdychalogical whi c h
elements. The focus on firms as real life organizations, on human resources,-tinmntra

learning, on endogenous knowledgenawmation and growth, and the interaction of
exogenous and endogenoeiementsto include psychological, factors in determining
manageri al motivations and firmsdé growt h,
to Christos (195 909anizatibnaleheay ow thes firnt thae gods iwells t 0 |
beyond (organizational) economics approaches, of the transaction costs type and provides

a natural Ilink to management and organi zat

This theory is relevant for this study because the youth leBEdW8ly on management
which is a human resource el ement i n runni
theory, experience in working together, teamwork and external networks can help growth
andgrowth ofthe firm. For any firm to develop there musts#xghared vision and clear

organizational structure which supports the decision making to achieve set goals.
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In terms of technology, Penrose views innovation as a primary source of long term
corporate growth, therefore, this strongly suggests that adopfictechnology is a
condition for a firm to develop. Further, financial capital represents the traditional
economic conception of capital and refers to the tangible monetary resources of the firm.
Financial capital impacts growth since it is part of tbelp of resources which shape the

productiveopportunity sets of firms.

252D. J. Storeyds Theory on Firm Growth

Storey in his writing onUndersting the Small Business sectargues that across the
world much effort, time and resources have been puards examining the nature of
entrepreneurship in terms of starting up a business, its growth overtime and conditions

that might lead to its collapse and eventual exit from the market (Storey, 1994).

The theory by Storey (1994) further statdmt there are about three aspects that
determine the growth of micro and small firms in the economy. First are the strategies
used by management while making critical decisions affecting the direction and
magnitude of growth of the enterge. The approachesclude the capability of the
management to identify market gaps or accept shareholding of the enterprise or what
level of productive opportunities should the firm engage in. The management should also
be alive to the emerging challenges for business growth, audhmancial constraints,

labour market variables and the general competition in the market.

The second factor is the characteristics/traits of the small business entrepreneur. The
theory argues that the background of the entrepreneur plays a crikical the success

of the micro and small enterprises. The level of management experience, the level of

education, enthusiasm and commitment to success by the team of managers provides a

higher rate of growth opportunity to the small firm.
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The third andinal factor is the age and size of the enterprise. According to the theory,
younger and smaller enterprises tend to grow much faster due to low levels of
bureaucracies as opposed to larger and older firms. Other factors such as geographical
location of tle firm and the sector of operation also affect the level of growth of the firm.

All these factors revolve around the nature of the firm and interact with each other to
affect the magnitude and direction reef a sm
traits of the small businesses aigown in figure 2.1 below as postulated $torey

(1994).

The
entrepren

Figure 2.1: The I nteraction of the A

Source: Storey, 1994

21



2.5.2.1 Relevance of the D.Jtorey Theory to the study

D.J. Storey showed in his writing that the growth angrowth of a firm is a mult
dimensional process thah@mpasses the quality of the entrepreneur, the strategy mix
adopted by the firm management and the nature of the firm in terms of age, sector and
locaton. This tleory provided the study withbackgroundinformation for the findings

and low theinteraction by the three factors determinedgh@wth ofyouth led MSES in

Kirinyaga County.

2.5.3 Relevance of Edith Penrose and D.J. Storey Theories to the Study

The researcher chose the theory because they more or less explain the intricacies that
affect thegrowth of MSEs From Penrose sheory that focuses on the insides of the
organization essentially the manageiinteraction with resources, the study tended

show that managerial skills and its interaction with production resources are important to
the growth ofthe youth led MSEs in Kirinyaga County. Thidy tended tdind out if

the challenges affecting the micro and small enterprises outlined in theethalso

affect the youth led enterprises in Kirinyaga County.

Storeybdbs theory shows that not goowthefthedoes a
firm but also the firmbés strategic decisio
itself. The study tried to findout if all of these characteristics play a major role in either

the advancement or failure of a small firm.
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2.6 Empirical review on Growth of MSEs

2.6.1 Availability of Finance for Growth of MSEs

Beck and Demurguc argues tleafailability of financial services to entrepreneurs is the
possibility of businesses or individual entrepreneuracicesscapital in forms of credit,
enterprise risk management services like insurance, advice amongst others (Beck and
Demurguc, 2006). Cessens addethat while effort is put on the accessibility, focus
should also be put on the extent to which the financial services are usable, affordable and

meet the requirements of the firms in their quegrow and expand (Claesse2806).

Empirical literature has it that capital is a critical factor of production for any business
venture but the importance to youth led micro and small enterprises cannot be
overemphasized. On the contrary, the MSEs rasglgessthe credit as a result of
inadequate allateral to secure the loans and general negativity towards the BASEs
financial institutiongGirabi, 2013; Olusola and Olusola, 2013).

According to the cross country study on 71 countries, done by Ayyagari, DerAiugific

and Maksimovic, mostly in developing countries, 35 percent of the micro, small and
medium enterprises gradesailability and cost of financial capital as the main barioe
economic growth of the MSEs. The study also shows that other factors highly rated after
finance as constraints to MSEs growth are the macroeconomic stability, taxation rate,
uncertainty in the economic policy, corruption and the business environeoemiz.

The study found robust causal relationship betwaelabilityto finance andyrowthand
growth of MSEs in the developing countries (Ayyagari, Demirgkignt and
Maksimovic, 2006).

A survey conducted on 298SEs in India found out that when the fisnwere given

additional finances through the subsidized lending scheme, their sales magnitude
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increased. This attests tbet fact that thegrowth of the MSEs was constrained due to

credit starvation (Banerjee and Duflo, 2004).

A study by Zia on listed, gup and large businesses and the-gaup, small and no

listed MSEsin Pakistan on the effect of the subsidized credit to the two groups of firms.
The study found out that the large, group and listed firms would not affect their total sales
if they do notget the subsidized credit as opposed to the gaup, small and nosted
companies that will marginally alter their sales downwards in case they miss out on the
subsidized credit for exports. The author underscores however that a robust relationship
betveen constraint to credavailabilityand the reduction or elimination in the subsidized
credit forexport. The study concluddfat constraine@vailabilityto credit by the small

firms inhibits theirgrowth andgrowth(Zia, 2008.

Studies done by Ligthelm and Cant indicated that financial seraxagabilityby the

MSEs is limited as they are young and have got no solid business record. This was
contrasted by the ease afailabilityto financial services and credit by large anduret
firms. The athor explained that the limited acces external financial services and

credit constrained the level of productivity of the small firms (Ligthelm and Cant, 2002).

The research done by Pretorius and Shaw (2004) and supported by Ati€®) (20
highlighted that limitedavailabilityto external financial services by new and upcoming
entrepreneurs has become a major barrier to start up new businesses. The study further
underscores that as a result of inadequacy of the internal finances, efit@mehg to

the new enterprises is also critical to ensure development. In other studies by Maas and
Herrington (2006) in South Africa identified constrained external financing of the micro
and small enterprises as one of the main factors contributilogvtgrowth of the MSEs

in the country.

