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CHAPTER ONE

Introduction and Background

The:Kenya.Small'SCale Business Association (KSSBA) is partf

of an effort to encourage the gzcwth of the small enterprlse

o sector. The association plans to deliver business services tc-

small businesses of between 19 and 50 employees. Although other

bUSlnESS assoczatlons have substantzal numbers of wﬂmbers whlch

fall into this size category, service programs aimed at ‘the small

business sector have received relatively Lletle attentlon. The

Government of Kenya has begun to officially recognlze the worth_

of the small enterprlse sector as is
to the value of promotlng the sector

in the 1986 Sessipnal Paper 1.

The overali goal of KSSBa is to

working relationship with Government

demonstrated by referencEs:.

in the Development ?laﬁ'end

establish a harmonious

to promcte a sound policy




and regulatory environment for small buSLness and to prov1de

bu51ness support services which are not otherwzse belng prov1ded.g¢H5

K3SSBA was off1c1ally reglstered with the Government ox Keﬂya

.under the Companles Act as a non- profit company in June 1986 ' Itg ff.=

is a new organization which has to date largely been concelved ”
and promoted through the efforts of Mr. N. Gathinji, a'Certified f?
- Public Accountant and business'leader. The registration of the :

'organlzatlon permits a wide range of act1v1t1es with many ;

p0551p1e avenues for meeting the objectives of the_organization.'

The Board of Directors of KSSBA is made up of influenti31 ;

business figures, civil servants and public figures who shére Mr.

Gathinji's vision of a business association catering to the needs |

- of small businesses. The Board has at this writing met three:
‘times and is in the process of defining the mission, operating

. scope and.st:ategies for KSSBA.

The members of the gresentIBoard are:

1. Mr. bavid Mwiraria; Chairman of the Board; Permanent
Secretary of Ministry of Education.

2. mr. Ndolo Ayah, Membéz of Parliament.

3. M;.“Gitéhi Migwi Chiuri Ngaruro, Managing Direcfor,.Kénya"'“!
:Coopeﬁative.Creameries. | |
-4; _ProféssqrfJoseph Kamuya Maitha, African Developmént:éné;_

Econemic Consultants.



5. Miss Salome Walgumo Mathangani, lezarlan, Un1versxty of

Nalrobl.

6. Mr. John Peter Nyangeri Simba, Executive Dlrector, Industrlal,fj"

& Commezc1a1 Development cOrporatlon.

7. Mr. Ndungu Gathinji, C.P.A., Cook Sutton & Gathinji.

Durlng the orgaplzatlonal phase of seaztlng KSSBA, USAID
_'flnanced a three week tour of small business organlzatlons 1n
':Indla and Southeast Asia. This tour took place in March Aprll
.1986 and was de51gned for opinion leaders in the publlc sector-
:and prxvate_sector. Mr. Gathinji was the leader of this
=deiegation, A :eport was written on the tour by Mr.'Gathiﬁfi'
‘with the input of other tour participants. The report |
highlighted the activities of the group, included impresSions-of
.the.gzoup partioipanes and a conceptual outline of the Kindslof
'activities which KSSBA seeks to ondertake' Although Mr. Gathlnjx'f.
'1s the only touz part;CLpant who is presently on the KssBa Board"?
the other tour part1c1pants are valuable resources to lnvolve in

~the operations of KSSBA.

'The major.ini.iatives of the evolving KSSBA plan oflackioo
-1nclude° 1.) establlahlng a policy dialogue with the Government
 0£ Kenya; 2. ] holdlﬁg seminars and workshops; 3.) publgsh;ng.a
.small.bu51ness_30urnal;'4.) establishing a center ﬁo# |
entrepreneurial research and training; 5.) studying the

feasibility of establishing a bank for small business;



6.) invitinq and developing papers for support services and
development act1v1t1es, and 7.) sponsoring educaticnal trips foz

"bu51ness optnlon leaders to other countries.

