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PREFACE 

In Kenya It IS now widely recognised that the promotion of the micro and 
small enterprise (MSE) sector IS a viable and dynamic strategy for achieving 

national goals, IncIudmg employment creatIOn poverty alleviatIOn and balanced 
development between sectors and subsectors Together all these form the 
foundation of a strong natIOnal industrial base and domestIC production structure 
that are central to the Government s VISion of achieving newly industrialised 
country status by the year 2020 

While micro and small enterprises have tended to absorb large numbers of 
unemployed people they are In themselves not always able to generate reasonably 
remunerated long-term Jobs However given an enabling policy environment 
and well targeted technical assistance and support the MSE sector can playa 
critical role In providing opportulllties likely to stimulate sustainable economic 
growth 

As It IS results from a recent MSE baseline survey In Kenya show that the 
sector contributes at least 13 8 percent of Kenya s gross domestIC product (GOP) 
The Government's commitment to the promotIOn ofMSE development could be 
achieved through linkages between small and large firms and a range of effective 
organisatIOnal techlllques Among these are Increased cooperation coordinatIOn 
and networking among small firms 111 speCific sectors so that services such as 
marketing research and development skills acquIsition and even production 
can be shared 

This book presents a synthesIs of research findings from various studies 
undertaken by the InternatIOnal Center for EconomIC Growth (ICEG) through a 
grant from the Ulllted States Agency for InternatIOnal Development (USAID) 
MISSion to Kenya The grant used pnmanly to support research and dissemination 
actiVities developed out of the need to promote policy and regulatory reforms 
aimed at creating an enabling environment for mICro and small enterprises In 
Kenya The goal of the grant was to II1crease the potential of MSEs to generate 
employment and Income opportunities The vanous papers presented In thiS 
book provide an assessment of the eXisting policy regime and constraints affecting 
MSEs and proceed to make recommendations on the way forward It IS hoped 
that the vanous recommendations Will be useful to policy makers practitIOners 
donor agencies and other stakeholders mterested In promoting the role ofMSEs 
In Job creation and poverty alleViatIOn 
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CHAPTER ONE 

Introduction 
Andrew MulleT and Cnspm Bokea 

The slgmficance of Kenya s mIcro and small enterprIse (MSE) actIvIty has 
contInued to grow SInce the sector was first brought Into the lImelIght In 

1972 In a report by the InternatIOnal Labour OrganIsatIon (lLO) on I Employment, 
Income and EqUIty In Kenya The report underscored the sector's crItICal role In 
promotmg growth In Incomes and employment The evolutIOn and hIstorIcal 
CIrcumstances responsIble for the emergence of the Informal sector In Kenya can 
be traced back In earnest, to the early 1960s when the newly Independent 
government Introduced trade lIcenses, work permIts and state-owned monopoly 
organIsatIons as well as permIssIon to allow cIvIl servants to operate bUSInesses 
all as part of a broader strategy for the IndlgenIsatlon programme 

Due to the economIC space and opportunItIes created by thIs set ofleglslatlon 
and the subsequent slowdown In economIc actIvIty, especIally begInnIng In the 
mId 1970s the number of mICro and small enterprIses often operatIng Informally 
contInued to grow The trend contInued Into the 1980s and early 1990s In the 
latter perIod the MSE sector has wItnessed a bustlIng of actIvIty and a dramatIcally 
renewed Interest by both external agencIes and natIonal governments In Informal 
sector actIvItIes WIth a deSIre to Intervene dIrectly In thIs sector, In contrast WIth 
the more or less benIgn neglect that characterIsed the early years 

In November 1985 Kenyan PresIdent DanIel arap MOl VISIted one of the more 
famous Jua kah l sector mdustrIal clusters located m KamukunJI NaIrobI 
SymbolIcally, thIS VISIt marked an Important mIlestone In the evolutIon of the 
MSE sector In Kenya because It InItIated a cruCIal process of polItIcal recognItIon 
of the sector at the hIghest level WIthIn a perIod ofthree months and four VISItS 
the PresIdent touched on the follOWIng Issues of polIcy, whIch were later to 
constItute the key areas of polIcy focus for the MSE sector 

• The provIsIon of sheds 
• The possIbIlIty of securIty of tenure-sheds were to be proVIded free and 

tItle deeds would be Issued to the allotees 

~ua kall means hot sun In KlswahIlI the term refers to working under the hot sun as many Jua 
kail artIsans lack formal workplaces 
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• Sector orgal1lsatlon and formation of groups e g Jua kah associatIOns 
• The possibility of subcontracts, mcludll1g from the Government-Government 

vehicles would be repaired m the mformal workshops of G 11<0 mba 
• The mcorporatlOn of the sector Illto natlonalll1dustnal policy and plannmg 

In 1986 a policy scenano focused on MSEs came Illto belllg with the 
publication of SessIOnal Paper No 1 of 1986, on Economic Management/ol Renewed 
GlOwth By the time It was released the rather casual term "mformal" sector had 
been given a new positive dimenSion and was belllg substituted with the term 
JlIa kall TIllS SessIOnal Paper highlighted the potential of the MSE sector as well 
as helped change ItS Image from employer oflast resort to Vibrant wellspnng of 
technological capacity and aggressive entrepreneurship The SessIOnal Paper 
which had been prepared agamst a background of declinmg economic growth 
and severe fiscal constraints, Introduced radical changes and outlined a 
development strategy that put great emphasIs on the rural economy and the 
development of the Il1formal sector 

The SessIOnal Paper also recogl1lsed that 80 percent of the populatIOn reside 
111 the rural areas where they are mvolved III off farm lI1come-generatmg activIties 
It proposed the establishment ofa speCial task force to review local authonty by 
laws and other regulations goverl1lng II1formal activities to create a healthy legal 
and regulatory climate for mformal sector activities The SessIOnal Paper also 
noted that direct assistance was to be provided to Illdlvlduals and small-scale 
busmesses Consequently the Centre Project' was born wlthm the Mllllstry of 
Planl1lng and NatIOnal Development to address the key Issues of the mformal 
sector 

In 1989 the Government of Kenya (GOK) published a document entitled 'A 
Strategy for Small Enterprise Development 111 Kenya Towards the Year 2000 ' 
which focused on the constramts the sector was expenencmg These were broadly 
claSSified as (1) the enabling enVironment, (2) mvestment and finance and (3) 
promotIOnal programmes and enterprise culture These subsequently formed a 
baSIS for deslgnmg fairly focused poliCies on the sector 

By 1992 the policy focus had been refined and was published as SessIOnal 
Paper No 2 of 1992, on Small En tel piise and jlla Kah Development 111 Kenya ThiS 
Paper has served as the baSIS of all other programmes for the development of 
the sector An agenda for action was defined covenng a penod of 12-24 months 
111 those areas conSidered cruCial for the promotIOn of the MSE sector ThiS period 
expired m February 1994 

Early m 1994, a thorough assessment of poliCies, strategies and programmes 
under the Agenda for Early Action was carned out and the obstacles mhlbltmg 
growth m the sector were Identified and analysed The followmg Issues emerged 
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• There was a multitude of actors Involved at vanous levels of ImplementatIOn 
of the policy and strategy framework However, due to weak or nonexistent 
coordination mechanisms, much of the effort had been misspent resulting 
In minimal Impact Furthermore the capacity In Government to play Its 
faCilitative and coordmatlOn role effectively was weak and reqUIred 
strengthening 

• Although the policy environment towards the MSE sector was considered 
posltlve the regulatory environment remained largely hostile to many small 
bUSiness operators Most of the disabling laws and regulatIOns that inhibit 
the operatIOns of the sector had been reviewed In 1988 but the outcome 
was not adequately dlssemmated to appropriate users for actIOn 
Consequently other task forces were set up later to review some of the same 
laws and regulatIOns In effect, It was observed that little ImplementatIOn of 
the recommendatIOns on possible amendments had been achieved 

In order to address these two Issues the MSE umt In the Ministry of Planning 
and NatIOnal Development was upgraded to a diVIsion with two distinct sectIOns 
The first section the Policy Section was given the mandate to develop policy 
mOnitor ImplementatIOn coordinate and disseminate information to target users 
and assess Impact on the benefiCianes The second section the Deregulation 
Unit was mandated to facilitate creation of an enabling environment for 
promoting MSEs by addressing the eXlstmg constramts speCifically those laws 
and regulatIOns that have proved punltlve to MSE development 

Dunng the same penod, a number of donor agencies mc1udmg the United 
NatIOns Development Programme (UNDP) the Bntlsh Department for InternatIOnal 
Development (DFID) the United States Agency for InternatIOnal Development 
(USAID) German Technical Development Agency (GTZ) and the European Union, 
Simultaneously deSigned a senes of support programmes to promote the growth 
and development of micro and small enterpnses m Kenya Such external 
mterventlons are Increasmgly becommg part of the Wider development agenda 
of the sector 

Notwlthstandmg the slgmficant efforts made by the Government donor 
agencies and other pnvate sector orgal1lsatlons to support and promote the 
development ofthe MSE sector m Kenya a number of policy constramts contmue 
to mhl bit the sector s realisatIOn of ItS full potential Thus m the effort to make 
further progress, USAID Signed a cooperative agreement with the InternatIOnal 
Center for Economic Growth (ICEG) In July 1996 under which ICEG was to 
Implement a mlcroenterpnse policy support programme (called MlcroPED) 
conslstmg of a senes of lesearcl1 projects stakel10Ider po1!cy forums brall1stormmg 
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WOI ksllOpS and Stl ateglc tral/1/11g Sel111naI S These activities were speCifically Intended 
to promote dialogue and Yield policy and regulatory reforms aimed at easing 
constraints to the development of micro and small enterprise activities In Kenya. 
and thereby Increase opportumtles for employment and Income A total of seven 
research projects and corresponding policy forum activities were Implemented 
that generally heightened the level of pohcy dialogue among stakeholders In Kenya 

Moreover. as a direct result of the USAID/ICEG cooperative agreement the 
Ministry of Planning and NatIOnal Development. InJanuary 1998, invited ICEG to 
review the ImplementatIOn status of the policies and strategies outlined 111 

SeSSIOnal Paper No 2 of 1992. and to propose a new updated seSSIOnal paper for 
the MSE sector Followmg tIllS mVltatlOn ICEG commiSSIOned a team of MSE 
speclahsts to prepare background research papers on various aspects of the 
process It IS worthwhile to note that the entire process of reviewing the status 
of Implementation and formulating proposals on the way forward was considerably 
mformed by the research outputs from the USAIDIICEG MlcroPED Project 

ThiS volume combines the research conducted under the USAID/ICEG Micro 
PED Project With the GOJ(/ICEG background papers prepared for the purpose of 
updatmg SeSSIOnal Paper No 2 of 1992 on Small En tel pl/se andJua Kall Development 
111 Kenya The renewed policy and strategy framework proposed 111 these papers 
IS based on an ll1tegrated VISion of Kenya's economic development process The 
vIsion sees the different segments of the MSE sector as closely mterconnected 
parts of the larger economy, whICh also ll1cludes large bUSinesses, multmatlOnals 
parastatals, non-government orgamsatlons and other non-bUSiness activIties 

A more balanced, effective policy focus IS mIme With current economic 
development goals to foster a dynamiC and growth-Oriented micro and small 
enterpnse sector More Importantly the VISion of thiS policy and strategy 
framework IS based on the acceptance of a market economic system, private 
entrepreneurship, and fostermg a constructive partnership between the public 
and the private sector players In the economy BeSides, given that mICro and 
small enterprises do not m themselves constitute an economic enclave on their 
own MSE poliCies and strategies Will be In tune With broader natIOnal and regIOnal 
as well as sectoral developments, takmg mto account differences between 
categories of MSEs 