Studies conducted by Abedian (2001) and supported by Peel and Wilson (1996);

explained that larger and mature firms experienced low cost of credit transactions than
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the younger and smaller enterprises. In additioa authors opined that the smaller firms

have challenges with their management structures and accounting systems that make the
lending institutions shy away from extending credit and other financial services to the
firms. This further stifles their growidnd subsequent development.

According to Berger antdldell (2006), lending by financial institutions to tiMSEsis
still considered a high risk venture. The authors elabdtht the firmncial institutions
shy waydue to high costs of managing creditthe MSEs, low manageriakills levels

and infant accounting systems.

Gacuiri and Bwisa (2013) in their research on the challenges facing youth entrepreneurs
in accessibility of credit; after analyzing the iears components of credit availility

found hat 63% of the youth entrepreneurs interviewed felt that loan processing fee was
high. On the other hand, 90% of the youth entrepreneurs opined that the rate of interest at
which the financial institutions extend credit to them ishhighis shows that cdé

availability plays a critical role in thgrowth ofyouth led MSEs.

2.6.1.1 Knowledge gaps

It is generally recognized that MSEs face unique issues, which affect their growth and
profitability and hence, diminish their ability to contribute effectivédy sustainable
development. Based on this platform, this study assumes that despite the government and
other agencies supporting the MSEs with financial support such as YEDF loan, Uwezo
Fund and the 30% procurement preference provision for youth and womael
government tenders and contracts, youth enterprises are nobpegela subject the

study soughtto find out. The study explored in detail other elements of financial
availability that are critical to thgrowth of youth led MSEs and how availdéiby of

finance interact with managerial skills and technology to ensure firm growth.
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2.6.2Managementskills and Growth of MSEs

Micro and small enterprises majorly driven by the youth are always viewed as lacking
adequate managerial skills to spur thggibwth and development. Cheug (2008) explains
that the MSEs entrepreneurs are not always equipped with the requisite experience and
relevant training in business management. This leaves the enterprises vulnerable to
collapse and stunted growth. Empiriciéidature explains that inadequacy in managerial
skills is one of the reasons there is massive failure of micro and small enterprises, after
constrainedavailabilityto financial services (Wawire and Nafukho, 2010). In addition,
there still exists a massive managerial skills gap in the micro and small enterprises sector
even thoughthere weremassive capacity building and training engagements being
offered by differentnstitutions to the sector (Kayanula and Quartey, 2000).

Wawire and Nafukho, 2010 in their research work explained that about 54% of the
business managers of the micro and small enterprises had not undertaken any training and
about 38% could express aiving been trained on elements of project management.

According King and McGrath, 2002, most of the entrepreneurs running the micro and
small enterprises do not have training on management of businesses hence are unable to
set up adequate systems for dayday operations of the enterprises. The authors argue
that adequate educational background and training on routine business management and

operationalization are critical elements for MRfeswthand growth.

Odhiambo (2013) while studying factors that ugfhce performance of 43 youth owned
MSEs, found that managerial skills was a critical factor that most of the MSEs were not
properly equipped with. Out of the four variables (entrepreneurship training, networking,
leadership styles and managerial skills)der study, the author established that
managerial skills was the most robust variable for enhanced performance of youth led
MSEs.
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Evans and Leighton (1990) argued that the extent to which individuals make decisions to
become business owners depends an dhality of their intellectual capability. The
authors moreover explain that decisions made by individuals to start new businesses
depend positively on the level of their education and training. The work of the duo was
supported by Bates (1991), who foumdt that the higher the level of education the more
probable of the individual starting a new company or moving inteeseffloyment. This

shows that the level of education is very importargrowth ofthe MSEs by the youth.

2.6.2.1 Knowledge Gap

The yaiths are the managers for most of the MSEs in Kirinyaga County. Practical skills
are required in the management of the MSEs to grow. However, those who run the
businesses in this sector lack adequate business skills mainly attributed tevels of
eduation while for those who have the knowhow, it is not sufficient to devidep
businesses. This studytempedto establish if the youths have the relevant managerial
training, skills and marketing strategies essential fogtbeith ofthe MSEs.

2.63 Technologyadoption and Growth of MSEs

Neoclassical economists argue that economic productivity of a firm or business is
achieved when the value of marginal product of the additional labour applied is equal to
the wage payable to the work@&echnologial progress will therefore play a critical role

in the growth of the firm coupled with the market prices of the product and the wages
payable to the workers. Technology is therefore considered as a catalyst in the growth
andgrowth ofthe micro and smallrgerprises more so in developing countries (Griliches,
1984).

According to Gable (1991), most micro and small enterprises suffer from limited
information and technological (IT) progress know how to apply in the routine operations

of their business. Thisas supported by the study which Gable and Raman (1992) did on
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small firms in Singapore. The duo established that the firm managers in the businesses
were not equipped with elementary information and technology skills. This made the
business managers to @ef anything to do with IT in their operations which otherwise
would be of much importance in terms of productivity growth of the firms. The study is
supported by the research undertaken by Niedleman (1979) in Europe where it was found
that most micro andmall enterprises in the region fail to grow due to none utilization of

information and technology.

A study by Kiveu and Ofafa (2013) in Kenya established itiatsive chances exist for

the MSEs to enhance their growth ampglowthithrough application of eamunication
information and technology (ICT) in their operations. The researchers argued that the
businesses should adopt ICT in areas of online selling, market research and analysis,
production processes, networking amongst other® saverstthe problers of limited

market access. The resultant gaifois transaction costs, enhanced acd¢essformation

and efficient communication.

According to the study done by Subrahmanya, Mathirajan, and Krishnaswamy (2010),
micro and small enterprises that adoptechnological progress in their operations have
higher chances of increased productivity and growth as opposed to the MSEs that ignores
technological progress. The trio noted further that usage of technological innovations
enhances job performance by eoydes and sales turnover. Apulu and Latham (2011)
established that small businesses which adopt ICT have a higher competitive edge to
those that assumes it in their routine running of the MSEs.

Kiveu and Ofafa (2013) in their study found that in Kenyaual®5% of the micro, small
and medium enterprises have the ability to use technological process in their operation,
some because they are unavoidable. Thashigh potentiharea since most of the MSEs

are un by the youth who are techno savvy.
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The World Bank Working Paper dviobile Usage at the Base of the Pyramid in Kenya
(2012), established that most of the ®MS do not have adequate information of the
chances and potentials offered by ICT. Htedyfound that, although the small firms
may usethe ICT systems in performing other functions, the systems have not been fully

exploited to increase productivity of the MSEs.

2.6.3.1 Knowledge Gap

Because of their size and resource limitations, they are unable to develop new
technologies or to make gitchanges in existing ones. Still, there is evidence that MSEs
have the potential to initiate minor technological innovations to suit their circumstances
for thegrowth of the business. This study will attempt to establish whether adoption of
technology byyouth led MSEs has an impact on their developm&he study will
establish how technology interacts with other factors to regtiawth ofyouth led MSEs

in Kirinyaga county.