Thls report is an attempt to outline the strengths that
_KSSBA must develop to become an effective support 1nst1tut1on Eor;.
small businesses. Chapter two oI the report will discuss the:
usuai functions played by business associations and some otﬂthe'
st:ategies:which'have'been.successful in carrying out.these

' functions. The topics to be dealt with include accessxng and
malntalnlng a membershlp base, organlzatlonal structure,

financinq of association activities and services offered. ' The

 third chapter will discuss these same topics in relation to the = |

. grOWth.end development of KSSBA. This report does not puréqgt'toé_e~:e

- be a plan for implementatioﬁ, but should be considéred &
strategic cverview of the relevant issues and strategies of"
-_relevance to KSSBA. A more detailed development plangand_wezk-
plan is being developed by Mr. Arthur Gachugi, a Nairobi-besed-

business consultant.



CHAPTER TWO

Role of Business Associations

Functions

The functions.played by.associations vary in coﬁbosiﬁion(
form, and proportion from one association to the next; :Théée
variations are usually attribuatable to differences 1n ‘the

-definition of the mission and purpose of the assoc1&t10n

The usua. functions played by a trade associatioh éreé_
1.) Representation. This takes the form of lobbying in
leglslatlve or administrative bodies on behalf of the 1nterests-

of the membezshlo, appearlng on behalf of their constltuency in

_publlc forums and enterlng into policy dlalogue wlth governmentaléz

units. Whlle this is one of the most visible roles played by -
business assbciations, this function usually does not téke@up é

very large proportion of the totai budget. U.S. busihess énd



trade aésociations Eyplecally dévote about £flve percent of.their .

budget to representation functions.

273 Education. The educational function takes the forﬁ of
educating the membership of the association and the.pubiic ét
;arge concerning.issues of vital interest to the medberéhidef.
the association. Z2ducation activities are typified'by'semihérs
or workshops on such topics such as legal issues which-imbagt_bn- ¢
the members of the association, uses for compufers'in ﬁhe |
business of the members, new technical pfoceéses of-interes; to

members, etc.

3.) Member Services. Services vary depending on the type 05 .
asSociation.and the particular role it fulfiils. The éerviéesr.
offered by an assocxatlon are typically those which cannot bé
 0: Zered as effxczently as by othexr service prov1ders.- Group
insurance to members, bargaining on behalf of members, |
'informatibn sarviées, legél services and other similar SarviCES”

are examples.

Financing a Business Association

‘An almost universal problem of associations is that-ofi

securing adequave funding to support the desired size of program.

As a result there is an almost constant process of trylng to

'dlver51fy a;d expand fundlng sources. Typical sources of 1ncome



are as follows.
Humbt:ihlﬁ Duas

Associations which are dependent on dues income for tgé:buik
:of theif funding are genérally professional associations which
Lely on voluntee: help to supplement a generally sparse budget.
Business associations whlch offer a full range of busznessé
-sérv1ces are less dependent on membership dues because of othér

sources of income.

The figurés which follow show actual socurces a:»f__i:ea*«re_u'm:e'£cu:-"E
a national business association in the U.S. ' The significant
feature to note is the small'proportion of total revenues whiéh

is made up of membership dues.

Table 1. Revenue Sources for 1984
Membership dues £600,000
Fees/contributions ~ $214,000

Contracts and Grants $2,305,000

‘Gverhead Recovery $834,000
Other | © . $40,000
Total 63,993,000



Dues may be nomlnal fees which do not even cover the cost of
malntalnlng the membership list if the assoc1atlon has access toi

other ‘sources: of income and there is some other beneflt to the

:assoc1at10n from hav1ng a large membershlp base. For example,
polztlcal influence may be increased if an assoc1ation has a
lazge membership base. In such a case the association mlght want S

to keep membershlp dues low To encourage more members to 301n.

Membershlp dues are usually calibrated to ability to. pay or;;.
to the level of services provided to members. Thus, larqe:
businesses usual;y pay higher dues to participate in ﬁhe |
association, but also receive higher levels of serviées. gDues--
can be baséd on the revenue-volume of member businesées. .waevef.
this approach must be modified to account for dlfferencns in the
nature of business. For example, profit margins may varyiﬁﬁ
'significantly between a manufacﬁurer and an insurance b;ﬁﬁgr.  Aﬁff
insurénbe broker would nét be expeéted to calculate hié_véiﬁmé
Désed:on insurance_coverége'while the manufécturer:wouid -
‘calculate his volume based cn actual sales. Dlﬁferent :ee

scnedules are set up for different industry grouplngs.