The prmclpal aim of thiS volume then IS to present the findmgs and 
recommendatIOns of the USAID/ICEG MlCroPED project and the related GOKlICEG 
research studies m a form acceSSible to all ll1terested stakeholders 111 the MSE 
sector Followll1g thiS introductIOn the book describes nme specific focal areas 

Chapter Two analyses the overall legal and regulatory framework gOll1g 
beyond the SeSSIOnal Paper to conSider eXlstmg laws and their enforcement m 
areas such as land tenure, trade hcensmg, busmess regulation and property nghts 
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Chapter Three focuses on credit and finance It traces the history and sifts out 
the Impact-which IS mlmmal-ofa vanety of programmes Intended to provide 
the vital capital Input MSEs reqUire Infrastructure comes next In Chapter Four, 
and the picture here IS gnm MSE access to utilities like power and water IS 
sporadIC at best and usually nonexistent and roads are so bad that neither artisans 
nor customers can readily reach workplaces, not to mention the direct ImplicatIOns 
on transactIOn costs of MSE businesses The role of the local authontles In 
redressing this situation IS explored 

The twin Issues of entrepreneurship development and busmess development 
servICes are the subjects of Chapters Five and SIX, respectively on the premise 
that entrepreneurs are made not born The two chapters look at the various 
formal and non formal programmes for trammg or otherWise asslstmg MSE 
operators Issues m markets and marketmg are presented m Chapter Seven, which 
sets out an mtegrated and rational approach to product design and quality, and 
mechamsms for penetrating export markets 

Chapter Eight on technology policy calls for nothing less than an about face 
m attitudes toward the use of technology The day of old fashioned first 
generation technologies IS past and m order for Kenya to take Its place among 
newly mdustnalised countnes, the focus even for MSEs must be on modern 
environmentally fnendly highly effiCient technology 

Then though the policy framework pays lip service to gender eqUity, Chapter 
Nme notes that many SOCIal and economic realities work to prevent eqUity 
between men and women m the MSE sector According to the chapter thiS IS 
despite the overwhelmmg presence of women In mlcroenterpnses and many 
steps must be taken to level the playmg field Fmally Chapter Ten focuses on the 
environmental Impact ofMSEs noting that m the aggregate MSEs do more damage 
to the environment than large bUSinesses because there are so many of them, 
the technologies they use are not often effiCient, and they are essentially unregulated 

In addition to the Situation analyses m these nine areas, each chapter proVides 
In depth recommendatIOns for a Wide range of practical steps that can be taken 
m and out of the policy arena to redress shortcommgs The emphaSIS of the 
recommendatIOns IS on the private sector-mcludlng MSEs themselves-with 
the Government proViding only the enabling environment A common thread In 

all the chapters IS a sense of urgency-much time has been lost With very little 
accomplished In the way of Implementing the eXisting policy framework Issues 
of ImplementatIOn must be addressed forthnghtly thiS time around, If Kenya IS 
to tap the full dynamism ofthe MSE sector achieve sustained economIC growth 
and pull ItS people from the mire of poverty 
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CHAPTER TWO 

The Legal and Regulatory Framework 
Wmme Kannglthl 

Excessive regulatory constraints mhlblt busmess competitiveness worldwide 
They Impose costs and infleXibilities that frustrate enterpnses hamper 

innOvation, deter Investment and minimiSe opportunities for emplQyment 
creation Large busmesses may have the capacity and resources to get around 
the regulatIOns when necessary, but the operations of micro and small enterpnses 
(MSEs) which have fewer finanCiallesources and less management depth can 
be senously hampered 

In Kenya MSEs are particularly mhlblted by cumbersome laws and 
regulatIOns, most of which are out of tune With current development realities 
Some laws have provIsIOns that are either outnghtly host!le to the activities of 
the MSEs or not sensitive to the needs and situations of these enterpnses An 
enabling environment for small bUSiness must be proVided If Kenya s need for 
growth and employment opportunities IS to be met effectively and sustamably 
An Important part of creating such an environment IS the removal of legal and 
regulatory obstacles 

IMPACT OF THE LEGAL AND REGULATORY FRAMEWORK ON MICROENTERPRISES 

O verzealous regulatIOns have a negative Impact on the growth and 
development of MSEs because they 

• Absorb scarce management time 
• Increase fixed costs disproportionately 
• RestrIct operating fleXibilIty 
• Divert scarce finanCial resources from productive mvestment 

One of the maJor weaknesses ofMSEs IS the limited capacity of management 
and resulting poor management skills Time that IS taken up With regulatory 
Issues diverts tIllS already weak capacity from dlrectmg the strategy and operations 
of the enterprIse Over the long term, the diverSIOn of scarce managerIal resources 
may prove to be the most damaging of all the many effects of regulatIOns on the 
competitiveness ofMSEs (a prIme example IS the time taken to get licenses) 
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Worldwide research suggests that MSEs tend to be both more highly geared 
financially, and more relIant on short term borrowIngs than large companIes 
Access to eqUIty capital IS restncted to eXistIng shareholders and retaIned earnIngs, 
therefore MSEs tend to have less capital available, and hence less capacity to 
absorb unproductive capital expenditure that anses as a consequence of 
regulations This sort of expenditure IS Illustrated by regulations contaIned In 
outdated buIldIng codes strIngent facto I y legislatIOn and natIOnal standards 
legislatIOn Such regulations can set unnecessanly high standards of complIance 
that far exceed the capaCIty of MSEs 

It IS not only the regulatIOns themselves that have a negative Impact on the 
conduct of bUSIness, but also the manner In which they are Implemented and 
enforced For example current lIcenSIng prOVIsions give Wide discretIOnary powers 
to lIcenSIng officers to grant, revoke, cancel or renew lIcenses Research by the 
Deregulation SectIOn of the MInIstry ofPlannmg and NatIOnal Development reveals 
that these powers are often Implemented Inappropnately, With the cost to 
bUSIness bemg uncertamty, wasted time and addItIonal expenditure m the form 
ofbnbes 

The manner In which lIcenSIng proVISIOns are enforced In Kenya creates a 
major diSInCentive to Investment The newspapers carry dally reports of senous 
property nghts Violations by lIcenSIng enforcement officers and street traders 
Identify polIce harassment and bnbery as the most serIOUS constraInts they face 
m the conduct of their busmesses AgaIn, MSE entrepreneurs suffer a 
disproportionate Impediment because they are less lIkely to be aware of their 
rIghts and because they expenence greater difficulties accessmg Justice and 
meetIng the costs ofbnbes 

ASSESSMENT OF THE EXISTING POLICY FRAMEWORK 

S mce the 1972 ILO report, "Employment, Income and EqUIty In Kenya' 
micro and small enterpnses' contrIbutIOn to overall economic development 

has domInated many development debates In Kenya The sector s Importance In 
economIC development was smgled out In SeSSIOnal Paper No 1 of 1986, EconomiC 
Management for Renewed GI owth which set out to create an enablIng environment 
for MSEs SpeCifically, the SeSSIOnal Paper recommended that 
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A special Task Force be established to review all poliCies as well as current local 
authonty by laws and other regulations governing Informal sector actiVitIes to 
create a healthy legal and regulatory climate for Informal sector actIVities by 
eliminating unnecessary constramts recommending an appropnate scale of 
licenSing fees and charges and protecting street hawkers and other self employed 

people from over zealous poliCing 



LEGAL AND REGULATORY FRAMEWORK 

The Government's commitment In SessIOnal Paper 1 of 1986 was reinforced 
In the 1989 GOK report "The Strategy for Small Enterpnse Development' which 
set out mechamsms for the removal of constraints to the growth and development 
of the MSE sector A further effort by the Government was formulatIOn ofa poltcy 
framework In SessIOnal Paper No 2 of 1992 Small EnterprISe and Jua Kall 
Development 111 Kenya This paper sought to establish the reqUisite enabling 
environment for the development of the sector 

A cntlcal component of the enabling environment IS the legal and regulatory 
framework accordIng to Sessional Paper No 2 of 1992, relevant mlnlstnes In 
consultation With the Attorney-General s office were Instructed to 

• Undertake a comprehenSive review of all pertinent acts and In-depth analYSIS 
of the extent to which such acts have adverse Impact on MSEs either directly 
or indirectly 

• ReView licenSing arrangements and bUilding codes for small enterpnses With 
a view to relaXing any that hinder MSE bUSinesses 

• Restructure those clauses of the Employment Act that restnct access to 
employment by women In certain Industnes other than for medical and 
environment reasons 

Other policy documents also declared the Government's intentIOn to create 
an enabling legal and regulatory environment The Development Plan for 1989-
1993 declared that "the Government would speed up the already Initiated review 
of the local authontles by-laws and regulations that have proved restnct!ve to 
the development ofMSEs This would Include the suspension of certain categones 
ofltcenses appropriate revIsion of bUilding codes and ease allocatIOn ofland to 
MSEs The Budget Speech for 1992/93 stated that the Treasury would publish a 
replacement to the Trade LicenSIng Act that would reduce the licenSing 
reqUirement for small enterpnses seekIng to set up bUSiness 

Further, the Small Enterprise Poltcy ImplementatIOn Programme (SEPIP) 
mission report of 1994 was Initiated to help Government formulate proposals 
that would translate the policy framework for small enterprise development as 
set out In Sessional Paper No 2 of 1992 Into concrete action The report Identified 
the failure to address some key Issues such as legislative reform land allocation 
and poor Infrastructure as the main weaknesses Inhibiting the development of 
the MSEs 

The Small Scale andjua Kali Enterprise Development (SSjKE) programme was 
to finaltse the review and Implementation of the amendments to eXisting laws 
and regulations AccordIng to the programme document the key actors-

9 
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Attorney General FederatIon ofJ(enya Employers, non government organisatIOns 
and Mmlstry of Local Government-need to 

• Dlssemmate I11formatlon on the reviews that have been completed and ensure 
their ImplementatIOn by concerned authontles espeCIally the local authontles 

• AssIst selected local authorities to revIew and amend IIcensmg procedures 
with a view to establlshmg a one stop office to reduce eXlstmg compleXItIes 
and time wastage 

• Assist local authontles to review IIcensmg and other fees 111 order to harmOnise 
the large number of different rates charged 

In the Development Plan for 1994-1996 the Government pledged to 
harmOnise the IIcensmg regIme and Simplify reqUIrements so as to encourage 
commefCIal and mdustnal mvestment The Eighth NatIOnal Development Plan 
(1997-2001) proposed the followmg measures 

• On the Land Reform Programme, the Government would Implement the 
recommendations of the PresIdential Commission on Land Use The MInistry 
of Lands and Settlement would take measures to ensure that land IS earmarked 
for mdustnal development m every local authonty on the baSIS of the Physical 
Plannmg Act of 1996 (In this regard, the Government conSiders that the 
Physical Plannmg Act of 1996 adequately addresses the problems ofmdustnal 
land among other categones ) On the strength of this act the Government 
would encourage all local authontles, through their physIcal development 
liaIson commIttees, to set aSIde land for use as mdustnal parks so as to 
mmlmlse the InitIal cost for mdustnal mvestors 

• In the area of agncultural reform, the MInistry of Agnculture and Mmlstry of 
CooperatIves would amend the Dairy Act to strengthen the regulatory powers 
of the Dairy Board and allow more actors 111 the I11dustry 

• The CooperatIve Act would be reviewed to enable the act to become more 
commefCIally onented to allow cooperatIves to operate competitively 