2.6.4 Laws and regulations effect orGrowth of MSEs

The laws and regulatiom@verning the registration, regulation, management and taxation
of business enterprises should be favourable to the entrepreneurs to promote their
growthgiven the importance of the businesses in the country. On the other hand, these
regulations and laws ke become constraints to business developments in developing
countriegBeck, 2004)

Beck (2004) undertook econometric analyses on the laws, regulations and other
institutional arrangements and their effects on micro and small enterprises in developing
countries. The author found out that these institutional arrangements are more
constraining in the developing countries than the developed world. The findings support
the arguments of De Soto (1989) that in economies where taxes levied are high and
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compoundd by stern laws, regulations and procedures, the business enterprises will

remain small hence leading to growth of the informal sector.

According to a report by World Bank (2005), the micro and small enterprises are much
affected in a business environmevtiere government regulations and legal framework
keeps on changing. This has negative repercussions on planned investments and on
operations of the MSEs.

In the work of Liedholm (2001), the author opined that the MSEs may be disadvantaged
in cases of ingutional failure. In cases where the import duties and tariffs onatapit
machinery used by the MSEsimereased, it is the smaller firms that suffer as the larger

firms could have the ability to evade or marshal support for subsidies (Tybout, 2000).

A number of emerging and developing economiesaue to the continuously changing
economic environments regionally and internationally, adopting political, social and
economic institutional restructuring to conform to the current world trends. These
reformsagenda have been in the forms of enactment of laws and regulations to improve
the ease of doing business, to foster public private partnerships amongst others. A study
by Biddel and Milor (1999) supported this argument. However, the two authors argue
that the reforms fronted by the government are meant to facilitate the operations of the
business, but the micro and small firms in most cases do not comply with these reforms

and policies which constrain their development.

In abenchmark survey done 6 Ob ony o, P. et al (1999) on
regulations and laws in Kenya by the MSEs; the study found that the unregistered
businesses spend abouthk356 mi I I i on of money i n paymen
enforcement officers for non compliee with regulations and Act&n the other hand,

the unregistad firms spend about Ksh 273 millions in bribes to avoid actions such as
evictions, arrests or confiscation of goods by the enforcement offideedindings show

that a lot of finances andhte is lost by the MSEs for either paying the public relations
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fees or in running battles and playing hide and seek games with the enforcement officers.
The researchers found further that non compliance to the laws is due to the centralization

of the regstration offices in Nairobi hence high cost in registration process.

The government of Kenya has made several initiatives to support and formalize the
MSEs sector. The government in 2012 enacted the Micro and Small Enterprises Act to
classify the MSEs, s$eip anauthority to manage the sector, provide for registration and
certification of the MSEs and finally provide for dispute resolution mechanisms amongst
the MSEs.

2.6.4.1 Knowledge Gap

There has been compl#&nregarding tedious registration and ifiedtion processes in
Kenya. Various bodies have their requirements and require money and time. One option
left to an entrepreneur is to evade the process but this proves more ex@rike end
because of penaltiggven.

The government has embadken several reform agenda whas&in goal is to ensure
reduced cost of doing business in Kenya. The reform initiatives including the -public
private partnerships, the enactment of the MSE Act to formalize the sector, setting aside
30% of public procuremenbtthe youth, women and people with disabilities amongst

others; can be explored to find out their impact on youth led MSEs.

The Constitution of Kenya (CoK, 2010) also brings in the devolved system of
government in county governments. The MSEs sector d@wlved function to the
county governments. This will provide an opportunity for the sector to grow due to
reduced bureaucracy. These @iregaps which thetudy sought to explofor the youth

led MSEs in Kirinyaga County.
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2.6.5 Analysis of Variables

Table 2.2:Table of analysis of variables

Variable Author(s) Study Parameters Findings
Finance Gacuiri, J.M. and Challenges facing § loan processing The study found
Bwisa, H. (2013) entrepreneurs in fees, that accessibility of
accessing credit: Aase| { legal fees, credit is constraine
of youth entrepreneur| ¢ rate of interest, | by high interest
in Makuyu, Kenya § creditinsurance| rates and loar
1 travelling processing fees.
expenses
1 credit
negotiation fees
Management Odhiambo,A.A.(2013) Factors influencing § entrepreneurshif The work
performance of youth training, established tha
owned micro, small an¢ §  networking, amongst othe
medium enterprise{ §  |eadership styleg factors manageria
(MSME) in Kenya. 1 managerial skills affect the
skills running of MSEs.
Technology | Kiveu, M. and Ofafa,| Enhancing marke| 1 Market access | The study found
G. (2013) availabilityin ~ Kenyan| q§ |ICT that the following
MSEs using ICT. opportunities for| are the constraint
enhanced to market

market access

1 Use of ICT tools
to enhance
market access

availabilityby MSEs
in Kenya.

M limited
availabilityto
information,

1 poor
availabilityto
physical
markets,

M stiff
competition
due to
liberalization of
markets and
globalization,

M limited market
research  ang
analysis,

1 narrow product
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Variable Author(s) Study Parameters Findings
diversity,
weak capacity
for eecommerce
and,
high
transaction
costs
Laws and| K6 Obonyo, Complying With level of High level of
Regulations | G. K., Mitullah, W.,| Business Regulation i compliance to compliance
Ongile, G., and Mg Kenya A Benchmark laws and amongst more
Cormick, D. (1999) | Study of the Trade regulations formal MSEs
Licensing And perceptions  of The laws and
Registration of Busines the public and regulations
Names Acts, 19988 policy makers increases
on the corruption
importance ang Deregulation is
benefits of not common
regulation and amongst  the

deregulated
environment for
MSEs,

The
government's
ability and

commitment to
deregulation.

public
High costs are
incurred for
non
compliance by
the registered
and non
registered
MSEs.

2.7 Conceptual Framework

Growth and management of the youth lead MSEs is very critical. This is because the
youths are the ones majorly affected by unemployment. In addition given that a number
of the school dmp outs and graduates leaving colleges and universities every year are the

youth, much focus should be made towards ensuring that the cohort is empowered to

initiate MSESs to support in bridging tlhk@employment gap.

This conceptual frameworkendedto show to show how the independent variables

(availability of finance, management skills, technologgoption and laws and

regulations) influence thgrowth of youth led micro and small enterprises (dependent
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variable). See fgure 2.2 which presents theonceptual framework describing the

relationship between the variables.

v

Availability of Finance

Management Skills

\ 4

Growth of MSEs

Y

Technology Adoption

A 4

Laws and Regulations

\ 4

Independent Variables Dependent Variable

Figure 2.2: Conceptual Framework

The study analyzed the effects of the availability of financial resources, management
skills, technology, and laws and regulations to ghewth of youth led MSEs vide the

conceptual framework.

2.8 Operational Framework

The researcher developed the operational framework that looked at each of the gaps to be
filled and their parameters. The operational framework filtered through the independent
variables and provided their dimensions tabdressed by the studio this ed,

availability offinance isdiscussed in terms of starting capital, working capital

availabilityto credit and savings made by the firms.

