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The Kenya 

CHAPTER ONE 

Introduction and Backqround 

I 

S m a l l  Scale 3 u s i n e s s  A s s o c i a t i o n  (KSSBA) is p a r t  

of an e f f o r t  to encourage the growth of the s m a l l  enterprise 

sec to r .  The association plans  to deliver business services to 

small businesses of between 10 and 5 0  employees. Although other ; 
business associations have substantial numbers of m e w h e r s  which 

fall into t h i s  s i z e  category, service pxograms aimed at the  small i 

business sector h a w  ~ e c e i v e d  relatively iittle attention. The , 

Government of Kenya has begun to officially recognize the worth 

of the small enterprise sector as is demonstrated by references 

to the value of promoting t h e  sector in the Development Plan and , 

in the 1986 Sess ional  Paper 1. , 

The overall goal  of KSSBA is to 

working relationship with Government 







6 . )  inviting and developing papers for support  services and 

development activities; and 7 . )  sponsoring educational trips for 

b u s i n e s s  opinion leaders to other countries. 

KSSBA must develop to become an effective support institution f o r r  

small businesses. Chapter two 02  t h e  report w i l l  discuss the 

usual functions played by business associations and some of t h e  

strategies which have been successful in carrying out these 

functions. The t o p i c s  to be dealt with include accessing and 

maintaining a membership base,  organizational structure,  

financing of association activities and services offered. The 

t h i r d  chapter w i l l  d i s c u s s  these same topics in relation to the 

growth and development of KSSBA. This r e p o r t  does not purport to 

be a plan  f o r  implementation, but should be considered a 

strategic overview of t h e  relevant i s s u e s  and strategies of 

relevance to KSSBA. A more detailed development plan and work 

p l a n  is being developed by Mr. Arthur Gachugi, a Nairobi-based 

business 



CHAPTER TWO 

Role of Business Associations 

Funct ions 

The functions played by associakions vary in composition, 

form, and proportion from one association to the next. These 

variations are usually a t t r i b ~ l t a b l e  to differences in the 

definition of the mission and purpose of the association. 

  he usua, f m c t i o n s  played by a trade association are: 

1.) Representation. T h i s  takes the form of lobbying in 

legislative or administrative bodies on behalf of the interests ' 

sf t h e  membership, appearing on behalf of their constituency in ; 

public forums and entering i n t o  policy dia logue  with governmental 

units. While this is one of the most v i s i b l e  roles played by 

business assocfationa, t h i s  function usual ly  does not take.up a 

very  large p r o p o r t i o n  of the t o t a l  budget .  U . S .  business and 

5 



dc associations typically devote aboct five percent  of their 

budget to repxesentation functisns. 

2 . 1  Education. The educational function takes the form of 

educating the membership of the association and the public at 

large concerning issues of v i t a l  interest to the mernbetship of 

the association, Zducation activities are typified by seminars 

or workshops on such t o p i c s  such as legal issues which impact on 

t h e  members of the association, uses for  computers in t h e  

business of the members, n e w  technical processes of interest to 

members, etc. 

3.1 Member Services. Services vary depending on t h e  t y p e  of 

association and the particular role it fulfills- The services 

offered by an association are typically those which cannot be 

oiiered as efficiently as by other service providers. . Group 

insawance to members, bargaining on behalf o f  m e m b e r s ,  

information services, legal services and other similar services 

are examples. 

Financing a Bu8fness Association 

An a l m a s t  universal problem of associations is t h a t  of 

securing adequace f u n d i n g t o  support the desired s i z e  of program. : 
As a r e s u l t  there is an a l m o s t  constant  process  of t r y i n g  to 

diversify acd expand funding sources .  Typical sources o f  income 





Dues may be nominal fees which do n o t  even cover t h e  c ~ s t  of 

maintaining t h e  membership f i s t  i f  the association has access to 

o t h e r  sources of income and there is some o t h e r  benefit to t h e  

association f r o m  having a large membership base, For example, 

political influence may be increased i f  an association has a 

lazge membership base. In such a case t h e  association might want  

to keep membership dues lcw to encourage more members to j o i n .  - # 

Membership dues are usua l ly  calibrated to ability to pay or 

to the l e v e l  of services provided to members. Thus, larger 

businesses usually pay higher dues to participate in the : I ,  

association, b u t  a l s o  receive higher levels of services. Dues 

tan be based on the revenue volume of member businesses, ,However' 