• The Forest Act would be drafted and tabled m Parliament for legislatIOn The 
act IS to outlme strategIes for tacklmg shortcommgs m wood supply and 
proVide a legal base for enforcmg supply and utIlisation deCISIOns 

• The Mmlstry of Labour, AG and MI11Istry of Health would undertake a 
comprehensive review of the Factones and Other Places of Work Act and the 
Pubhc Health Act wIth a vIew to strengthenmgoccupatJonal health m the workplace 

The Budget Speech of 1996/97 charged local authontles to consolidate theIr 
licenses to only a smgle payment This was expected to mmlmlse the IIcensmg 
burden on busmess m general and Jua kail enterpnses m particular Then m 
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order to develop the formal and Informal sector, SessIOnal Paper No 2 of 1996, 
Industrial TransformatIOn to the Year 2020, proposed that the AG should review the 
Vagrant and Pubhc NUisance Acts to make allowance for genume Jua kall 
enterpnses as opposed to misfits and vagrants 

In addition, the Minister for Fmance, In the Budget Speech of 19 June 1997, 
proposed to discontinue collectIOn of trade hcensIng fees for revenue purposes 
by the central government With effect from January 1998, leaVing the central 
government concerned only With regulatory approvals 

Fmally In the Budget Speech on 11 June 1998, the Mmlster for Fmance made 
the follOWing announcement about the Local Government Act 

To make BUSiness environment more friendly I propose to amend the Local 
Government Act to reqUIre local authOritIes to Issue only one bUSiness permIt to 
a bUSIness enterpnse effectIve from 1 st January 1999 The permIt WIll be Issued 
automatIcally proVIded that 
(I) all reqUIred InformatIOn IS gIven 
(11) the reqUIred fees are paId and 
(111) the bUSIness has settled other revenue lIabIlItIes 
ThIS bUSIness permIt WIll not be a substItute for meeting reqUIred regulatory 
condItIOns concerning health safety or envIronment standards The regulatory 
functIOn WIll be de lInked from the revenue collectIOn functIons but bUSInesses 
wIll stIli be reqUIred to ensure complIance WIth these other laws, not as a condItIon 

of gettIng a lIcense 

IMPLEMENTATION STATUS OF THE POLICIES 

S mce the pubhcatlOn of SeSSIOnal Paper No 2 of 1992, an enormous amount 
of work has been done to Identify various rules and regulatIOns affecting 

start-up operation and growth of MSEs In Kenya However, very little positive 
action has resulted Some of the Initiatives undertaken to date are deSCribed In 
the followmg sections They mclude law review task forces trade IIcensmg reform 
some sector speCific reform such as agriculture and health and a vanety of other 
measures 

Task Forces 

The Government undertook preliminary action towards creation of an enablmg 
legal and regulatory environment by appomtIng task forces to review the various 
laws Little progress has been made m the actual review of these laws through 
thiS process, however The results of the task forces have not been dlssemmated 
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m any way, and no regulatory change has resulted In additIOn, not all the task 
forces set up deal with regulatIOn of the business environment 

Task force on health sector reform 
To Implement the poliCies outlined In the Eighth NatIOnal Development Plan, the 
Ministry of Health IS In the process of undertaking a review of relevant legislation 
and regulations mcludlng those that promote occupatIOnal health, many ofwhlch 
apply to MSEs As an Initial step, a task force was set up for thiS purpose, after 
some delays the task force was recently launched and IS scheduled to complete 
the task within SIX months The delay was due to lack of the necessary logistics, 
but these are being put In place for the exercise 

Arnon on land reform 
The Ministry of Lands constituted a task force that was launched In 1997, ItS 
members were the technical officer and legal officer from the Ministry, and 
representatives from the AG's office and the Law Reform Commission The task 
force IS charged with reviewing the 30-plus pieces ofleglslatlon on land In order 
to harmonise and Simplify them 

A land procurement committee was formed to address the Issue of 
procurement of land for MSE development In line with Sessional Paper No 2 of 
1992 The committee was to 

• Identify and document all land earmarked for the}ua kal! sector In urban and 
rural centres and ItS accessibility to Infra structural facIlities 

• Initiate and faCIlitate formal reservation and registration of such land 
• Assess and determine the need for land In vanous urban and rural centres for 

the}ua kal! sector, In consultation with the dlstnct development committees 
and local authontles 

The committee recommended that the land Identified or reserved for use by 
the}ua kall sector be held by the Permanent Secretary of the Mmlstry of Research 
and Technology until bona fideJua kall associatIOns are registered 

Deregulatlon Semon (DS), Mlmstry of Planmng and Natl0nal Development 

With the support of the Bntlsh government s Department for InternatIOnal 
Development (DFID), the GOK established the Deregulation Section (DS) In the 
Mmlstry of Planning and National Development (MPND) to speed up the legislative 
review process and the ImplementatIOn of policy recommendatIOns 
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The Deregulation Section commenced Its work m May 1996 Its mandate IS 
to Identify legal and regulatory constramts to the entry mto and operation of 
busmess m Kenya It also formulates proposals for reform and coord mates the 
ImplementatIOn of these reforms after their approval The work mcludes 
consultation With and information dlssemmatlOn to all stakeholders m order to 
bUild consensus on the reforms reqUired, and to advocate the need and rationale 
for change so that vested mterests (whICh are considerable) that are resistant to 
change are brought along m the process 

It IS Important to pomt out that while variOUS proposals for specific legal 
changes have been developed m both the public and private sectors, the work of 
the DeregulatIOn Section IS to review and assess these proposals and make specific 
recommendations to Government wlthm the context of the Government's overall 
policy of creatmg a hberahsed and market oriented economy The sectIOn IS 
responsible for extendmg the ImplementatIOn of the macroeconomic policy 
framework to the domestic economy through the process of deregulation 

Already the Deregulation Section has submitted proposals to the Government 
for review of the Iicensmg laws after a thorough consultation and review process 
Local authOrity Iicensmg regulatIOns are also bemg changed ThiS IS discussed 
below 

Trade Llcensmg Reform 

In a major paper on the reform of trade Iicensmg at the natIOnal level the Mmlstry 
ofPlannmg and National Development (Deregulation Section) recommended the 
repeal and/or amendment of 14 acts of Parliament and 13 by laws relatmg to 
trade Iicensmg None of these changes would affect standards on public health, 
public order, public safety or the environment The recommendations were 
summarised m a Cabinet Memorandum m May 1997 

The Fmance Mmlster's proposals for comprehenSive reform of trade Iicensmg, 
set forth m the Budget Speech of 1997, were a direct result of the work of the 
Deregulation Section The mam changes announced were 

• The cancellatIOn of license fees payable to the Mmlstry of Commerce and 
Industry under the Trade Llcensmg Act (Cap 497) 

• The consolidation of all local authOrIty (LA) Iicensmg Into a Smgle Annual 
Busmess RegistratIOn Fee 

ThiS fee IS to be Issued by "one stop shops (OSS) Without the licensee havmg 
to furmsh proof of compliance With other regulations before bemg Issued With a 
receipt for payment (ThiS does not Imply that enterprIses do not have to comply 
With health, safety and environment regulatIOns It Simply means that the onus 
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of compliance IS moved from the licensee to the licensor, or from the enterprIse 
to the LA ThIs change will ease the compliance burden on enterprises and 
Increase revenue collectIOn by the LAs) 

The intentIon behind thIs announcement was, ultImately, to remove all central 
and local government IIcensmg requIrements and replace them wIth a smgle, 
non-approval-based business regIstration fee, payable to local authoritIes 

The MinIster also effected the cancellation of the FIrst Schedule of the Trade 
LIcensing Act (Cap 497), whIch IS the schedule under whIch trade license fees are 
payable to the MinIstry of Commerce and Industry 

Progress smce budget speech - Local authonty (LA) trade llcensmg 
The Mmlstry of Local Authorities, through a circular dated 14 October 1997, 
began the ImplementatIOn of the trade IIcensmg reform at the local authority 
level The objectIves of the reform were 

• To deregulate the business sector so as to encourage greater economIc growth 
and employment 

• To reduce the adminIstratIve and compliance costs of controlling, regulatmg 
and malntamlng mformatlOn on private sector actIvItIes 

• To enhance local government revenues so that local authoritIes could Improve 
the delivery of servlc~s 

Then, m 1998, the MinIstry (MOLA) Introduced the single busmess permIt, 
effective on optIonal basIs fromJanuary 1999 but mandatory In all local authorities 
from January 2000 The Idea was to enable local authoritIes to shIft from the 
eXlstmg complex system of multIple licenses to a new, sImplified system The 
legal changes necessary for the SWItch were mtroduced m Parhament m the 1998/ 
99 Fmance Bill proposing amendments to the Local Government Act (Cap 265) 

The shIft was phased In as follows 

• Durmg the first year (calendar year 1999), all local authoritIes are reqUIred to 
Issue eIther one consohdated business permIt uSing theIr eXIsting fee 
structure, or one smgle busmess permIt uSing a fee schedule Issued by the 
MInistry of Local AuthoritIes 

• During the second year (calendar year 2000), all local authorities are reqUIred 
to Issue only one smgle busmess permIt uSing one tariff base selected from a 
schedule approved by the MInistry 

As of September 1999,21 4 percent of local authorities (36 out of 168) had 
Implemented the new system 
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Inter-MmIstenal ConsultatJve CommIttee on RatJonailsatJon of Trade Llcenses 
ThiS IMC committee was formed after the 1994/95 Budget Speech 
It drew ItS members from vanous mlnlstnes -Finance Commerce and Industry 
Local Government Tounsm and Wildlife-as well as the Attorney General s office 
Flshenes Department and Nairobi City CounCil The committee was formed to 
address the licensing problem as members of the business community were 
finding the escalating cost of licenses and permits hard to bear Thus there was a 
growing feeling that there should be a drastIC reduction In the number of licenses 
reqUired through the establishment of a "one-stop Window" for approval and 
Issuance of licenses by both central government and local authontles The 
committee produced a paper containing vanous recommendations from several 
meetings and deliberatIOns In May 1995 Nothing much happened after the 
presentatIOn of the paper but the recommendations were Incorporated Into the 
DeregulatIOn Section Report, ' ImproVing the Legal and Regulatory EnVironment 
through Trade LicenSing Reform' 

ReVlew of NCC by-laws 
The draft diSCUSSion paper Model By-laws Relatmg to BUSiness RegistratIOn and 
Street Tradmg proposes a ratIOnale and methodology for mtroduclng model 
by laws to regulate street trading In the absence of trade licenSing and to 
Introduce the bUSiness registratIOn system It Will be conSidered as part of the 
review of NCC by laws A tanff schedule to replace the eXlstmg schedule offees 
and charges under the LICensed Trades and Premises By law IS also being deSigned 
by the DeregulatIOn Section In conjunction With the Kenya Local Government 
Reform Programme and Nairobi City CounCil (NCC) 

Subsequent to the development of the draft diSCUSSion paper a task force to 
review the Nairobi City CounCil by laws was put In place The DeregulatIOn Section 
through meetings ongmated by KLGRP IS the secretariat and condUit for technical 
and finanCial assistance (With gUidance from KLGRP) to NCC to review all ItS by­
laws and In particular the ones governmg trade Iicensmg It IS thiS task force 
that IS developing the new non approval based tariff schedule and the new NCC 
by laws that are to serve as model by-laws for adoption by all local authontles m 
the country The amendments to the Local Government Act (Cap 265) necessary 
for the mtroductlOn of model by laws and the new bUSiness registration system 
are also Intended to result from thiS task force review 