The next variable for management ski¥as viewed in the dimensions of levels of

education, marketing skills,rfancial management skills and human resources quality of

34



the youths running the MSEs. Technology variable will be indicated by adoption of ICT,
information management systems in place, scientific development, inventions, research
and innovations made bydlentrepreneurs. Finally, the laws and regulations encompass
government policies, licensing, county laws and regulations. On the other hand, the
dependent variablegrowth of youth led MSEsis discussed in terms of age of the
business, number of employeand profitability of the venture. These variables are

consolidated and shown in tbperationaframework in figure 2.3 below

T Starting capital Availability — of
T Working Finance
capital >
1 Availabilityto
credit
1 Savings
Management T Ageof
1  Education Growth of Business
f Marketing Skills >—> MSEs 1 Number of
1 Financial employees
Management 1 Expansion
T gggﬁce 1 Profitability
f  Adoption  of Technology
ICT <
1 Information . "
systems Adoption
1 Innovation
1 Governement
Policy Laws and
f Licensing by Regulations >
County
governmens
Parameters Independent Dependenvariable Indicators
Variables

Figure 2.3: Operational framework for growth of youth led MSEs
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2.9 Gaps to be filled

This studyattempéedto address some aspectsyotith ledMSE growththat havenotbeen

fully covered in the studies discussed hitherto. There is limited information about the
growth of MSEs in Kenya especially those run by the youths (Irwin, 2011) and in
Kirinyaga County in particularThis thesisattemptedto address mosif the gaps not
covered currently by literaturan terms of how the factors raised in the studies interact
and affect thgrowth ofyouth led MSEsn the county.

36



CHAPTER THREE: RESEARCH METHODOLOGY

3.0 Introduction

This chapter presents the methodology that was adopted for the study. It presents research
design, target population and sampling design, sample size determination, sampling
techniques, data collection instruments, validity, reliability, data collectionepure,

data analysis and presentation and ethical consideration to be followed when carrying out

the study.

3.1 Research Design

The study adopted descriptive researcliamework. Descriptive researéh a scientific
method which involves observing artscribing the behavior of a subject without
influencing it in any way (Shuttleworth, 2008). The desigs best suited for this study
given that it primarily shows the state of affairs as it exists at the present (Kothari, 2004).
This framework was empl@d to obtainthe most recent, relevant and indepth information
about the subject of this study (Mbonyaaed Ladzani, 2011) in Kirinyaga County.he
descriptiveframework was also appropriate for tmesearchsincethe objective was to
provide a systematidescription thatught to bdactual and accurate as possible.

3.2Target Population

Population is a group of individuals, objects, or items from which samples are taken for
measurement (Komband Tromp, 2006). According to the County Youth and Gender
Growth ofice in Kirinyaga County, there are 481 registesgdith led MSEs in the
county which formedthe target populatiorfor the study (Ministry of Planning and
Devolution, 2014)
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3.3 Sampling Design

A sample design is a definite plan for obtainiagsample from a given population.
According to Kothari and Garg (2014), sample design refers to the technique or the
procedure the researcher would adopgelecting items fahe sample.

Stratified random sampling technique waoptedto select the yotitled MSEs for the
study. This technique was generally applied t@iwba represenative sample. The process
entailed dividing the total population into spbpulations that were individually more
homogeneous than the total population and then sel@&eims from each stratum to
constitute a sample, (KothandGarg, 2014).

Orodho (2004) states thatratified sampling is applicable if a population from which a
sample is to be drawn does not constitute a homogeneous gagrding to Gay and
Airasian (2000), smpling 10% to 20% of the population is acceptable for descriptive
researchFor the present study, a samuif20% isjustifiable for the studythus was
adopted On this strength, the researcher took a sample size of 96 MEH® study

The sanple was heterogenious in that youths in the county opkvarégous businesses.
For the purposef the study, the businesses wegdegorized as agribusiness, service

provision, commercial and manufacturing. Table 3.1 below presents the sample frame

Table 3.1 Staratified Sample frame

Category Number Percentage(%) Sample Size
Agribusiness 235 20 47

Service provision 82 20 16
Commercial 148 20 30
Manufacturing 16 20 3

Total 481 20 96
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To select the actual respondents in each strata, the reseacher used interval sampling as

stated under

N . : . ,
— =the actial sample intervalyhereN= 481lis total population anch = 96is the
n

targeted population.

Therefore actuahterval samplings given as:

V-1 _501
n 05

The researchethreafterused systematic random sampling to select the 5th MSE in
intervals fom the list ofMSEs clustered.

3.4 Data Collection Instrument and Procedure

Primary data was collected from primary source by use of structured and semi structured
guestionnaires, and interviewSelfadministered questionnaires was used to collect data
from the 96 respadents. Questionnaireontained both closeeinded and opeended

guestions that were designed acaogdo the research objectives.

3.5Piloting of the Study

A pilot study was conducted to test validity and reliability of the questionnaires. The aim
of the pilot survey was to test whether the design of questions was logical, if questions
were clear and easily understood, whether the stated responses will be exhagtieg,
ambiguous or difficult items in the instrument. The main aim of piloting wasetp
identify misunderstanding, ambiguities, and inadequate items in the instruments.

Wiersma (1985) says that piloting is necessary as a way of finalizing the research

39



instrument. The responses from the pilot study guided the researcher in making

improvenents in the questionnaires and questionnaire administration.

Ten MSEs were randomly selected in the Nyeri County which neighbours the study area
for the administration of the pilot study. The responses from the pilot study guided the
researcher in makingimprovements in the questionnaires and questionnaire
administration.Questions interpreted differently during piloting were rephrased so as to
have the same meaning to all respondents. The questionnaires were then finalized and
administered to the respaa respondents. The pilot study was conducted to enhance the

validity and reliability of the questionnaire.

3.6 Instrument Validity and Reliability

In order to improve validity and reliability of the instrument, the researcher first pre

tested thejuestionnaire in a pilot study.

3.6.1 Validity

Validity in research measures the degeahich theresearchinstrument measureshat

it presumes to measu(8aunders, Lewis & Thornhill, 2007)his studytook cognizant

of content validity, face validyt criterionrelated validitypredidive validity and
constructvalidity while designing the questionnairéhe content of the questionnaire was
enhanced by ensuring that at least four questions were designed to measarlbites
outlayed in the concéypal framework. The questions were further peer reviewed by my
colleagues witlthe guidance of the supervisors to ensure that the intended and expected

responses for the study were got.

3.6.2 Reliability
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Saunders, Lewis & Thornhil(2007) defines eliability as thedegreeto which an
observationtest questionnaire or any technique used in measuregsntreproduce
similar outcomes when repeated by other researchers. Thistesdedto test the
consistency or stability of the findingser a perid of time. To ensure reliability of the
findings of this study, the researcher adopted internal consistency tests by enhancing the

guantitative questions to ensure that they edsorded qualitative responses.

3.7 Data collection procedure

After identifying the firms that participated in the study, the researcher made
appointments with respondents identified from the groups. This was done through phone
calls and physical visits to the premises. The researcher did this with the help of his
researclassistants. On the day of the study, the reseaandresearchassistantwisited

the premises and administertb@ questionnaires.