CAn al“e*natlve method 0of setting membership dues is to base

them on the number of employees or the number of accounts or some

51m11ar c;a351f1cat¢on.




G:ants

Many associations receive supplemental funding from
qovernment agenc1es, donors and foundatlons to support elther

core act1v1t1es of the association oz spec1f1c programs Whlle

grant fundlng-can play a critical role in the development'of the_é-'.

organization, a'"gzants mentality" can develop if relied on too
heavily and the.purpose of the association mlght be 1nfluenced
This is to say that the association should consider whether a |
piospective grant fits the long run goals of the assbciatigﬁ.
Just because a grant is offered to do a specified functionjdoés.
.not necessarily mean it should be accepted if it woﬁld.havé_thé  '

effect of changing the direction of the association.
Conttacta

If an association builds a staff capability in:a partiéﬁiér'
area it may consider cont:acting wiﬁh government, donors o£
private sector institutiohs to provide services. An associationa
may alsc contract on behalf of a member or members in caseé;#here:L
mbney'available must be channeled through a non-profit :

organization. An association may be the contractor for

administration of a contract in cases where the accounting~systém e

of the membeb has not been approved and the a=soc1at10n mlght be";
asked to be the =dm1nxstrator agf the conhract. Also, in certazn

cases a non-competitive award can be made only to a nonproflt



.'oréanization. In such cases the assoclation may be asked;to

administer the contract even though the member will be doﬁﬁg”the-;
work. 1In these cases the association collects a fee fﬁf Han&ling5f :
: a.contract...ln contractlng the donor retains more control over= :

the funds andg products or services than in a grant mcde.

Fees for Services

Service fees represent one of the prime sources of income to. .

associations. Examples include technical assistance, sales
cgmmiséions, finders fees, auditing, bookkeeping and-otﬁer;'
- services. Generating a healthy cash flow from Lhe sala of

services has the additional advantage of showing donozrs that the.}”‘
services of the association are highly valued by members and thls€ :
- increases the llkellhood that donors will provide agdltlonal'

grants or contracts.
Special Assessments
To cover the costs of projects or programs that are not

needed or desired by all of the membersnip, special assessments-f”.

are sometimes made. For example, a regulatory issue that is of

v1tal 1nterest To only a limited segment of the membezshlp may befgfl

fznanced by a special assessment to those concerned.

10



-Trade Shows

Contrary to some popular¢opinibn'trade shows caﬁ and sﬁﬁuld'
make money for the sponsors. Any business which sells to the
membezs of the assoc13t10n or purchases from the assocxatlon ﬂ"u
would have an lnterest in partlcxpatlng and can be charged fees

accordlngly ' Small associaticns and. assoc1at10na wnlch have not

established a track record ‘usually do not try to sponsor thnl*..

own tzade show, but instead try to plggy~back on ex1st1ng uradﬂ'

shows and llm1t risk of lass.
Annual Meeting

Participation at the annﬁal meeting Can'oftén be packaée&a
and sold tp_mémbers and non-members to include registzation?ﬁéeé;.
hotel and trénsportaticn packages, pazticipatibn in reéeptiéns;
lunches and special events. A broadly based memberanxp w1th h1ah

t*endance at annual meetlngs is the means by wnlch some

assoczaulonS'turn a modest profit.
Advertising

Asscciations sell advertising space in jouznals to helg-

defray costs of publication and distribution. Memnershlp l;aus; 

. can be sold to advertisers who want .to sell to ‘members.

11




i' ctories

Diiéctories cf the association.membership are 6fté§ pﬁé.’f,
together:with'advefﬁising from the members Dlrectsales are sold
to 1nterested parties such as suppllers and purchasers._ Thls can'
be a money-maker for the association when the membership bé#é.'
':eaches a large enough point to.warrant'a directory. Some % --f_-&i
-prlnters spec13112e Ln putting together dlrectorles whlie'. -

splitting the profits on publication with the association.'f_ﬁ'

alag COmmissions

An association can act as bargaining agent on behalf of
memberS'or'groups of members. 'By bargaining on behalf of a R
' number of members the .small businesses will receive the-beneiit -