Inter-Party Parhamentary Group (IPPG) 

As a result of the IPPG meetmg before the 1997 election a number of acts that 
affect MSEs were repealed or amended The follOWing acts were repealed 
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Vagrancy Act (Cap 58), OutlYing Act (Cap 1 04) and SpecIal DIstrIct AdmInIstratIOn 
Act (Cap 1 05) The acts that were amended Include Local Government Act (Cap 
265), ChIef's AuthorIty Act (Cap 128) SocIetIes Act (Cap 1 08), PreservatIon of 
Publtc SecurIty Act (Cap 57) and Publtc Order Act (Cap 56) WhIle the acts repealed 
through the IPPG InItIatIve do not govern business prImarIly the indIrect Impact 
on business of thIS legIslatIve actIon IS substantIal, partICularly on the MSE sector 

Agnculture Sector Reform 

According to the EIghth NatIOnal Development Plan (1997-2001), the Government 
IS to strengthen the management of agricultural cooperatIves by amending the 
CooperatIve Act to allow cooperatIves to operate competItIvely (I e , to become 
commerCIally Oriented), and refocus the role of CooperatIve MInIstry to that of 
regulatIon Towards thIS end the CooperatIve Act has already been amended and 
IS only awaIting PreSIdentIal assent 

In the hvestock sector, according to the current development plan, a number 
of measures were to take place to Improve the quahty ofhvestock products and 
Increase the proceSSIng of hvestock These are 

• Fully hberaltse the daIry sector so as to encourage private sector partICipatIOn 
In the daIry Industry 

• Amend the DaIry Act to strengthen the regulatory powers of the DaIry Board 
and allow more actors In the Industry 

A dairy development poltcy has been drafted and IS awaItIng submISSIon to 
the Cabmet for approval The legal aspects are be 109 handled under the DaIry 
Act revIew An mter-mmlsterlal task force was constItuted and so far has worked 
on the DaIry Act revIsIon a draft bIll IS wIth the AG 

Currently, the Mmlstry IS 10 the process of revlewmg all acts and subSIdIary 
legIslatIOn that pertam to the operatIons of the agrIcultural sector wIth an aIm of 
puttmg them under one legal framework 

Kenya Management Asslstance Programme 

The Kenya Management ASSIstance Programme (K-MAP) has been a dynamIC agent 
for capaCIty bUIldmg through busmess trammg and counselhng In the process of 
undertakmg these tasks K-MAP encountered first hand the massIve legal 
admInIstratIve and technIcal dlsmcentlves that make It very dIfficult for the small 
enterprIse sector to develop K-MAP recognIsed that these ImpedIments had to 
be removed If It was to reahse ItS goal ofbUIldmg the capacIty of the sector WIth 
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the help of a consultant, and findnclal support from the Centre for International 
Pnvate Enterpnse (ClPE) K MAP surveyed a randomly selected sample of small 
busIness operators from vanous parts of the country to establIsh the nature and 
magnItude of the constraInts 

The survey Identified legal and admInistrative problems that have not only 
restncted the growth and development of the small bUSIness sector but have 
also acted as dlsmcentlve for practlcmg as well as potential MSEs The results 
were presented and thoroughly discussed at four workshops attended by 
representatives of government mmlstnes and NGOs whose activities mclude 
different kmds and levels of assistance to MSEs 

The delIberatIOns ofthe four workshops led to the establIshment of an mter­
mmlsterIal committee that has been workIng With the broad-based prIvate sector 
Committee for the Improvement of Small BUSIness EnVironment (CIS BE) to remove 
the legal and admmlstratlve constramts Identified by the survey 

Commlttee for the Improvement of Small Busmess Envlronment (CISBE) 

The formation of CIS BE was motivated by the deSire of the prIvate sector to take 
a lead role m the ImplementatIOn of polICIes affectmg the busmess environment 
m Kenya The Institutions advocatmg MSE sector development thus formed a 
common front to lobby the Government In ItS ImplementatIOn of MSE 
programmes The committee IS composed of legally constituted member 
organisations, who work together to contnbute to the current national efforts of 
creatmg an enablIng environment for MSEs m Kenya It also has Government 
representatives as members mcludmg the AG's office 

As conceptualIsed ClSBE was to playa cruCIal role m lobbymg for the reVISion 
and ImplementatIOn oflegal and admInistrative proVISIOns governmg MSEs As a 
broad-based non-government organ, CISBE was expected to have a very large 
membership of MSEs as well as the abilIty to reach out to a large maJonty of 
MSEs The CISBE and the Deregulation Section were to complement each other s efforts 

Weaknesses and Gaps m the Polley Framework 

The lack of progress In the Implementation of the polIcy framework set out m 
the SeSSional Paper-despite the clearly stated GOK mtention to carry out a 
review-creates the ImpreSSIOn that the framework was unrealIstIC It overlooked 
the absence of the polItICal Will and finanCIal resources that are necessary to 
Implement such an ambItiOUS programme Moreover, the relative absence of 
measurable results clearly mdlcates that the polIcy framework needs revIsion 
and more should be done to promote the MSE sector 
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At the same tIme, there was no capaCIty 10 terms of technical and finanCIal 
assIstance to Implement the various mltlatlves In most cases, the gUldelmes 
reqUIred fundmg and technical expertIse for ImplementatIon, whIch were not 
proVIded For example, a survey done by the RegIOnal Centre for SOCIOeconomIc 
StudIes and Development revealed that local authoritIes mdlcated that they dId 
not have adequate human and finanCIal resources to revIew the by laws that 
were conSIdered outdated and repressIve of MSE actiVItIes 

MechanIsms for mformatlOn dlssemmatlon were not put 10 place and 
therefore, no major efforts were made to sensltlse the key players about theIr 
respective roles m the polIcy formulatIOn process The results have been that no 
programmes or actIvItIes were set up m the various mInIstries and other 
organisatIOns that were expected to lead the polIcy formulatIOn and subsequent 
ImplementatIon process For mstance after amendment or repeal of some of 
the dlsablmg laws and regulatIOns that mhlblt the operatIOns of the MSEs, the 
outcomes were not adequately dlssemmated to appropriate users for actIOn 

Nor were mechanisms put In place for coordmatlOn mOnitorIng and evaluatIOn 
of the various actIvItIes envIsaged 10 the polIcy framework Consequently the 
various actors mvolved at dIfferent levels of ImplementatIOn of the polIcy and 
strategy framework have lost energy and momentum resultmg m mmlmallmpact 
on target benefiCIarIes For example It IS WIdely belIeved that the Attor~ey­

General's office IS responsIble for Inltlatmg all new legIslatIon ThIS IS not the 
case The AG's office only faCIlItates the process RecommendatIons for new 
changes 10 the eXlstmg legIslatIon must come from the Implementmg mmlstry 
responsIble for the admInistratIon of the partIcular act The Attorney General 
then puts the recommendatIOns mto legIslatIve language After approval by the 
mmlster who made the recommendatIOn, the legIslatIOn IS then forwarded to 
ParlIament 

The other polIcy documents (sessIOnal papers, development plans) that 
followed only managed to hIghlIght and create a strong case for creatmg an 
enablmg polIcy envIronment but no speCIfic polICIes were spelled out as such 
There was m general a lack of coherence 10 statements of mtent made after the 
1992 polIcy framework 

So despIte government efforts to proVIde a polIcy framework for MSEs 
progress m Improvmg the polIcy envIronment for the sector remams constramed 

PROPOSED POLICY INTERVENTIONS 

In order to promote MSEs there IS need to speed up the work already started 
to revIew varIOUS legal constramts that restrIct the development of the sector 

Concrete polIcy mterventlOns are urgently needed m the areas of trade IIcensmg, 
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business registratIOn access to work space and securIty of tenure, and finance 
Labour laws and regulation of the retail sector are among the other areas that 
also need attentIOn and action 

Interventlon 2 1 - Streamlme Trade Llcensmg 

Trade licensing IS among the biggest barners to the development of the Kenyan 
economy-In fact It IS as Important an Issue as access to finance and access to 
workspace and utilities This was borne out by extensive consultations With 
business people whose overwhelming conclUSIOn IS that the reqUirement for 
trade licenses In Kenya IS one of the major constraints to the entry Into and 
operation and development of business at all levels 

Traditionally In Kenya licensing has been used to regulate and control business 
activities That situation has now changed revenue generation has become the 
motivating factor behind local authOrity trade licensing However, the mechamsm 
of control continues to be used With the effect that as the need for revenue 
Increases so does the number of bUSiness licenses required and the controls 
they Impose This deterIorating situation IS compounded because 

• 

• 

• 

LicenSing requirements are duplicated at central government and local 
authOrIty level and among the ministrIes themselves 
The ambit of discretIOn given to licenSing officers leads to inconsistent 
application ofthe legislation, uncertainty and opportunities for corruptIOn 
The system IS characterIsed by lengthy and cumbersome approval procedures 
and the use of inapproprIate enforcement measures 

Trade would be facilitated If restrIctions were confined to those that are 
essential to preserve necessary standards relating to public health public order 
security safety and the enVironment, and If compliance were mOnitored by regular 
inspections and audits carned out by the approprIate administratIOn agenCies 

Trade 17censmg by central government 
Trade licenSing at central government level should be restncted to limited 
speCified activities e g movement of toxIC substances sale of fire arms etc 
that would remain strIctly controlled This should eliminate the problem of 
multiple licenSing The Minister of Finance In hiS Budget Speech of June 1997 
announced the discontinuation of the collection of trade licenSing fees for revenue 
purposes by the central government With effect from January 1998 Only trade 
licenSing administered by the Ministry of Commerce and Industry under the Trade 
licenSing Act (Cap 497) has been effected Since this announcement 
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Local authonty llcensmg by-laws 
Local authoritIes derive their powers from the Local Government Act (Cap 265) 
The councils have powers to admmlster and provide servICes wlthm their area of 
JUrisdictIOn One such power IS to proVide lIcenses to bus messes operating m 
their areas and make necessary by laws to prohibit control and regulate various 
trades and busmesses that are carned out The by laws lay great emphasIs on 
control They mcorporate harsh penalties and criminal conVictions for non­
complIance, and they give broad discretIOnary powers to local authority offiCials 
to Impose a Wide variety of trading restrictIOns 

All local authorities' trade lIcensmg by-laws should be consolIdated Into one 
set model of by laws on trade which Will proVide the necessary regulatory 
measures and one tariff structure Licensing should be automatIC upon the 
payment of speCific fees and the supply of basIc information such as IS reqUired 
for statistICal and information purposes, It should not be conditional on anything 
other than payment of the appropriate fees Busmesses should contmue to observe 
all regulations relatmg to health, environment and safety 

Local authOritIes need suffiCient resources not only to design a busmess license 
system but also to maintain It They also need to ensure that such a system 
guarantees Simple, speedy and effective processing of lIcense applications 
Another factor to conSider IS the affordabillty of lIcense fees whICh IS cruCial to 
securing the full cooperatIOn of street traders and other busmesses 

The proposed consolIdation ofhcensmg by-laws wJ!1 SimplIfy the fee collectIOn 
process reduce the number of administratIOn officers mvolved and cut aSSOCiated 
transaction costs Entrepreneurs Will be encouraged and faCIlItated m their attempt 
to enter Into bUSiness whereas m the past they were Impeded and controlled 
Removal of the reqUirement for multiple lIcenses, the SimplIfication of procedures 
and the consolIdatIOn of by laws wJ!1 have the effect of Significantly reducmg the 
time spent by entrepreneurs on lIcenSing matters thus creating more time to 
spend on productive activities thatwJ!1 generate employment, mcome and greater 
tradmg opportunities Furthermore bUSinesses that have been relIeved of double 
IIcensmg fees may be more WillIng to comply With registratIOn requirements and 
regulatory standards 