3.8 Data Analysis and Presentation

The raw data collected was processed using Statistical Package for Social Sciences
(SPSS) version 20.0. The data was analyzed using both descriptive and inferential
techniques. Descriptive analysis used measures of central tendency such as means,
median ad other measures of standard deviation and variance. Inferential techniques of
data anal ysi s such as Pearsonsb®o correl at
relationships among the variables. The analyzed data was presented in form of tables,

charts andjraphs.

When there are two or moréndependent variables, the analysis concerrimgr
relationship is known as multiple correlations and the equation describing such

relationship as # multiple regression equatiohhe multiple correlation and regress
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in this study can be explained through the following equation taking into consideration

onedependent anfibur independent variables.

Y=0; +5,X; + 5%, +63X; +BuX, t5,666¢c66cc66ce666ée66é6666é666..3.1

Where:
Y is the dependent variable which is the measurement afrdveth of micro and small
enterprises

B, Is the constant term

B, — B, Are the coefficients of the independent variablgsich explain the exterto

which the independent variableslugnce thalependent variablg.

X, Isthe independent variable favailability of inance

X, Istheindependent variable denotingamagemenskills

X5 is theindependent vaable for technology adoption

X, is the independent varialiier Laws and regulations

£, IS the error ternto capture estimation errors

The analysis resulted to establishing the significance of contribution of youth
entrepreneurship in socigtowthin Kenya thus answering the objectives of this research

and coming up with congsions and recommendations.
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3.9 Ethical Considerations

The researcher during the study ensured adherence to the set rules of professional ethical
obligations during research. These requirements were upheld during the administration of
the instruments, data analysis and in the reporting of the findings oftutig. She
researcher adequately prepared the respondents before the actual study by providing them
with all the information they required about the study, its significance and the use
thereafter. The researcher also assured the respondents of the cdafileof their

responses and that they will be used for academic purposes only.

CHAPTER FOUR: DATA ANALYSIS, FINDINGS AN DISCUSSION

4 .0Introduction

This chapter presents a report of the results from the quantitative data. The findings are in
relation to the responses from the 96 questionnaires which were administered to collect
data from youtHed MSEs in Kirinyaga. The results of the study were analyzed and
presented as per the objectives of the study. The results are presented usinchtaides,

and graphs.

4.1 General Information

The study sought to find out the profiles of these youths who were involved in MSES in

Kirinyaga County. In order to gain insight into the basic demographics of these youth, the
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study includes questions about theige, education background, the gender and the

education level of the respondents.

4.1.1 ResponseRate

The study sought to evaluate factors affectinggfosvth ofyouth led MSEs in Kirinyaga
County. The research was designed to gather information fryoGth led MSEs in
Kirinyaga County. The study adopted descriptive survey design and used questionnaires
selfadministered by the researchéidl the questionnaires were filled by the respondents

in the presence of the researcher and the resassdtarg

4.1.2 Gender of the Respondents

The findings indicate that 55 (57%) of the respondents were female while 41 (43%) of
the respondents were male. This indicates an almost equal distribution of female and
male respondents in the study. Table Below shows the gender distribution of the
respondents who participated in the study.

Table 4.1Gender of the Respondents

Gender Frequency (N) Percent (%)
Male 41 43
Female 55 57
Total 96 100

4.1.3 Age of theRespondents

The study sought to establishie age of the respondents operating MSEs in Kirinyaga
County. The findings indicate that 37 (39%) of the respondents were agfl \Zars,

36 (38%) were aged 231 years, 20 (21%) were aged-32 years, 3 (3%) were aged-18
21 years. Table 4.2 below pesds the findings of the study on the ages of the

respondents.
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Table 4.2Agesof the Respondents

Age Frequency Percent

18-21 years 3 3
22-26 years 37 39
27-31 years 36 38
32-35 years 20 21
Total 96 100

The findings of the study therefore indicatddht all the youth led businesses were

managed by the youths themselves between3Byears of age.

4.1.4 Marital Status of the respondents
On the marital status of the respondents, the findings indicate that majority 62 (65%)

were married, 33 (34Yowere single while 1 (1%) of the respondents was divorced or

separated. Figure 4.1 below presents the responses on marital status of the respondents.
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Figure 4.1 Marital Status of the Respondents

4.1.5 Level of Educationof the respondents

The study attempted to find out the level of education of the respondents. From the
responses 53 (55%) of the respondents had attained secondary level of education, 30
(31%) had college education, 9 (9%) had primary level of educatide wh4%) had
university education. The findings show that the youths running small businesses in
Kirinyaga County had attained some level of education. Table 4.3 presents the results.

Table 4.3Level of Education of the Respondents

Level of Education Frequency (N) Percent (%)
Primary 9 9
Secondary 53 55
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College 30 31
University 4 4
Total 96 100

The results from table 4.3 above showed that the majority of the respondents had attained
secondary level of education whereas while a good number of the respondents had
college education. This implies that majority of MSEs owners and or managers had
attaned some level of basic education.

4.1.6 Type ofBusiness

The study recorded the type of business that the respondents carried out. From the
responses, 31 (38%) of the respondents carried out agribusiness, 30 (31%) commercial
activities, 26 (27%) servicprovision while 4 (4%) operated manufacturing activities.

Figure 4.2 presents the results on the type of business run by youths in the county.
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Figure 4.2 Type of Business

The results from figure 4.2 above shows that majority of MSHsirimyaga County were
agriculture based followed by commercial and service provision. The results imply that the
most lucrative businesses in Kirinyaga County were in the agriculture sector and commercial

activities.

4.1.7 Number of Years of the Business

The study attempted to find out from the respondents the number of years the businesses
they were operating had been in existence. From the responses, 43 (45%) of the
businesses had operated feB years, 30 (31%) had operated febygars, 14 (15%) for
aperiod of 510 years, 6 (6%) had operated for 1 year while 3 (3%) of the businesses had
been in existence for a period of over 10 years. Table 4.4 below presents the responses.

Table 4.4 Number of years business has been in existence
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Number of years Frequency Percent

<1 year 6 6
1-3 years 43 45
3-5 years 30 31
5-10 years 14 15
over 10 years 3 3
Total 96 100

4.1.8 AverageMonthly Income

On the average monthly income generated by the enterprises, 48 (50%) of the
respondents indicated that the businesses generated Kshs. 10,000 to 50,000, 25 (26%)
generated below Kshs. 10,000, 12 (13%) generated Kshs. 50,000 to 100,000 while 8 (8%)
generatd Kshs. 50,000 to 100,000. Table 4.5 below shows the responses.

Table 4.5Average monthly income for the business

Monthly income Frequency Percent
Below Kshs 10,000 25 26
Kshs. 10,001 to Kshs. 50,000 48 50
Kshs. 50,0@ to Kshs. 100,000 12 13
Kshs.100,00 to Kshs. 250,000 8 8
Kshs. 250,001 to Kshs. 500,000 3 3
Total 96 100

4.2 Descriptive Statistics

This section presents the analysis of the raw data from the questionnaires that were

administered. The findings of the study were intendedddress the objectives which
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were: b assess the effect of finance availability on ghewth of youthled MSEs; to
analyze the extent to which management contributes tgrédveth ofyouth-led MSEs; to
explore the influence of technology on gr@wth ofyouthled MSESs; and to analyze the
effect of laws and regulations growth of youthled MSEs. The descriptive statistics

were carried out in terms of the mean and standard deviation.