':of.large scale purchasxng. Small bu31ne=ses often have to pay"

retaz; prlces for purchases in small quaq?ltles. By nomlnatlng :
the association as bargaining agent the members will be able to -
buy at whclesa;é priéessand there islﬁtill rooﬁ_fqr ézcommissicn

for_;he.aséociaticn. This can be dcne_with supplies} insﬁréﬁc§, 

or other products used by the membership.
_Other Income

‘Miscellaneous sdurCes of income. include licensing fees for

12




the use of the name of the assoclation, finders fees for making. o

contacts for facilitating sales, nagotiation sérvices, etc.:

Organizational Structure

Associations can be structured to include geogiaphié
coverage {membership dlStIlCtS or representation for branchés),
industry zepresentatlon {Manufacturers, retailers, agrxbuszpess;-
etc.}, or form of organization (i.e. small businéss}.'Some
associations'allow only individual businesses to join wﬁile?
.others will admit other associations. Stronger asSociation$
generally allow for a number of these groupings inside one :
_umbrella organization. The affinity between'busineSses in the
3ame llne of business is strong because of the shared problems
and markets 50 assocxat;ons which provide business serv;ces to

members g&nerally have some type of industry grouping.

13



CHAPTER THREE

Recommendations for KSSBA
Higﬁlon

The mission and purpose of the association need to be?more

c;early deflned since the target group, organxzatlonal structure

and f;nanc1a1 vzablllty depend on how the mission is deflned._~1t?;f-ff~

1s-recommended that KSSBA adopt as the mission to wc:k:foria :
business ehvirbnmenf that gncourageé the formation an@igroﬁ;ﬁ<Qf'
émall_buéiness in-ah expanding'KénYan economy._Such'alm;sS£§n
'statémeét ﬁculd allow the functions of representatioﬁ, eduéaéidn_ 2

_and member services. The mention of an expandlnq Kenyan economy'

in the m1551on s;atement is. purposeful in that it 1mp11es *hah_ __5”7

‘the polzc1es and procedures of the aSSOCIatLOD support

liberalization of the .economy rather than supporting méasu:es

which may benefit small business at the expense of the“ecoﬁﬁﬁy§   Eg"'

14 -



@rowth Stratqu

The growth of KSSBA should be sErvices41ed _ Assoc1atlons

“have a chicken and egg dilemma in that an expanded membershxp e

base is necessary to prov1de the kind of services necessary to

-attract new members. However with KSSBA should be able to: take

advantage of donor geneIOSLty to finance a menu of services whxchgj-

will be helpful in generating interest in membership. Wlthout a

_substantlal number of paving members, the zepresentatzon

functions of the.assoc1at10n w111 ring rather hollow.
Functions of KSSBA
Representation

The representation function is the primary purpose for.

. forming XSSBA since Mr. Gathinji and the other'Board membeﬁs feel 53”

this is the potentially most fruitful area for advancing the

~interests of small business. Over the next two years KSSBA plans ]

to develop a pollcy dialogue Wlth the Mlnlstrles of :1nance,

'Plannlng and Development, and Commerce and Industry. _Oneaa
'objactlve will be a551st1ng to develop a majbr policy papea which.i_a
‘can be incorporated as an action plan in the 1989/93 Develdpment  B

'Pian. The antlczpated course of gction is to respond to the

-Government of Kenya's stated need for establishing a thrxvxng

15



- small gnterpxisé sector. The strategqy is to work to establish a Q'
respectful rartnership with the Government and not to usuzp the |

Government role.

A necessary condition for the development of a-érediﬁie;
fpolicy'dialogue with Government is an ongoiﬁg-research proéxém t§f 
investigate issues of concern to the small businéssioperatdf;  _ éi;:ﬁ
Even though the official pelicy of the Government'is-to enéoﬁtage ;£ﬁ;E
the small business sector some of the policies and tegulatidﬁé
.haQe negative impacts on them. A research progrém Should,béi
started to document these issues and call them to the atteétiﬁﬁ

of Government representatives.

A recommended first step in this process is.to-commiséibn a
survej df the polic;es and regulations which have_a negatiféi
;impagt on éﬁall business. This survey wouid rank ﬁhe pqliéiésﬂ_ 
and regulations.according to relative IiImpact and identify-én-
agenda for pdlicy diaiogue and a# agenda for further rééeagqﬁ;_, 
‘Some policies impact on small business because of-thei; siée and
othezs-ihpadt on small buéinesses because of the industry éﬁey':-'

are in.