Interventlon 2 2 - Decentrahse Busmess ReglstratlOn 

Busmess registration IS perceived by most MSEs as a cumbersome, bureaucratic 
and costly process and consequently, a major roadblock to the start-up of a 
formal bus mess RegistratIOn of bUSiness names takes place only In Nairobi, 
although the Registrar has opened offices m Mombasa and Klsumu, they do not 
yet deal With busmess names Moreover, the reqUirement that the applIcant !>hould 
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gIve the address and the physIcal locatIOn of the prIncIpal place of busIness creates 
a major problem for MSEs WhICh often lack a fixed workplace 

RegIstratIon of busIness names should be decentralIsed InItIally to the two 
eXIstIng RegIstrar s offices In Mombasa and Klsumu and ultImately to the sub 
dIstrIct level to cater for entrepreneurs who are far from NaIrobI In the meantIme 
the RegIstrar should draw up a schedule to provIde servIces at dIfferent dIstrIct 
headquarters at speCIfic tImes of the year ThIs would encourage new busInesses 
and the many busIness enterpnses that operate under unregIstered names to 
regIster 

In order to ensure effectIve decentralIsatIOn the process should be compu 
tensed to avoId duplIcatIOn of names and the consequent legal ImplIcatIons 
Computensatlon would enable the RegIstrar to Inform an applIcant If a name IS 
acceptable or not on the spot 

To Implement the decentralIsatIOn recommendatIOn, the RegIstrar's office 
should carry out a feasIbIlIty study on the proposed computensatlon programme 
to establtsh the finanCIal and technIcal support that wIll be necessary to 
computense and decentrahse the busIness regIstratIOn process The feaslblhty 
study could be carned out wIth support of a donor and the ensuIng report then 
used to raIse funds to finance the decentralIsatIOn The decentralIsatIon and the 
mobtle regIstratIon exercIse would reqUIre external financIal resources for 
procurement of equIpment computensatlon expenses and staff traInIng The 
proposed changes would reduce costs of dIrect travel expenses save busIness 
tIme-thereby IncreaSIng productIvIty revenue and profit-and Increase chances 
of completIng the regIstratIon exerCIse, as opposed to the current practIce where 
many apphcants fall by the waysIde 

Intervenbon 2 3 - Ensure Access to Workspace and Secunty of Tenure 

In Kenya the lack of access to workspace IS complIcated by land allocatIOn and 
tenure Issues and aggravated by stnngent butldIng standards and regulatIons 
controllIng the provIsIon ofutlhtles such as power roads and water Absence of 
legal tItles contnbutes to lack of access to credIt and to harassment by local 
authorItIes and prOVIdes dISIncentIves for development of and Investment In 
the workslte preventIng Improvements In technology and productIvIty For 
Instance an estImated 66 percent ofMSEs rent theIr premIses Only a mInonty-
11 2 percent-own theIr premlses/workspace The remaInder have use of the 
premIses mostly as squatters or Invaders 

Land ownershIp arrangements have posed problems In accessIng land for 
MSE development At present the requIrement stIli holds that tItles should be 
Issued In favour of MInIstry of Research, TechnIcal TraInIng and Technology 
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(currently MInIstry of Research and Technology) to hold In trust for MSE 
assoCIatIons ThIS IS not possIble however as the MInIstry IS not "Incorporated" 
An attempt to prepare the tItles In favour of the Permanent Secretary In the 
Treasury under The RegIstration of TItles Act (Cap 101) has also hit a snag as It 
cannot legally hold property In trust for other mInlstnes and orgamsatlons Thus, 
accordIng to a report by Kelpet Consultants "ImproVIng Access to PhYSIcal 
Infrastructure for MSE Development In Kenya", there IS need to amend Cap 101 
If the MInIstry IS to be named custodian of MSE sites As of now, ownershIp 
arrangements are not clearly defined and the MInIstry of Lands IS handIcapped 
In ISSUIng tItles to MSE assocIatIOns 

The land allocatIOn and transfer system should be amended to a transparent 
system of transfer at open market pnces with title deeds beIng Issued to and 
held by the purchaser Other legIslatIve changes are necessary to ensure as far as 
possible secunty of tenure for MSEs, together wIth a greater emphasIs In 
development plannIng on the needs of the sector 

The Government through the MInistry of Research and Technology and 
MInIstry of Lands and Settlement should ensure that all land IdentIfied and 
earmarked for Jua kall actIvitIes IS regIstered and tItles Issued In the names of the 
appropnate assoCIatIOns ThIS will guarantee secunty and permanency of tenure 
for benefiClanes The MInIstry of Local Authonty and the local authontles 
themselves should regularlse temporary occupatIOn lIcenses held by MSEs for a 
longer tIme If they meet the necessary plannIng reqUIrements thIS wIll enable 
them to develop the plots and prevent harassment by law enforcement agencIes 

Interventlon 2 4 - Broaden Access to Fmance 

Lack of access to finance appears to be the most signIficant ImpedIment to the 
conduct of busIness by the MSE sector WhIle access to finance IS not pnmanly a 
regulatory Impediment, there are certaIn regulatory requIrements that aggravate 
the problem such as constraInts on the abIlIty of finanCIal InstitutIons other 
than banks to mobIlIse savIngs and take depOSIts for reInvestment 

A study should be conducted to Identify the constraInts that lImIt access to 
finance whether they are legal In nature arise through bankIng practIces, or 
whether they are In fact mIsconceptIOns The study should relate the constraInts 
to speCIfic types of finance reqUIred, such as workIng capItal venture capItal or 
long term loans The study should also IdentIfy and document lendIng constraInts 
of va no us types offinanClal InstItutIOns such as commerCIal banks, development 
finance InstItutIOns saVIngs and credit cooperatIve SOCIetIes and mIcro finance 
InstItutIOns Any mIsInfOrmatIOn about access to finance, IncludIng gender related 
constraInts should be highlIghted 
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Finally, the study should develop specific recommendations for the removal 
of the legal constraints, taking Into consideratIOn the necessity of malntammg 
the stability of the financial sector It should also recommend further action that 
should be taken to address those problems that are not legal In nature 

Interventlon 2 5 - ReVlew Labour Laws 

Labour regulatIOns, which mclude recrUitment and dismissal regulations, 
restrictIOns on employment of part time and temporary workers, and restrictIOns 
on pay rates, have a major Impact on the ability of a bUSiness to operate With 
fleXibility The ability of entrepreneurs to react to unexpected changes In the 
market IS a fundamental pillar of competitiveness, and IS partICularly Important 
to small compames because they do not enJoy many of the competitive advantages 
common to larger compames The redundancy proVISion, for example, constrains 
firms from adjusting to economic changes by restricting their autonomy In hmng 
and firing employees While large firms cite the restnctlOns on permanent 
redundancy as their mam problem With the labour laws, MSEs m general do not 
comply With these laws The need to comply therefore makes It costly for the 
MSE sector to graduate to higher levels 

The Employment Act (Cap 226) can be a hmdrance In other ways, as well, 
despite ItS intentIOn to protect workers' wage payment, work hours and general 
welfare According to the act, women cannot be employed In any Industry 
undertaking mlnmg or manual work ThiS IS often abused as a dlscrlmmatory 
action against women According to SeSSIOnal Paper No 2 of 1992 the clauses of 
the Employment Act that restrict access to employment by women In certam 
mdustnes other than for medical and environmental reasons were to be 
restructured However, no restructuring has been done to date The sections 
mandating or allOWing dlscnmmatlOn against employment of women In certain 
Industnes should be removed 

All employment related regulations should be reViewed to facilitate a more 
fleXible framework Within whICh bUSiness can operate more competlt1vely 

Interventlon 2 6 - ReVlew the Industnal Trammg Ad 

The Industnal Tramlng Act established a NatIOnal Industrial Training Council 
mandated to Improve the quality and effiCIency of the tralnmg of personnel 
engaged m Industry by means offundlng generated from annual training leVies 
payable by employers Currently however the levy does not appear to be workmg 
to the advantage ofMSEs The act reqUires employers to comply With stringent 
formailtles In order to take advantage of the scheme ThiS should be reViewed to 
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assess whether the formalItIes can be relaxed so that mICro and small enterprises 
are encouraged to partIcIpate m these trammg schemes 

The trammg system should be modernIsed for several reasons 

• It IS not flexIble enough to prepare the workforce, mcludmg mICro and small 
enterprises wIth the technical skIlls upgradmg reqUIred for new Jobs and 
technologIes as the structure of the economy changes Although there IS 
some excess trammg capacIty, there are many unsustamable technical trammg 
mstltutes espeCIally youth polytechmcs, that perpetuate low quahty trammg 

• Some mdustrlal trammg centres now offer evenmg courses for artIsans, but 
they are primarily Oriented to large and medIUm-scale mdustrles 

• The trade test system does not adequately reflect the new or emergmg skIlls 
and technologIes that are found m the MSE sector 

More relevant employer-based trammg should be mcorporated to faClhtate 
movmg skIll upgradmg closer to productIvIty and employment WhIle the 
mdustrlal trammg levy IS an Important private source offinancmg trammg m the 
various mdustrles, the levy system should be modernIsed m order to have an 
Impact on labour prodUCtiVIty, especIally m the MSE sector, where the greater 
percentage of Jobs IS bemg created 

The trade test system should also be assessed and an actIOn plan prepared to 
modernIse It The plan should mclude amendmg relevant legIslatIOn If necessary 
and formalIsmg MSE representatIOn on the Trammg CounCIl 

In fact the Government, through the Mmlstry of Research, has been workmg 
to develop a long-term natIOnal skIlls trammg strategy that would be more 
responsIve to productIve sector trammg needs The strategy would be based on 
assessment of the mdustrlal trammg levy scheme, evaluatIon of the trade test 
and certIficate system, and revIew of the policy for skIlls trammg 

Interventton 2 7 - Faclhtate the Operatlons of the Retall Sector 

Constramts on the operations of the retaIl sector mclude shop openmg hours 
and IIcensmg restrictIOns RetaIl bemg a predommant MSE actIVIty, should be 
faCIlItated as far as pOSSIble, and competItIOn wlthm the sector should be 
encouraged m the mterests of traders and consumers alIke In order to solve the 
problems m thIS area, actIOn should be taken to encourage lawful trade, whIle at 
the same tIme balancmg the mterests of the CIty at large, the formal busmess 
sector and the reSIdents of the CIty 

Most local authoritIes mcludmg NaIrobI have not been able to deal effectIvely 
wIth the mformal retaIl sector -I e , unlIcensed hawkers - due to the numbers 
mvolved as well as pohtlcal and SOCIal pressures that are often exerted Although 
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hawkmg appears to have potential as a lucrative busmess, most hawkers operate 
at a loss because of the many direct and mdlrect costs they mcur Some of the 
mdlrect costs are bribes to City askans and losses from either confiscated 
commodltles or those that perish If unsold A major problem affectmg hawkmg 
operations IS lack of licenses, another problem IS site of operatIOn The sites 
considered Illegal for hawkmg by City authorities are the very ones regarded as 
most appropriate by hawkers because of their proximity to potential customers 
ThiS conflict of mterest has resulted m runmng battles with hawkers, street traders 
and counCil askans 