4.2.1 Effect of Financeavailability on the growth of youth-led MSEs

Rasing finance to start business as a challenge was measured using the five point likert
scale (3Strongly Disagree, -Disagree, ANeutral, 4 agree,-Strongly agree). From the
responses majority (70%) strongly agreed that it was a challenge, 24% agriee@%vhi
were neutral.The descriptive sttistics, presented in Table 4rovide the means and

standard deviations for finance variable used in the study.

Table 4.6 Financial factors affectinggrowth of MSEs

N Mean Std. Deviation
Starting capital 96 4.64 0.60
Credit availability 96 3.89 0.96
Working capital 96 4.17 0.50

From the responses by youth MSEs indicated that raising finance for starting the business
was important for thgrowth oftheir businesses with a mean score (4.64) and standard
deviation (0.60); accessibility to credit with a mean score (3.89) and standard deviation
(0.96); and working capital with a mean score (4.17) and standard deviation (0.50).
Therefore the averagefisagr ee 0 whii a&th tneame@spondent s opi
towards strongly agree

The results of the study attests that lack of financial resources was a major barrier for
MSEs and entrepreneurs who have to mobilize their own finance or their coumces

to establish or expand their business which concurs Wétvie (2005). In addition,

Fatoki and Garwe (20)@ndicated that the lack of capital seems to be the primary reason
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for business failure and is considered to be the greatest problem famtgaad micro
business owners. The study therefore found outabatabilityto finance helps all firms

to grow and prosper. Furthermore, the study confirms that firms with greater
availabilityto finance are more able to exploit growth and investmenbriypties (Beck

et al, 2006). Lack ofavailabilityto credit is a major impediment inhibiting the growth of
micro enterprises (GoK, 2005).

4.2.2 Contribution of Managementto Growth of youth-led MSEs

On whether the respondents felt that management skéllsrgportant for the success of
business; mnagement skills was measured using five likelihood indicate&r{hgly
Disagree, Disagree, Neutral, 4 agree,-Strongly agree). From the responses majority
(47%) strongly agreed that it was important aBéosagreed.Figure 4.3 below shows the
responses.

A7%

Figure 4.3Contribution of management skills toMSEsoGrowth

On whether the respondents had attended managerial training, 68% indicated that they
had notattendedvhile 32% had attended managerial training. In addition, the analysis of
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a mean 4.47 and standard deviation 0.502 showed that management training affected the
MSEs development.
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Figure 4.4 Management skills training

On keeping records of the businesgjonty (97% indicatedthey kept records while 3%

of the respondents indicated that they did not keep business records. The study further
attempted to find out if the entrepreneurs had strategic plans for their business. From the
responses, 100% of thespondents had strategic plans.

The descriptive statistics, presented in Table 4.7, provide the means and standard
deviations for the contribution of management to ¢gimewth of MSEs in Kirinyaga
County.

Table 4.7 Effect of Management skills ogrowth of MSEs

N Mean Std. Deviation
EntrepreneuriaEducation 96 4.75 0.40
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Marketing skills 96 4.48 0.46
Financial management/book keeping 96 4.67 0.64

Human resource management skills 96 3.98 0.50

From the responses, theidy found out that entrepreneureducation was important for

the growth of MSEs businesses with a mean score (4.74) and standard deviation (0.40);
marketing skills with a mean score 48) and standard deviation (@6); financial
management/book keeping skills with a mean score (4.67) and standard deviation (0.64)
and human resource management skills with nszame(3.98) and standard deviation
(0.50).

The above statistical analysis on managetskills on average resulted to a mean score
of 4.47 and standard deviatia 0.502 showing that management skills affected the
MSEs development.

4.2.3 Influence of Technologyto Growth of MSEs

The study attempted to find out if the MSEs had adop@3din business operations.
From the responses, 77 (80%) indicated that they had adopted ICT in business operations
while 19 (20%) had not. For those who were using ICT in their business, the respondents
identified record keeping, banking and online markgtFigure 4.5 below presents the

results.

53



Figure 4.5 Adoption of ICT in MSEs

For those that had not adopted technology, they indicated inaccessibility, lack of
knowledge, lack of electricity and finance for purchase of equipment. On whether current
technological advancements affect the growth of youth owned MSEs, 52% of the
respondents agreed, 33% strongly agreed while 14% werecamomittal in their

responses. Table 4.8 presents the responses from the respondents.

Table 4.8 Technological Advancemds affect MSEs

Strongly Strongly
agree Agree Neutral Disagree disagree Total

current technological

advancements affect the growtt 33 52 15 0 0 100
Adapting Technology in

business is expensive 51 44 5 0 0 100

On the reason why MSEs had not adaptechnology in business, the respondents
indicated that it was expensive. 49 (51%) of the respondents strongly agreed, 42 (44%) of
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the respondents agreed while 5 (5%) of the respondents were not sure. On the
recommendation to the government about technoglaggjority of the respondents

indicated lowering of the cost for computers and training for entrepreneurs.

The descriptive analysis, presented in Table 4.9, indicated that the technological
advancement had a mean score of 4.19 and a standard deviadi&7 efhile adopting
technology had a mean score of 4.46 and standard deviation of 0.60 which means the
respondents agreed that the two variables affectedjrthweth of MSEs in Kirinyaga

County.

Table 4.9 Descriptive statistics on Technology

N Mean Std. Deviation
Technological Innovation 96 4.19 0.67
Adapting technology 96 4.46 0.60

4.2.4 Effect of laws andregulations on Growth of MSEs

The respondents were asked on whether they knew any government policy that affected
their business. From the responses, 96 (100%) of the respondents indicated that they were
aware of the government policies affecting their businesses. On whether dociomentat

of a business needed by the government affects youth entreprenguosttifp0% of the
respondents agreed, 39% strongly agreed, 9% werearamittal while 2% disagreed.

Figure 4.6 presents the data on effect of laws and regulatiog®wth ofMSES.
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Figure 4.6 Effects of government laws and regulations on MSEs Development

Licensing by the local county government authorities affects youth entrepreneurship
growth65% of the respondents agreed while 31% of the respondents strongly agreed. On
the numbe of licenses required to operate a business 69% of the respondents indicated
two licenses 23% indicated three while 9% indicated one license.

The descriptive analysis indicated that the licensing had a mean score of (4.18) and
standard deviations (0.68) number of licenses had a mean (4.46) and standard deviations
0.60 which means the respondents agreed that the two variables affecfeowitieof

MSEs in Kirinyaga County.

On the time that it took one to obtain a license for the business from the relevant
authorities 61% indicated-® weeks, 39% indicated-2 months. The opinion of the
respondents was sought on the cost of government leviebusimess. From the
responses, 64% of the respondents indicated that they were too high, 20% indicated high

while 16% indicated that they were moderate.
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Figure 4.7 Levies by County government

The study attempted to find out how much the county governtaerg affected the
growth of youth led MSEs. From the responses, 40% indicated moderate, 26% of the
respondents indicated very much and much respectively while 8% indicated a little.