Fellowing is an initial list of research issues whichﬁappéa: o
to have negative impacts on small businesses.
- 1.) Price controels appear to affect the small business more ‘than |

the large business. Large businesses are able to turn over large = -




volumes of items on fixed margins and thus sustaln the

profitability of the business. Small business has a lower vélume‘

of turnover and profitability is decreased by controlled margins;
Larger businesses make-up for controlled prices with higher

| volumes. ‘This is an option that is not available to small
business, |

2.} Import aﬁd export controls have a negative impact on smail'
business'since permits, licenses, and exemptidns often are
procured though influence with Government officials. _Larger:
businesses usually have more influence and are able to procure
the necessary documentaﬁion more readily. Also large businesses
are more able tc afford the séecialized expertise of |
"facilitators" who can assist in this process.

3.) Collateralization requirements for loans impacts the-SmaiI

business sector more than larger businesses since smaller

businesses are less likely to have assets which can be mortgéged;'

This is particularly true for businesses run by women_becausé'
women aré much less likely than men to have land or othez.aséeﬁ$
registered in their name.

4.) Maintaining artificially high exchange rates makes exportSf
léés competitive 1ln world markets., Thls particularly hurts
bgsiﬁésses which have a comparative advantage. Tﬁe agribusiﬁéss
sector in:general_seems to have a comparative advantage in w§tid
markets énd high exchange rates harm the export potential of
-agribusihess. The agzibusiﬁess sector is predominately madefup

of small businesses and therefore the artificially high exthénge

17




~rate has a dlsproport1onate effect on small businesses.

'5 } Many or most small businesses are not covered by Government
'programs that large businesses are eligible for. The-training
levy pays for. traanng of staff and employees of covered

‘businesses. Most small businesses are not covered by . ohlsf"

program.
Education

There appears to be a fairly high demand for training .
courses for small businesses which is being financed by donoze ae
part of their focus on small businesses. Acceptance of tréiniﬁg
courses by small business proprietors also seems to be ve:g high;_a
The initial course_offefings by KSSBA can take advantage oﬁ the
interest on the part of donors to finance.the major-portion'of

the cost of séonsoring such a program. Fairly basic training'

-~ courses in such areas as cash management, use of credit, costing, -

inventory control, purchasing, basic marketing, bookkEepingﬁand;

similar topics seem to have gained a popular acceptance.

Training courses sponsored by KSSBA should not-be-done
wholly with in-house experﬁise since there are a number_ofé
coﬁéultants; tralining compenies, management consultants, anﬁ.u
businessﬁen who are entering this field. KSSBA should either
_ﬁeckage_these available resouxces for use by members oreconizect

cut to speciallsts to run the courses. This is a technique that '

18



is now being used by Kenya Institute of Hanagement,'xenya
Association of Manufacturers, Business and Professional Women's

Club and the Chamber of Commerce in their own training'couréeé{'

Services

The services which are recommended for KSSBA to offer to.
members and prospective members are outlined below under
"Financing of KSSBA". One prospectlve service which is not:
mentioned is use of International Executive Service Corps (IESC)

to provide technical assistance to members of KSSBA. The IESC_-

program accepts reguests for technical assistance £rom-develdpingli-:'

country businesses and matches the job requirements to.a ro$ter

of retired U.S. executives. The executive zerves on a voluhteer;

basis and the local business is expected to pay foz_the-expénseg.'*”

incurred. 1In spite of the IESC executives serving ﬁithout
reimbursement the cost of international air travel and-locai'_

living expenses can be prohibitive to a small business.

As part of the Private Enterprise Development Project, USAID
w1ll be prov1dlng additional fundzng to IESC so that the cost of
'.provzdlng an executive can be reduced. KSSBA is ideally
pésitiohed to take advantage of the IESC program to cffer
teﬁhnical assistance to members and prdspective megbersu .KSSQA
could package a'réquest for technical-assiétance on'beﬁalf éf_é

_ gioup of smail buSinesses.

19



The mode of collaboration for KSSBA and IESC might be:

similar to a recent relationship between Kenya Industrlal Estates {f -

~and IESC. KIE took the initiative to gather together 40 baker5~
to recei#e technlcal assistance from an IESC executive. The IESCE}
-executlve visited each of the 40 bakers and provxded a551stance,”.
“in areas such equlpment specification, baking procedures, cost.