It has been observed that street traders and hawkers are part of the urban 
environment and there IS no way planners can Ignore them It has also become 
clear that present operatmg by laws are by their design unable to accommodate 
the demands of mformal sector actiVities There IS therefore a conflict between 
the by-laws and the mformal sector operations 

It IS Imperative to come up with a workable solution to the problems m thiS 
area For retail bus mess, mcludmg hawkmg of all sorts, the operators need more 
assistance The Nee has proposed the mtroductlon of open-air markets that 
operate on given days and where hawkers and street traders can sell their wares 
without clalmmg ownership of the same In some countries It has been found 
helpful to close certam streets durmg certam hours to allow hawkers to operate 
there The Nee IS closely studymg thiS pOSSibility with a view to Identlfymg the 
streets where thiS can be practiced 

• 
• 
• 

• 

• 

A number of other approaches should be explored m the urban areas 

Usmg car parks and playgrounds as night markets 
Makmg use of temporarily vacant urban lots 
Asslgnmg traders to secondary streets m an orderly manner so as to mmlmlse 
the conflict of land 
Usmg or deslgnatmg some streets for hawkmg purposes by dlvertmg and 
closmg them to vehicular traffic at speCified hours 
Introducmg open air markets that operate on given days where hawkers and 
street traders can sell their wares without clalmmg ownership of the site 

Hawkers and street traders should organise themselves mto aSSOCiatIOns and 
cooperative societies so that they can express their opmlons as a group and be 
m a better position to help fellow hawkers with moral and finanClal support to 
start busmesses The pOSSibility of acqumng a block license type of busmess 
permit has been suggested by various stakeholder forums 
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Interventlon 2 8 - Slmpl1fy By-laws on Mlmmum Standards 

Any rules and standards that are to be contamed m legislation or by-laws should 
be confined to matters of public order, orderly tradmg, and minimum standards 
for public health, safety and the environment A thorough review should be carned 
out to establish 

• What standards eXist that pertam to health, safety and the environment 
• Whether those standards are currently enforced With respect to the small­

scale and mformal sector 
• Whether the standards are capable of bemg enforced by the appropnate 

Implementmg agencies 
• Whether the standards can be comphed With by the MSE sector, and are 

therefore sensible 

Standards m a1l these areas are high, but they are not adhered to by the MSE 
sector and are not umformly enforced The Government should mtroduce a 
programme of slmphfymg compliance standards so that the burden on busmess 
IS reduced Pendmg the mtroductIon of such a programme, and m order for the 
MSE sector to be given the opportunities to trade legitimately, appropnate 
mlmmum compliance standards relatmg to health, safety and the environment 
should be developed 

Further consultatIOns have been envisaged With the local authontles and 
relevant ministrIes to encourage the development of those standards 
Commitment to an overall reform programme m thiS area can be encouraged 
through the preparatIOn of the necessary papers for approval and by fol1owmg 
those approvals through the system 

Intervenbon 2 9 - Address Needs of Agncultural and Homcultural MSEs 

Problems ofagnculturahsts and horticuituralists relate to land and mfrastructural 
Issues as well as to cartage, haulage and IIcensmg Issues In addition, parastatals 
continue to dommate the sale and distrIbutIOn of many agrIcultural and 
horticultural products, and thus opportunities for competitIOn and creative 
mltIatlve are hmlted 

The Government should step up the review of vanous statutes regulatmg 
agrarIan mdustry to examme whether the current mechanisms for production, 
sale and dlstnbutlOn contmue to be effective, and to make recommendations for 
reform where approprIate Though proceedmg slowly, thiS exercise IS ongomg, 
and the first drafts have been Circulated to the relevant stakeholders for comment 
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and feedback For example the Ministry of Agriculture IS currently In the process 
of reviewing all acts and subSidiary legislatIOn that pertain to the operations of 
the agricultural sector with the intentIOn of puttmg them under one legal 
framework 

Interventlon 2 10 - ReVlew the SClence and Technology Act 

ThiS act estabhshes a council charged with determining priorities for and advlsmg 
Government on what activities It should be undertaking for Kenya's sCientific 
and technologICal advancement It appears that the counCIl has concerned Itself 
With the traditIOnal sCiences to the exclUSIOn of the technological skills 
development that would benefit the micro and small enterprise sector 

The act should be re exammed to ascertam whether thiS Issue IS Indeed a 
regulatory matter and If so whether amendments are appropriate In order to 
ensure that the counCil broaden ItS focus to mclude technological advancements 
that would enhance the MSE sector 

Interventlons 2 11 - ReVlew Restnctlons on ExportIng and ImportIng 

Notwlthstandmg recent hberahsatlOn of export restrictions exporters continue 
to face frustratmg delays and slgmficant difficulties These appear to be related 
to documentary and procedural compleXities assoCIated With the formal export 
incentive schemes and ImplementatIOn procedures In additIOn, delays arise 
from the necessity for pre-shipment inspectIOns and speCial commodity speCific 
export permits These constramts take on even greater Importance as Kenya 
faces the challenge of rising regional competition m both traditIOnal and non 
traditional export markets 

The Government should review current procedures to establish appropriate 
measures that Will enhance Kenya's pOSitIOn both regIOnally and mternatlOnally 

Interventlon 2 12 - Revlew Manufactunng and Product Regulatlons 

Regulations that lay down certam methods of manufacture and preSCribe product 
standards can Influence the extent to which enterprises can be mnovatlve That 
IS they affect producers ablhty to develop and explOit new products services 
and operatmg processes and to maximise operating effiCiency ThiS can be a 
serious constramt, as the ability of a busmess to Innovate IS essential to ItS 
developmg the capacity necessary to compete and achieve long term success 

Appropriate measures should be taken to determine whether bUSinesses m 
Kenya are constramed by product and process regulations that mhlblt mnovatlon 
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InterventlOn 2 13 - Open up the ConstructlOn and BUlldmg Industry 

The bUilding Industry has tradItIOnally been the pUrview of large constructIOn 
companies that are In a pOSItIOn to mobIlise sIgnificant resources In terms of 
machinery and personnel, and that have suffiCIent financIal backing to be seen 
to be readIly accountable In the event of negligence or faulty workmanshIp In 
ZImbabwe, Industry speCIfic regulatIOns effectIvely Imposed ceIlings on the sIze 
and value of work for whIch small scale constructIOn companies could tender, 
and compensatory affirmatIve actIon measures only served to mcrease the 
perceptIOn that mdlgenous constructIOn companies were not capable of 
competing on an equal footl11g WIth theIr large internatIOnal counterparts 

Measures should be taken to determine whether any such regulatIOns operate 
to constrain the growth of the blllldmg Industry In Kenya, If so appropnate 
changes should be made 

Interventlon 2 14 - Ease Constramts on Investment 

A country s Investment approval process IS crItIcal to ItS reputatIOn as a locatIon 
for busl11ess In Kenya the process frequently consumes unnecessary tIme and 
energy on the part of both the prospectIve I11vestor and the Government The 
Issue should be examined 111 depth and approprIate measures taken to Implement 
a more streamlmed and effiCIent approval process 

Interventlon 2 15 - Make the Transport Sector Efflclent, Economlcal and Safe 

The effiCIent and economIcal transport of both goods and the labour force IS 
fundamental to the operatl11g success of bUSiness Regulatory constral11ts on 
Kenya s transport sector Include stlfll11g restrIctIOns on the movement of goods 
On the other hand regulatIOns regarding passenger-carrYing bUSinesses are not 
enforced LICenses are strIctly controlled leadl11g to corruptIon and l11effiClent 
delivery of servIces For the passenger costs are too hIgh and safety standards 
are not observed 

RegulatIOns constraining the free movement of goods other than 111 the 
I11terests of safety should be removed Steps should be taken to Improve the 
effectIveness and effiCIency of mass transport to ensure that workers get to theIr 
Jobs safely and on tIme Government must take correctIve measures to address 
these problems 
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Interventlon 2 16 - Remove Statutory Gender Dlspantles 

Many eXlstmg statutes operate to unfairly disadvantage women m busmess Given 
the significant role that Kenyan women play m the economy, and m the MSE 
sector m particular and given GOK's commitment to ImplementatIOn of a policy 
of gender equality appropriate measures should be taken to review all regulations 
affectmg the ability of women to enter mto and remam m busmess 

Intervennon 2 17 - Revlew Industnal Estate Schemes 

These schemes formed parts of several early Initiatives but they faJled to achieve 
better access to workspace for the MSE sector The Issue should be exammed m 
depth to establish the reasons for the failure of the schemes, and whether any 
new Initiatives through legal reform could lead to Improved use of eXlstmg 
structures 

Interventlon 2 18 - Develop EffectlVe Informatlon Management and 
Dlssemmanon Mechamsms 

There IS need to develop a system for mformatlOn dlssemmatlOn among NGOs, 
Government departments the private sector and the busmess community A key 
element of such a system would be collaborative forums with other research 
groups relevant Government departments and internatIOnal development 
agencies to share progress on various actiVities m order to ensure complementarity 
on ongomg activities m the MSE sector InformatIOn dlssemmatlOn activities at 
the grassroots level should be conducted m collaboratIOn with organisations 
with a large representation of MSEs such as K REP K-MAP Kenya Small Traders 
and Enterpnses Society (KSTES), and the Kenya National Chamber of Commerce 
and Industry (KNCCI) among others 

To facilitate a network for sharing mformatlOn research findmgs and other 
promotIOnal services there IS need to boost awareness at all levels For example 
to ensure sustamablhty ofthe deregulatIOn process through ImplementatIOn of 
the solutIOns that have been developed It IS essential to transfer to both CIVJl 
servants and entrepreneurs the skills that are necessary to brmg about actual 
changes on the ground All players must be m a pOSitIOn to understand the changes 
that deregulatIOn IS expected to bring the benefits that will result and the way 
m whICh they will be expected to operate and perform their functions m the newly 
changed environment Law reform for example may remove cnmmal sanctions 
for non conformity with tradmg by laws but It wJlI not have an Impact on 
enforcement behavIOur until such time as police officers are educated on how to 

29 



MICRQ ANi} SMALL ENT£Rl'RtSES IN KENYA 

carry out theIr dutIes m the new envIronment Entrepreneurs wIll not be m a 
posItIon to mSlst on theIr nghts untIl they know about them and understand them 

FacllItatmg the ImplementatIOn of reform mvolves two dlstmct actIvItIes 

• mformatlOn dlssemmatlOn to entrepreneurs, and 
• educatlon/trammg of cIvIl servants and enforcement agenCIes 

A reqUIrement of the mformatlon dlssemmatlon exerCIse IS that It leads to 
changes m attItude Control must gIve way to facIlItatIOn, and changes to the 
system m the absence of mechal1lsms to foster attitude change wIll not achIeve 
this objectIve 

The educatIon process IS envisaged as bemg most effectIvely delIvered m the 
form of workshops, an ongomg semmar programme and comprehensIve medIa 
coverage with appropnate advertlsmg Appropnate measures should be taken 
to m011ltor the ImplementatIon of the agreed changes at the local authonty level 
A speCIfic m011ltorIng programme should be developed and foIlowed 

Interventlon 2 19 - Enact Speclflc MSE Leglslatlon 

Procedures and practIces reqUIred by Kenya's stlflmg legal and regulatory 
environment should be analysed smce m the past they have been IdentIfied as 
constltutmg ImplICIt cost to MSEs It IS necessary to explore the POSSibIlIty of 
enactmg an MSE Act, whIch should among other thmgs clearly define what MSEs 
are for the purpose of polIcy ImplementatIOn This wIll resolve the confllCtmg 
defil1ltlOn of MSEs among government departments and the prIvate sector 
Towards tIllS end, polIcy research should be carned out to establIsh the relevant 
provIsIons of the act for conSIderatIon by ParlIament 