4.2.5 Comparison of themeansof the Independent Variables

An analysis was carried out to compare the means for the independent variables. From
the analysis finance had a mean of 4.36 and standard deviation of 0.60, technology had a
mean of 4.81 and standard deviation of 0.67, management had a mean of 4.53 and
standard deviation of 0.50 while laws and regulations had a mean of 4.19 and standard

deviation of 0.59 which implies that the respondents from the study area agreed that all

the four variables affected tlgrowth of MSEs in Kirinyaga County. Table 4.10 below

presents the descriptive data.
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Table 4.10 Comparison means of independent variables

N Mean Std. Deviation
Financeavailability 96 4.36 0.60
Technologyadoption 96 4.81 0.67
Mangemenskills 96 4.53 0.50
Laws and regulations 96 4.19 0.59

4 3 Inferential Statistics

Based on the study objectives, multiple regression analysis was run to determine whether
the four independent variables that is: Finance, Management skills, Technology and
businesdaws and regulationsave an effect towards tlggowth of MSEs in Kirinyaga

County.

The regression analysis was used to demonstrate the relationship between the dependent
variable, Y and the independent variables that were: Finange N\danagement skills

(X2), Technologyadoption (X3) and laws andRegulations (X). The coefficient of

det er myjbp Bzia n d Wwebe used to explain the extent to which the independent
variables influence thelependent variableThe following tables show the regression

coefficients, R and Ror the multiple regressn equation.

Table 4.11: Coefficients of Multiple Regression result of Y on X X2, X3 and Xa

Unstandardized | Standardized| T Sig. Correlations
|Model Coefficients Coefficients

B Std. Error Beta Zero-order |Partial [ Part
(Constant) 2.316 496 4.673] .000
Availabilty of Finance] 0.018 223 .010{ .079| .037 .094( .009] .009
Management 0.114 .156 .088( .734] .045 .070( .087| .084
Technology -0.431 .186 -.302| -2.312 .024 -.247| -.266| -.263
Laws and Regulationl 0.142 125 141 1.133] .021 .071] .134] .129
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Table 411 shows that there is a positive relationship betwgremwth of MSEs and
Finance availability, management skills and busidags and regulationsThis fact is

shown by the positive B values under the three mentioned independent variables. The
positive B values indicate that Finance, management skills and busiaess and
regulationsare important ingredients to tlggowth of MSEs. From the regression table

4.11, the result for multiple regression equation was as fallows
Y =2.316+ 0.018X+ 0.114%-0.431% + 0.142X%

The multiple regression result showed that thegepositive relationship betwegrowth

of MSEs (Y) and Finance availability (X1), Management Skills (X2) and laws and
regulations (X4). On the other hand, the multiple regression result demonstrated a
negative relationship between the@wth ofMSEs (Y) and technology (X3).

The regression results argerpreted as follows:

I If all the other independent variables are held fixed except finance, then
for each change of 1 unit in Finance (X1), thpewth of MSEs (Y)
changes by 0.018 units.

ii. If all the other independent variablare held fixed except management,
then for each change of 1 unit in management (X2)gtbeith of MSEs
(Y) changes by 0.114 units.

iii. If all the other independent variables are held fixed except technology,
then for each change of 1 unit in Technology \XBe growth of MSEs
(Y) changes by0.431 units.

V. If all the other independent variables are held fixed except laws and
regulations, then for each change of 1 unit in laws and regulations (X4),
thegrowth ofMSEs (Y) changes by 0.142 units.
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The value 2316 in the regression result denotes the change in Y that is not affected by

any change in all the independent variables that is the autonomous change in Y. The
significance value in all regressed independent variables were less than 0.05, indicating
that each independent variables had an effect on the dependent variable at a confidence

level of more than 95 percent.

The multiple regression equation had a coefficient of regression (R) equal to 0. 85 and R
of 0.96. The R of 0.96 shows that 0.96 changesthe dependent variable (Y) can be
explained by changes in the independent veigiXl, X2, X3 and X4), while the
remaining 4percent changes Y can be explained by other variables that were not

included in the model.

4.3.1 Simple Linear Regressionon availability of finance

A simple linear regression was conducted to establish the impact of fimeatitability
on thegrowth of MSESs After running a regressicamnalysisthe following result was

obtained.
Y=2.388+0.164X

The regression result showbat there is a positive (+0.164) relationship between
availability of finance and thgrowth of MSEs. The result therefore shows that for each
change of 1 unit in Finance (X1), tikeowth of MSEs (Y) changes by 0.164 unifhe
significance value was 0.@2indicating that at 97.79 percent confidence level, finance
has an effect on thgrowth of MSEs.

4.3.2 Simple Linear Regressionon Management Skills

A simple linear regression was conducted to establish the impact of Management skills

on thegrowth ofMSEs.The result of the simple linear regression was as follows

Y=1.878+0.092%
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There is a positive (+0.092) relationship between management (X2) awgothtn of
MSEs (Y). The result shows that for each change of 1 unit in managemeng(X&jh
of MSEs (Y) changes by 0.092 unitBhe significance value was 0.049 indicating that at
95.001 percent confidence level, management skills hasext eff thegrowth of MSEs.

4.3.3 Simple Linear Regressionon Technology

A simple linear regression was conductedestablish the impact of technology on the

growth of MSEs.The result of the simple linear regression was as follows
Y=2.7240.353%

Technology (X3) shows a negativé.353) relationship with thgrowth of MSEs (YY),
meaning that for each change of 1 unit in technology (X3),gtoath of MSEs (Y)
reduces by0.353 units.The significance value was 0.032 indicating that at 96.8 percent

confidence level, technology has an effect ongituevth ofMSEs.

4.3.4 9mple Linear Regressionon Business laws and Regulations

A simple linear regression was conducted to establish the impact of technology on the
growth of MSEs.The result of the simple linear regression of equation 4.5 was as follows

Y=1.936+0.72%

The regession result shows that there is a positive (+0.72) relationship between laws and
regulations (X4) and thgrowth of MSEs (). The result therefore shows that for each
change of 1 unit in laws and regulations (X4), gnewth of MSEs (Y) changes by 0.72
units. The significancevalue was 0.044 indicating that at 95.6 percent confidence level,

businesdaws and regulationisas an effect on thgrowth ofMSEs.
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4.3.5 RegressionAnalysis

The following tablegl.12, 4.134.14and 4.15how the regressiaesult coefficientfor
the simple linear regression equations

Table 4.12: Coefficients Regression result of Y ony(Financeavailability )

Model Unstandardized Standardized t Sig. Correlations
Coefficients Coefficients
B Std. Error Beta Zero-order Partial
(Constant) 2.388 .380 6.278 .000
Finance 0.164 .202 .094 .809 .021 .094 .094

A simple linear regression on finance showed that there is a positive relationship between
growth of MSE and availability of Finance. At sig. value of 0.21 it means that at 97.9
percent confidence level finance has an effect ogribvth ofMSEs.