'contalnment and quallty control. As part of this consultancy twq§ 

workshops were sponsored for the participating bakers.

The IESC would like to provide more multi—client.tschﬁical..U- i

assistance, but the organization is not in a position to
coordinate with a number of small businesses. KSSBA couldéfill
this role. At a minimum, the cost of the technical.assistsncéii-j
- could be cost shared and there is a distincﬁ.possibility t&aﬁ
”KSSBA could_chaige fees to participating businesses which Voﬁld
covér:not iny.the out of pocket expenses,'but also a handifnqi

. fee or'margin'foz'KSSBA. This service can also provide the

- foundation for an industry-based marketing campaign for KSSBA to.fl':

recruit new members.

Financing of KSSBA

KSSBA should not use donor funds to build structures or
.services Wthh cannot be sustazned when donor - support is

ultlmately w1thdrawn. Any available funds shculd be'used'to'

20



' defray start-up costs of activities which wii? sustain the

organizatlon. ‘The association should invest any availableifunds

- 'in activities which will cost-effectively increase the'membgrshipi  CL

base or activitiés which will.increase income. The'cofolléry-of 3
~ this pr09051tlon is that KSSBA should not 1nd‘scrlm1natelj
undertake serv1ces or programs which do not substantively .

'_ contribute to the mission of the association. Just becausé é |
donor is'willing to provide funding for a particular activity;:
- KSsSBa should not agﬁomatically undertake that activity. étecidﬁs%
energy and resources may endfup being diverted from moie viﬁaiu.

- functions whiCh will contribute more to the long run develbpﬁent:

of KSSEBA.

Services offered by KSSBA should be on at least a partial
cost recbvery baSis. Even if a donor is willing to underwrlte'

the complete cost of running a training course for small

-business, some fees should be charged for participation. This

will establish the precedent that the association is not gbing_to§f ¢

give things away and the participants will be narrcwed to thosé:
who genuinely can use the services.. This will alsd_provid§ some
income:for.the_association. More impértantly thisgwill heip 
.KSSBA.to become. more ﬁarkeﬁ oriented. If busiheségs are n&t.

' willing'to.pay even a nominal amount, then the service is .

piobably not worthwhile_éﬁd_should be dropped.

21



Membership Dues

'Initially grants are'expected to méke up the majo:_so£r¢¢ of€ 
income for KSSBA. However income from membership dues is '
critical to demonstrate to donors that the serviées of th§1‘r
-assoclation are valued enough 5y members thét they will pay to

join.

KSSBA will very early in the process of developing a? o
business plan have to face the issue of dues structure. ihére'
are Two competing considerations in coming up with a &ues 
structure. Oné is the need to derive enough income fﬁbm
- membe:éhip dues to support thé activities of the aésdciatigﬁfand'gz
the sécond is the need to keep dues.low'enough to encou:a@e_a"
broadly based.membezship. An exercise that should be goneg ‘
thréuqh is to multiply the number of planned members in KQSBAiby.;'
the average amount of dues income Lo see what proportion ?f' .
ngceséary.:evenues of the association are ekpected to derive-frdm£, 

membership dues.

Generally membership associations charge whatever the market

- will bear. Historically small businesses have not been able to
pay expensive dues in an assocliation. Assocliation member&hip;is

one of the first items to be cut when a business is experiehciﬁg_?

some difficulties.  Thus dues from members can be expected: tg be
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s§mewhat_cyclic and to coincide with business_cycles. Howe?er
once a business has joined an association they tend to maiﬁtain‘
their membership even if they have to zeduée'dues contributién or
skip paying fdr a yéar or so. Thus a recommended strategy fo#i'
KSSBA is to offer reduced membership dues for the fitSt.yeaf'or,
two to encduraqé'business owners to join. Even if a business
owner fails for some reason to renew membezship, the bdsinegs
should be maintained on the roles as a member for at least éﬁe
year. The appeal can be made to the business 6wner.to_a¢t19ate-:

his membership in the association during that time petiod..'