ExperIence m other countrIes demonstrates that the mtroductlon of a legal 
framework to support the MSE sector has helped proVIde a conduCIve envIronment 
for the sector to flOUrIsh For example, mJapan, smaIl busmess polIcy IS extremely 
Important wIth government regardmg the promotIOn of the MSE sector as one 
ofthe most cost effectIve mterventlons to promote the development of the whole 
economy To put more weIght m the sector Japan came up wIth a baSIC Small 
Bus111ess Act "The Fundamental Law of Small MedIUm EnterprIses' ThIs IS a 
constItution for polIcy OrIentatIon toward small and medIum enterprIses that 
proVides a polIcy framework wlthm whIch other legislation could be mcluded 
The emphaSIS IS on elImmatmg the barners aSSOCIated With smallness" and m 
moderl1lsmg the sector ThIs IS an Idea that can be applIed 111 Kenya S111ce It wlII 
amount to posItIve 111terventlOn 111 favour of small bus111ess 

A SImilar scenarIO IS found 111 South AfrIca where the AfrIcan NatIOnal Congress 
government elected In 1994 placed a new emphaSIS on small bUSIness 
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development The government's approach culminated In the release of a WhIte 
Paper, NatIonal Strategy for the Development of Small BUSiness In South AfrIca" 
The WhIte Paper strongly emphaSIsed the establIshment of an enablIng regulatory 
envIronment for small firms ASIde from investing much tIme and many resources 
In establIshing a new InstItutIonal framework to support small bUSIness, a NatIonal 
Small BUSiness Act demonstrating government's commItment to the small bUSIness 
sector was passed by the South AfrIcan ParlIament at the end of 1996 ThIs 
legIslatIOn requIres all government departments to assess the Impact of eXIsting 
and proposed legIslatIon on small bUSIness 

Interventlon 2 20 - ReVlew and RepeaL Outdated Laws and By-Laws 

In a fast changing sOCIoeconomIC envIronment there IS need for SImple and 
adaptIve legal Instruments that can effectIvely respond to the needs of varIed 
economIc actIVItIes, IncludIng those of MSEs Most local authOrItIes expressed 
urgent need for the revIew and/or repeal of outdated laws and by-laws to 
accommodate MSE actIvItIes ThIS would stImulate addItIonal Investment from 
the sector Itself and be In harmony wIth the stated government polIcy of reVIeWIng 
the legal and regulatory framework that IS InImIcal to MSE actIVItIes IncludIng 
lIcenSIng arrangements that affect MSEs The study suggested that thIs can be 
done through a well coordInated regulatory framework and harmOnISIng laws 
governIng MSEs- for Instance the PublIc Health Act and the Local Government 
Act sectIons 148 and 163 Among other thIngs, the clause requIrIng full councIl 
meetings to pass resolutIOns should be elIminated In order to remove polItICal 
Interference In the regulatIOn of the MSE actIVItIes There IS also need to sensltlse 
MSEs on laws and by-laws to enhance complIance Moreover because some 
MSE actIVItIes are concentrated on a Single workslte, and the majorIty have formed 
regIstered assocIatIons/groups the pOSSIbIlItIes of provIding block lIcenses should 
be explored to ease the IIcensmg process and mInImISe corruptIOn and 
harassment 

The Attorney-General's office should speed up the work ofthe commIttees 
and task forces that have been establIshed to revIew laws and regulatIOns that 
inhIbit MSE operations 

Intervennon 2 21 - CLanfy the RoLe of Government and LocaL Authonnes 

The overall government polIcy IS no longer to be directly Involved In bUSiness 
but rather to faCIlItate proVISIon of an enabling envIronment SUItable for the 
development of the pnvate sector The potential role of Government In 

deregulatIon should be 
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• To promote the formulatIOn of an institutIOnal and policy framework for 
deregulatIOn In the country 

• To take the lead In coordinating ongoing mltlatlves 10 order to promote Jomt 
reform InitIatives and ImplementatIOn 

• To provIde a link/focal pomt for receIvmg revIewmg and overseemg the 
ImplementatIOn of law reform proposals and facIlitate approval of draftmg 
bIlls or new legIslatIOn 

It IS cruCial that Government continuously bridge the gap through technical 
assIstance relating to deregulatIOn In areas of mOnitoring the Impact of new 
legIslatIOn, and by mobiliSing the resources requIred to support the 
ImplementatIOn of deregulatIon programmes The pnvate sector, whIch IS 
serIously affected by the changmg legal reqUirements should assIst the 
Government 10 IdentIfymg the vanous constramts they face Both the private 
sector and Government should work together as far as pOSSible to dISSeminate 
information about legal reforms and attitudes ThIS would result 10 greater 
penetratIOn for the vanous government Initiatives The private sector should 
desIgn programmes to allow lobbymg for change wIth the goal to conduct 
advocacy actIVIties 

ThiS IS 10 line with what IS articulated In SessIOnal Paper No 2 of 1997 and 
the Eighth NatIOnal Development Plan (1997-2001) WhICh called for the publIc 
and private sectors to become "partners In progress Accordingly, the two should 
adopt a stakeholder particIpatIOn approach In the ImplementatIOn efforts 

Given theIr central role the mandate of the Attorney-General s office and 
the MinIstry of Planning should be to work wIth other stakeholders, In both 
government and pnvate sector, to carry out the necessary research on vanous 
Issues and recommendatIOns to develop recommendations for legal reforms 
and to assist wIth theIr ImplementatIOn 

Increased emphasIs on the promotIOn of the MSE sector will strain the lImited 
resources already proVided under the variOUS programmes A reVIew of the 
actIVItIes enVIsaged and the constraints MSEs face (e g , lack of work space lack 
of credit) reveals the need for a combinatIOn of finanCIal, physICal and human 
resources ThIS calls for Increased resource mobIlisatIOn 10 ways that will 
guarantee self-sustainability of actiVItIes 

Both technical and finanCIal resources are needed If the vanous IdentIfied 
actIVities are to be carned out The potentIal sources of funds are the donor 
community, private sector organisatIOns and IndIVidual MSE aSSOCIatIOns, and 
Government Resources are reqUired to support the In depth research necessary 
for the development of speCific recommendatIOns for legal reform and to ensure 
effective mformatIOn dissemmation to entrepreneurs, polIcy makers and 
enforcement agenCies 
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The particular Government mlnIstnes and other Institutions Involved In this 
area should demonstrate commitment to providIng an enablIng environment for 
busIness development by allocatIng finanCIal resources In their budget lInes The 
key actors In this area-MInistry of PlannIng, MInistry of Local Authontles 
MInistry of Health MInIstry ofLands AG s office-should JOIn forces with donors 
NGOs and other pnvate InstitutIOns to mobilIse resources This wIll best be 
achieved through sensltlsIng and awareness creatIOn 

The local authorIties should also mobilIse resources to educate their 
enforcement officers and the busIness communIty on the varIOUS Issues affectIng 
them The resources should be used to support other ongOIng InItiatives as well, 
such as reviewIng the varIOUS outdated by laws and streamlInIng the lIcensIng 
procedures 

Interventlon 2 22 - Involve Pnvate Sector, NGOs and Donors m the Polley 
Process 

The prIvate sector must be Involved In formulatIng and ImplementIng polICIes 
related to MSEs particularly In the area of ImproVIng the legal and regulatory 
environment for the growth of the MSE sector Here IS where the information 
disseminatIOn campaign to sensltlse NGOs prIvate sector publIc sector the busmess 
community and internatIOnal development agencies becomes cntiCally Important 

Organisations that are well represented among MSEs at the grassroots should 
use their networks to undertake the informatIOn disseminatIOn campaigns through 
workshops, posters brochures newsletters and mass media to educate their 
members and the business communIty at large Sensltlsatlon workshops for 
example could be used to strengthen both local and umbrella associations ThiS 
Will help them raise funds through registratIOn and subSCrIptIOn fees hence pool 
resources to support aSSOCIations that would help the groups to take up on-site 
training of their members and workshops to create legal awareness 

The Deregulation Section IS currently running a project funded by DFID that 
has a budget for about two more years These resources can go a long way In 

financing the In-depth research reqUIred and In disseminating informatIOn to 
varIOUS stakeholders Other ongoing projects that could contrIbute finanCIal 
assistance are the Kenya Local Government Reform Programme (KLGRP) funded 
by the World Bank and the Small Town Development Programme funded by 
Germany Both are Implemented by the Ministry of Local AuthorIties 

The technIcal expertise needed for the informatIOn campaigns can be drawn 
from the AG s office Ministry ofLocal Authontles Ministry ofLands MInistry of 
Health the Deregulation Section of the MInistry of Planning and NatIonal 
Development local authontles and other relevant government departments 
OutSide consultants can be Identified where necessary 
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CHAPTER THREE 

Credit and Finance 
Henry Oketch 

Kenya's commercial banking Industry which accounts for almost 10 percent 
of the country s gross domestIC product (GDP). remainS largely obliVIOUS to 

the credit needs of the emergent micro and small-scale enterprise (MSE) sector 
This IS despite the MSE sector s size dynamism. and contributIOn to employment 
and Incomes The banks' attitude IS not limited to Kenya. lack of access to bank 
credit IS cited by MSEs around the world as one of the biggest constraints to 
their growth The Government of Kenya In 1992 made policy proposals and 
recommendatIOns to open up Kenya s bankIng Industry as well as non-bank 
financial institutIOns and non-government orgamsatlons (NGOs) to MSEs 

Indeed the overall aim of the policy recommendations made In Sessional 
Paper No 2 of 1992 was to create an environment for sustaInable institutIOns 
and approaches to MSE finanCing as a market for mainstream finanCIal institutIOns 
The Government was also concerned With the InstitutIOnal practices and attitudes 
of bank officials who deal With the MSE sector This chapter reviews the 
background of MSE finanCing In Kenya assesses the Implementation of policy 
directions and makes suggestions for a variety of ways to achieve the policy 
objective of proVidIng finance to this dynamIC component of the economy 

Budding sustainable financial servIces systems for poor men and women ts of 
cotlcal mterest from three perspectIves first, from the pomt of View of financial sector 
development, peopJe who have not been integrated mto the furmal financtal sector 
because of low Incomes, gender, ethmc Identity or remote location often represent a 
large and patennally profitable market for inStitutIOns that can develop ways to reduce 
the costs and nsks ofservmg them Second, from the standpomt of enterpnse formabon 
and growth. the avadabllny of stable sources offundmg and depoSIt setvlces contnbutes 
to successful start up and operations of mIcro and small enterpnses TIurd, from the 
perspectIve of poverty redUction, access to reliable, monetrsed savmgs faCIlities can 
help the poor smooth consumptlOn over periods of cycbcal or unexpected cnses, thus 
greatly Improvmg their economlC secunty Once some degree of economIc security 15 

attamed, access to credit can help them move out of poverty by tmprovmg the 
productiVIty of theU" enterprises or creaung new sources of ltvehhood.1 

'Bennett Land E Carlos Cuevas Sustamable banking WIth the poor Journal of internatIOnal 
Development vol 8 no 2 145-152 1996 
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MSE CREDIT PROGRAMMES IN KENYA 