Table 4.13: Coefficients Regression result of Y on2{Managementskills)

Model Unstandardize Standardized t Sig. Correlations
Coefficients Coefficients
B Std. Error Beta Zero-order | Partial | Part
(Constant) 1.878 374 5.023] .000
Management
Skills 0.092 152 .070 .602| .049 .070 .070] .070

A simple linear regression on management skills showed that there is a positive
relationship betweemrowth of MSE and management skills of an entrepreneur. At

significant value of 0.049 it means that at 95.1 percent confidence level, management
skills has an effect on tlgrowth ofMSEs.
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Table 4.14: Coefficients Regression result of Y ona{Technologyadoption)

Unstandardized |Standardizeq t Sig. Correlations
|Model Coefiicients Coefficients
B Std. Error Beta Zero-order| Partial | Part
(Constant) 2.724 .308 8.841 .000
Technological -.353 .162 -.247| -2.182 .032 -.247 -.247|-.247

A simple linear regression on technology showed that there is a negative relationship
betweengrowth of MSE and the level of technology in use by the entrepreneur. At sig.
value of 0.032 it means that at 96.8 percent confidence level, technology htectoref
thegrowth of MSEs.

Table 4.15: Coefficients of regression result of Y on#{laws and regulationg

[Model Unstandardized Standardized t Sig. Correlations
Coefficients Coefficients
B Std. Error Beta Zero-order| Partial | Part
(Constant) 1.936 .280 6.925 .000
Laws and
) 0.072 .118 .071 .610 .044 .071 .071| .071
regulations

A simple linear regression on busindasvs and regulationshowed that there is a
positive relationship betweegrowth of MSE and the level of businedaws and
regulations At sig. value of 0.044 it means that at 95.6 percent confidence level,
businesgaws and regulationisas an effect on thgrowth ofMSEs.

Table 4.16shows theR and R for the simple linear regressi@muations in respect to all
the variableshat were investigated.

63



Table 4.16: R and R for simple linear regression of Finance, Management skills, technology and

Businesdaws and regulationson Y

Independent Variable R R?

Availability of Finance 0.24 0.32
Management Skills 0.17 0.25
Technologyadoption 0.12 0.18
Laws and Regulations 0.14 0.20

Table 4.16 shows that 32 percent changegrowth of MSEs can be explained by
finance, whereas 25 percent, 18 percent and 20 percent chamgewtim of MSES can
be explained by management skills, technolagoption and businesdaws and

regulationgespectively.
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CHAPTER FIVE: SUMMARY OF THE FINDINGS, CONCLUSIONS
AND RECOMMENDATIONS

5.0Introduction

This chapter contains the summary of findings, conclusions drawn from the study and the
recommendations for policy and practice as well as recommendations for further

research.

5.1 Summary of the Findings

The studyexamined th&rowth of Youth Led Micro and Small Enterprises in Kirinyaga
County. The general objective of the study was to evaluate factors affectigigwita of
youth led MSEs in Kirinyaga County. The main objectives of the study wasstss the
effect of finance availably on the growth of youth-led MSEs, analyse the extent to
which management contributes to tirewth ofyouthled MSEs, explore the influence of
technology on thegrowth of youthled MSEs and analyze the effect of laws and
regulations omgrowth ofyouth-led MSEs.

The study focused om sample 086 youthled MSEs in Kirinyaga County as units of
analysis from which 96 respondents participated. The study used a conceptual framework
which considered thgrowth of MSEs based on four independent variablescivhwere
availability of finance, role of management, use of appropriate technology and the effect
of laws and regulations ogrowth of MSEs. The collected data was collated and
regressed using multiple regression and simple linear regression methodsclior e
independent variable. The multiple regression result showed that there is a positive
relationship between the developments of Youth led Enterprises and all the independent

variables that were investigated except technology that exhibited a negatti@nstlip.
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All the independent variables were seen to affect the balravidhe dependent variable

at more than 95 percent confidence level.

5.2Conclusion

One of themain objectives of the Government of Kenya towards youth is employment
creation, consequently uplifting their social status. This has been demonstrated through
Government efforts of setting up the YouhterpriseGrowthfund, Uwezo fund and the

30 percent procement preference provision for youth and women in all Government
tenders. Consequently, it was expected that all these Government initiatives will help in
the growth of youth led MSEs to create more employment opportunity to the youth
through a multipliereffect. This study analyzed tlgrowth of youth led MSEs in the
context of four independent variables that were: Finance, Management skills, Technology

and Busineskws and regulations

The findingsshowedthat Finance, Management skills and business kand regulations

had a positive effect on thgrowth of the MSEs in Kirinyaga County. The positive
relationship betweegrowth of MSEs and finance was attributed to the fact that to start
any business venture, capital is always a basic requirementefgrutichase of goods,
services and even payment of business bills. Management skills is an essential ingredient
for any business to flourish, it is the management skills such as book keeping and
accounting that will ensure that the MSE is making profiiteofuture survival, therefore

the reason for the positive relationship between managemergrawth of MSEs. The
business laws and regulation provide the rule of the game for the operation of the MSEs;
it is the laws that will guide the contract and loeving of business capital. Therefore the
laws and regulations positively influence tbeowth of MSEs. The findings showed a
negative relationship between technology graivth of MSEs in Kirinyaga County. This
negative relationship was attributed to tlwstoof business technological equipment such

as computers and internet. In addition, the type of clientele for MSE products were not
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technologically informed, therefore technology was found to be copreuctive to the
growth of MSEs.

5.3Recommendatiors

From the study it is evident that finance, management skills and business laws and
regulations generally have a positive impact on @gnewth of youth led MSEs in
Kirinyaga CountyBased on the findings, the following recommendations are made:

i. Deliberate efforts should be made by both levels of Government ( National and
the County) to sensitize the youths on the availability of Government loans for
their uptake.

ii.  MSEs specific courses/ trainings should be introduced in secondary schools to
prepae the youths to have the neccesary business skills needed to start and run a
businesss.

iii.  Knowledge acquisition among the youth especially on managerial skills should be
emphasized. This can be achieved by regularly organizing seminars and
workshops forthe youth in groups to boost their capacity to effectively manage
MSES resources.

iv.  The Government should subsidize the cost of technology adoption including the
necessary equipmetu enable the youth to comfortaldyailabilityand adopt the
same.

v. The Natimal and County Governments should endeavouretmct and
operationalize laws and regulations which are friendly and enhancing business
initiatives.

vi. Instead of the requiremettiat for anMSE to operate, one is supposed to apply
for a number oficensesn order to be allowed to operate, it is recommended that
only a single businedeensefor MSEs shoulde introduced.

vii.  There is need to shortehet licensing procedures by the Countgv&rnment for
quicker registration of angrowth ofthe youthled MSEs.
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5.4 Suggestioafor Further Research

This study was carried out in Kirinyaga County. A similar study can be carried
out in other counties in Kenya to compare the findings.

Conduct a study tdind out why the youths do not eagerly seek Government
funding from the already established loan facilities.

There is need to carry out a study to determine the attitude of youths towards
government funding for MSEs.

A study needs to be carried out ith the forty seven Counties to find out what
policies are being put in place to specifically encourage youths to endatice

employment
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