The question of membership dues is intimately linked with
_OEganizational structure and membership requirements, For

example there might be different classes Of membershlp based on

characterlstlcs of - the member or expected degzee of part1c19at10n._?~':'

in the association.

it is recommended that a differential dues structure bé
developed based oh.ability and willingness of business owners tb”.
pay- At.the bottom of the dues structure might be a catégcif5of
concessional membershlp dues for hardship cases where a bu31ne5a;.
owner has had flnancza1 reverses or the business is too small to

justify full membership participatien.

A second category of membership dues might be ior non-— VOtlng i

ﬁlllates Incluued in this category might be zepzesentatlvea
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of'donqr'organizations, larger businesses that have'significant'
dealings with small businesses either as suppliers,

-subcontractors, distributors, franchise agents, etc.

A thirzd category of membership dues might be for basic

membership services. This would include full rights and benefits |

ofimembership.' Thoughtful consideration shoﬁld be given td
charging different dues for different sizes of business:siACQH
'iﬁevitébly the larger businesses require more services froﬁ*ﬁhe
~association and should be expected to pay_higher dues.. If ﬁhe_
only substantial membership benefits are participating in ;f
lrep:esentation functions of the assoéiation a case can be iade
for chaiqing the same membership dues for evéryone.- Howevéf this'”
ié.hct a recommended_strategyisince this wouid relegate tHQ'KSSBA.%J
to the status of a political lobby group insteéd of a fullf__ |

service business association.
‘Grants

KSSBA is in a start-up situation there are likeiy.to b§ 
major expenses incurred in setting up operations before off}'
setting revenués can be geherated. Therefore it is_recommeﬁded.“
that KSSBA actively pursue grants which are consisfent witH the' ~§
goals aﬁd'purpdse éf the association. In addition to USAIQ; 

KSSBA is approaching NORAD and the Ford Foundation for-fundihg;

The ILO and KAF should also be on the 1ist of donors to approach. .
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Contzacts

With the amount of interest being expressed byaGovernment:ofﬁc

Kenya, donors and foundations, the time is right fcr'KSSBAito'béFE

able to provide contract services for small buSLnesses. KSSBA

could contract to provide tralnlnq programs and technlcal

-assistance to small bu51nesses and also to do ree»arch on’ small
' :buSLness issues. KSSBA. should not attempt o provxde-these::

services by itself because there is no capabllzty for d01ng so atgf'7”'

present In any event it would not be aovxsable to build an in- LV'

" house capacity 1n these areas because this would have the effect

of lncrea51ng the overhead cost of KSSBA.

The recommended contracting strategy is forx KSSBA to bulld afquc

management capablllty to run the association whlch can also be

used to admlnlster contracts. KSSBA would be in a poSLtlon to
work with consultants, training orqanizations, other businass3

associations, university researchérs; non—gOVErnmental

organlzatlons and others to package serv1ces for contractlng.--

KSSBA would be able to take care of managlng, coordxnatlng,,_

-monltorlng and reportlng on contracts. The association would

take fees for'packaging these services. KSSBA would be'in@a

positicn. to assume the role af prime ccntractor wlth one or morE'E'

subcontractors in contract administration.
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The critical'eiement-for this contracting strareéy ié éor:
:_KSSBA to put together a good management capabllzty that has the

| trust oﬁ the donors as belng able to perform._ Donors are always
seeking cost- effectlve means of reaching target populatzons and -
.1f K5SBA has ready access to a membersh1p base of small
bu51nesses it w111 be very well p051txoned to capxtalxze on thls
access.' Donors will be very cautlous about extending large

| contracts to KssSBa untll it has established a track record for

' respon51ble contract administration.

The strategy for KSSBA to get started in thlS llne of
Vbusiness might be to Jointly b1d with other organlzatlons on
Contracts.' By selectxng more experxenced partners to bxd w1th;
KSSBA would learn how to ~package and admlnlater ccntracts

' Inltxally KSSBA would be the junicr partner in any joxnt blddlng
. and would provide access to.small busrnesses.r As more eprIIQHQE;._
is gained in packaqing'and administeriog oohtraCts,_KSSBA'top1& .I.
essume a more active'roie and become the priﬁe contractor.r 0hf:'
"internationally.sourced contracts workin§ with small busihésses
in Kenya KSSBA nlght team up with forelgn groups blddlng on the-

_contract.
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