this approach must be modified to account for differences in t h e  : 
, 

nature of business. For exarn~le, profit margins may vary 

significantly between  a manufacturer and an insurance broker. An 

insurance broker would not be expected to calculate his volume 

oased on insurance coverage while the m a n u f a c t u r e r  would : 

ca lcu la te  h i s  volume based on a c t u a l  sales. Different fee 

schedules are set up for different indus try  groupings. 

An alternative method of setting membership dues is to base- '  

t h e m  on t h e  number o f  employees or the number of accounts or some. 

similar ciassification. 













CHAPTER THREE 

Recommendations for RSSBA 

Mission 

The mission and 

clearly defined since 

purpose 

t h e  ta  

of the  ass 

. r g e t  group, 

iation need to be more 

rganizational structure : 

and financial viability depend on how t h e  mission is defined. I t  

is recommended t h a t  KSSBA adopt as t h e  mission to work f o r  a 

business environment that encourages the formation and growth of 

small business i n  an expanding Kenyan economy. Such a m i s s i o n  

s t a t e m e n t  would allow the  functions of representation, education 

and member services. The ment ion  of an expanding Kenyan economy 

in the mission statement is purposeful in t h a t  it implies t h a t  

the policies and procedures of the association support 

liberalization of the economy rather t h a n  s u p p o r t i n g  measures 

which may benefit small b u s i n e s s  at the expense of t h e  economy. 
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volumes of Items on fixed margins and thus sus ta ln  t h e  
- ,  

profitability of the business. Smal l  b u s i n e s s  has a lower volume . . 

of turnover and profitability I s  decreased by controlled margins. 

Larger businesses make up f o r  controlled prices with higher I i 
I 

volumes. This is an o p t i o n  that is not available to small I 
business. 

I 
2 . )  Import and export c o n t r o l s  have a negative impact on small I 

I 

! 
business since p e r m i t s ,  licenses, and exemptions often are I/ 

procured though influence with Government officials. Larger 
I 

businesses usually have more influence and are able to procure  I 

I the necessary documentation more readily. Also large bus inesses  

are more  a b l e  tc afford the specialized expert ise  of 

nfacilitatorsw who can assist in this process. 

3 . )  Collaterafization zaquirements for loans impacts the small 

bus iness  sector more than larger businesses since smaller 

businesses are less likely to have assets which can be aoxtgaged. 

This is particularly t rue  for business2s run by women because 

women are much l ess  likely than m e n  to have land or othex  assets 

registered in their  nane . 
4 . )  Maintaining artificially high exchange rates makes exports 

Susinesses which have a comparative advantage. The agribusiness 

sector in general seems t o  have a comparative advantage i n  world 

markets and high exchange rates harm the expor t  potential o f  

agribusiness. The agribusiness sector is predominately made up 

of small businesses and therefore the artificially h i g h  exchange 

17 
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is now being used by Kenya Institute of Management, Kenya 

Association of Manufacturers, Business and Professional Women's 

Club and the Chamber of Commerce in their awn training courses. 

Services 

The services which are recommended for KSSBA to o f f e r  to 

members and prospective members are outlined b e l o w  under 

"Financing of KSSBA". One prospective service which is not 

mentioned is use of International Executive Service Corps (XESC) 

to provide technical assistance to members of KSSBA. The fESC 

program accepts requests Eur technical assistance f r o m  developing 

country businesses and matches the job requirements to a r o s t e r  

of retired U.S. executives. The executive serves on a volunteer 

basis and the local business is expected to pay for the expenses 

incuzred. In s p i t e  of the IESC executives serving without 

reimbursement the c o s t  of international a ir  travel and local  

living expenses  can be prohibitive to a small b u s i n e s s .  

As part of the Private Enterprise Development Project, USAID 

will be providing additional. funding to IESC s o - t h a t  the c o s t  of 

providing an executive can be reduced. KSSBA is ideafly 

positioned to take advantage of the fESC program c o  sffer 

technical assistance to members and prospective m e m b e r s .  KSSBA 
, , 

could package a request  f a r  technical assistance on behalf of a 

group of small b u s i n e s s e s .  



The mode of collaboration for KSSBA and IESC might be, 

similar to a recent relationship between Kenya Industr ia l  Estates 

and IESC. KIE took the initiative t o  gather together 40 bakers , 

to receive technical assistance from an IESC executive. The IESC 

executive v i s i t e d  each of t h e  40 bakers and provided assistance 

in areas such equipment specification, baking procedures, c o s t  

conta inment  and quality c o n t r o l .  As part of this consultancy two 

workshops were sponsored for the participating bakers. 

The IESC would like to provide more multi-client technical 

assistance, but the organization is not in a position to 

coordinate with a number of small businesses. KSSBA could f i l l  

t h i s  r o l e .  A t  a minimum, the c o s t  of the technical assistance 

could be c o s t  shared and there  is a distinct possibility t h a t  

KSSBA could charge fees t o  participating businesses which would , 

cover not only t h e  out of pocket expenses,  but  a l so  a handling 

fee or margin for KSSBA. This service can a l s o  provide the 

foundation for an Industry-based marketing campaign for KSSBA 

recruit new members. 

Financina of KSSBA 

KSSBA should not use donor funds to build s t r uc tu r e s  or 

services which c a n n o t  be sus ta ined  when donor support is 

ultimately withdrawn. Any available funds should be used to 









of donor organizations, larger businesses that have s i g n i  

dealings with small businesses  e i ther  as suppliers, 

subcontractors, distributors, franchise agents, etc.  

membership services. This would include full rights and benefits 

of  membership. Thoughtful consideration should be given to 

charging different dues for different s izes  of business since 

inevitably the larger businesses require more services from the 

association and should be expected to pay higher dues. If  'the 

only substantial membership benefits are participating in 

representation functions of the association a case can be made 

for charging the s a m e  membership dues for everyone. However t h i s  

is n c t  a recommended strategy since this would relegate the KSSBA 

to t h e  status of a political lobby group instead O E  a f u l l  

sexvice business association. 

Grants 

KSSBA is in a s tar t -up  situation there are likely to be 

major expenses incurred in setting up operations before o f f -  

setting revenues can be generated. Therefore it is recommended 

t h a t  KSSBA actively pursue grants which are c o n s i s t e n t  with the 

goa l s  and purpose of the association. In addition to USAID, 

KSSBA is approaching NORAD and the Ford Foundation far funding. 

The ILO and KAF should  a l s o  be on the L i s t  of donors to approach* 

24  
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The critlcal element for t h i s  contracting strategy is for 
I 

KSSBA to put together a good management capability that has the - 

t rus t  of the donors as being able  to perform. Donors are always ' 

seek ing  cost-effective means of reaching target populations and : 

I' if KSSBA has ready access to a membership base of s m a l l  

b u s i n e s s e s  it will be v e r y  w e l l  positioned to capitalize on this 

access. Donors will be very cautious about extending large 

contracts to KSSBA until it has established a t r a c k  record fur 

responsible contract  administration. 

The strategy f o r  KSSBA to get started in this line of 

business might be to jointly bid with other o~ganiaations 'on 

contrac t s .  By selecting marc experienced partners to bid w i t h ,  j 

KSSBA would l earn  h o w  to package and administer c o n t r a c t s .  

1; Initially KSSBA would be the junior partner in any joint b,idding 

and would provide access to small businesses. As more experience , ,  

I 

I 

is gained in packaging and administering contracts, KSSBA could 1 

assume a more active role and become the prime contractor. On 

! 
I internationally sourced contracts working with small b u s i n e s s e s  

in Kenya KSSBA inight t e a m  up with f a r e i g n  groups bidding on the 

c o n t r a c t .  

I I 

i 

I ; 
I 

I 

I 

I 
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