W Ith the exceptIOn of a few speCIal credIt arrangements often funded by 
donors or Government most formal financIal II1stltutlOns 111 Kenya do not 

knowll1gly make loans to the small scale and Jua kall sector Though they would 
never say so they seem to believe that If you must lend to these busll1esses, you 
would be better off Just glVll1g the money away as charIty ThIs would 111 theIr 
calculatIOn, ellmll1ate the need to meet overhead costs The attItude of the banks 
to the perceIved nsk of the micro finance market IS unfortunately Ignorant ofthe 
economIC potentIal of MSEs Most often the banks forget to take II1tO account 
the sOCIal and economIC rewards of dOll1g busll1ess with the MSE sector 

HIstorIcally the provIsion of loans to the II1formal sector 111 Kenya, whether 
by banks or NGOs has consisted of an assortment of pilot projects and II1novatlve 
Ideas After 20 years of experImentatIon lendll1g to the MSE sector IS begll1nll1g 
to evolve II1tO a new financlalll1dustry, one that bUIlds on successful prinCIples 
experIences and best practices from both commercial finance and grassroots­
based development II1stltutlOns 

The NatIOnal CounCIl of Churches of Kenya 111 partnership wIth USAID/Kenya 
pIOneered 111 makll1g MSE loans 111 1975 startll1g wIth a loan capital ofUS$1 a 000 
under ItS Small Scale Busll1ess EnterprIses project In September 1980 the status 
of the project was upgraded wIth a further fundll1g ofUS$275 000 from USAID 
There was some lendll1g by other NGOs dUring this period as well, but It was not 
until 1985 wIth the advent of the Kenya Rural EnterprIse Programme (K REP) 
also financed by USAID that any comprehensIve approach to MSE credIt emerged 
In the Il1Itlal perIod the efforts of these NGOs mImIcked the paradigm so popular 
with development finance II1stltutlOns (DFls) 111 the 1970s, and until the 1980s 
none of the commercial banks had a credit programme specifically for MSE 

activities In fact, banks had reached Just 3 percent of the 10 8 percent of the 
SurVIVll1g MSE busll1esses (enumerated 111 a natIOnal survey 111 mid 1995) that had 
accessed credit of one sort or another Indeed, II1formal savll1gs and credit sOCieties 
and fnends and relatives supply the bulk of credit (69 1 percent) to these 
enterprIses 

Why Busmesses Need Credlt 

The PengLl111 DlctlOnGl y of EconomICs (1972) Identifies three types of credit (1) 
consumer credit which IS credit extended formally or II1formally by shopkeepers 

finance houses and others to the ordll1ary public for the purchase of consumer 
goods (2) trade credit which IS credit extended by matenal suppliers to 
manufacturers or by manufacturers to wholesalers or retailers and (3) bank credit 
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whICh consists of loans and overdrafts to a bank's customers A fourth type of 
credit (whICh IS not discussed In the Penguin DictIOnary) customer credit IS very 
widespread In manufacturing and Involves an advance payment by a customer 
for goods or services to be delivered at a later date 

Finance on the other hand IS defined In the PengUIn DictIOnary as the provIsion 
of money when and where reqUIred It may be short term medIUm term or long 
term Like credit finance may be reqUIred for consumptIOn or Investment and 
all the relationships described under credit are equally applicable 

Lastly reference to finanCIal institutIOns or intermediaries would mean 
institutIOns that hold money balances of or that borrow from, individuals and 
other institutions In order to make loans or other Investments ThiS last pOint IS 
Important because In finanCIal intermediation credit and savings are different 
Sides of the same COin 

Credit or finance (used Interchangeably In thiS chapter) enables a producer 
to bndge the gap between the production and sale of goods and permits 
consumers to purchase goods out offuture Income While credit and finance on 
their own do not create economic opportumtles they provide people and 
bUSinesses With the capacity to explOit such opportumtles whenever and wherever 
they occur For MSE owner managers access to credit and finance at a critical 
moment can obViate the need to draw down Inventones or capItal from the 
enterprise to deal With Immediate finanCIal needs Access to credit and finance 
removes the pressures Imposed by sudden and unexpected demands for cash on 
the enterprISe and gives an Investor some degree of freedom In deCIding the 
most optimal timing for when and at what price to offer goods or servICes to the 
market Access to credit and finance also provides an opportumty to an Investor 
to acqUire more assets now than IS possible from the current resources against 
expected future Income FinanCIal servICes help people meet theIr household 
and bUSiness goals 

Kenya's Sources of Fmance and Credlt 

Kenya has a large and growing finanCIal servICes sector contributing In 1997 
almost 10 percent of the gross domestIC product (GDP) In March 1998 there 
were 17 different types offinanClal institutIOns operating In Kenya Among these 
were 53 commefCIal banks, 16 non-bank finanCial institutIOns 57 hire purchase 
compames 4 merchant banks 39 Insurance compames 12 Investment adVisory 
firms 20 seCUrities and eqUities brokerage firms a stock exchange a capital 
markets authonty 40 foreign exchange bureaus a social secunty system, 
numerous pension plans 4 building SOCIeties, 2 mortgage finance companies 10 
development finance institutIOns a postal savings bank and 2 670 savings and 
credit cooperatIve SOCIeties 
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The sector has been able to mobIlise deposIts and extend credIt to both the 
public and prIvate sector But, the sector has not been very effectIve m mobllIsmg 
savmgs as the share of domestIc savmgs held as finanCIal assets IS reported m 
January 1998 at 25 percent of the gross domestIc product (Table 3 1) 

Table 3 1 Savmgs mobilisatIOn m Kenya 1994-1997 

Measure 
Advances/deposits ratio 

Domestic savings (as a percent of GOP) 

1994 

64 
181 

1995 

79 

139 

1996 

76 
159 

1997 

144 

Sources Government of Kenya EconomIc Sw vey 199'7 Central Bank of Kenya Monthly EconomIC 

Review April 1998 

There has been a steady growth oftotallendmg by commercIal banks (Table 
2 2) The annual growth rates In lendmg to the prIvate sector for example 
averaged 9 percent m 1981-1984 and 15 percent m 1985-1989, and finally 
mcreased to 21 percent m 1990-1991 At the end of 1997 the entIre sector had 
Ksh209 bIllion m loans and advances 

Table 32 Totallendmg by commercial banks 111 Kenya 1993-1997 

Year 1993 1994 1995 1996 1997 
Total credit 1535 billIon 2042 bIllIon 2495 billIon 272 5 bIllIon 3154 billIon 

Sow ce Government of Kenya EconomIc Sur vey 1997 

The total assets of the bankmg sector at the end of 1998 were reported to be 
Ksh409 8 bIllion by the Central Bank But over 60 percent of the assets are 
concentrated m Just 7 of the 53 banks and 16 non-bank finanCIal mstltutlons 
Total domestIc deposIts WIth banks and non bank finanCIal mstltutlons at end 
January 1998 stood at Ksh271 3 bIllion The largest four of the banks control 81 
percent of the deposIts 

The combined assets of the bankmg sector generated a profit of Ksh 15 8 
bIllion m 1997 whIch IS about 10 2 percent more than m 1996 Just as WIth 
deposIts and assets 75 pel cent of the profits made by the mdustry m 1997 were 
shared among Just 5 of the 53 banks 

At the end of 1996 the 2 670 savmgs and credIt cooperatIves had an outreach 
of 1 158 139 members and over Ksh23 6 bIllIon m assets Members' reserves 
loans and shares at the end of the perIod were Ksh619 8 bIllIon Ksh 19 5 bIllion 
and Ksh23 2 bIllIon respectIvely It IS estImated that 20 percent ofthe outstandmg 
loan portfolIo (about Ksh3 9 bIllion) had been dIsbursed to the MSE sector 
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Credlt to the MSE Sector 

Of the 17 dIfferent types of finanCIal lOstltutlOns operatlOg 10 the finance sector 
10 Kenya today only four are actIve 10 financlOg MSE actIvItIes Promment among 
these are the savlOgs and credIt cooperatIve organIsatIOns (SACCOs) NGOs, and 
lOformal assoCIatIOns, such as merry-go-rounds partIcularly In the rural areas 

The successful transformatIOn of the finanCIal actIVItIes of PROD EM an NGO 
In BolIVIa, lOto BancoSol has demonstrated the potentIal of the many financIal 
NGOs In Kenya for becomlOg regulated financIal lOstltutlons In Kenya K-REP 
decIded 10 1994 to create a mIcro finance bank after realIsIng that as an NGO, It 
lacked the capaCIty to serve as an effectIve financIal IntermedIary Most of the 
NGOs who are more commItted to servmg the MSE sector wIth credIt than banks 
have lImIted outreach and growth potentIal because of theIr lImIted financIal 
resources many depend on a slOgle source of grants, and few have the systems 
and organIsatIOnal structure to support a larger organIsatIOn 

Not surprISingly recent studIes 10 the country show that lack of credIt and 
finance, whether for workmg capItal fixed capItal or other type IS a major 
constramt to 32 7 percent of firms m the MSE sector 2 In fact, most MSEs rely 
prImarIly or exclUSIvely on own savings and reInvested profits for theIr busmess 
finance That these may not be suffiCIent IS mdICated by the fact that lack of 
credIt and finance to effectIvely manage cash flows accounts for 30 1 percent of 
dead small-scale and Jua kall busmesses 3 ThIS has to be conSIdered agamst a 
total volume of credIt mternally generated In the sector ofKsh9 3 bIllIon m 1995, 
whIle the net asset value of mvestments m the sector m the same year was Ksh50 9 
bIllIon These estImates are very close to the recently documented share of the 
MSE sector of between 12 percent and 14 percent of Kenya's GOP 

Moreover, the lack of access to credIt IS reported m many studIes to account 
for excess capacItIes m MSE firms EstImates of excess capacIty resultmg from 
capItal shortage range from 18 percent to 42 percent and sometImes can be as 
hIgh as 58 percent Indeed, eVIdence from MSE surveys m the country mdlcates 
that enterprIses that have accessed credIt as well as other mputs have survIved 
longer and m addItIon were able to expand more than those wIthout access 
These studIes also show a posItIve relatIOnshIp between an enterprIse s access 
to credIt and the level of net mcome m the enterprIse Self-financed firms generally 
start smaller than do those that start up wIth external finanCing and both medIUm 
and fast growth firms are characterIsed by relatIvely hIgh mCldence of commercIal 

2Damels L 0 D C Mead and J M Musmga Employment and Income III MICro and Small Enterpnses III 
Kenya Results of a 1995 Survey GeminI Techmcal Paper No 92 Bethesda Maryland USA GEMINI 1995 
3Mead D C and C Lledholm The dynamICs of mIcro and small enterpnses m developmg 
countnes World Development vol 26 no 1 Uanuary) 61-74 1997 
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Some Approaches to Micro Credit InstItutions 

[n Uganda, CERUDEB has reached over 77,000 customers and makes on average 
1,000 loans per month to Investors In the Ugandan M5E sector In Uganda Some 
90 percent of Its loans are made wIth the savmgs mobilIzed from Its customers 
{total deposits In excess of Ush11 7 bl1hon Another bank 10 Uganda, the 
Cooperative Bank of Uganda opened a mICro finance agency outside one of the 
bIggest markets m Uganda and was able to mobdlze US$121 ,800 worth of savings 
from 2,000 customers wlthm two months The Family Fmance BUlldmg Society 
III Kenya IS the only example ofa pnvate for-profit bank that has 85 percent of Its 

portfolio with mtcro loans 
And tn BohvJa, BancoSol grew out of a successful micro lendmg programme 

founded In 1983 by PRODEM, a Bolivian NGO, to alleViate the difficulties faced 
by small enterpnses Only set up to January 1992 

BancoSol had already served OVer 65,000 customers With a portfoho ofUS$32 6 
mtillon by 1994 In addItIOn to the borrowers BancoSol has attracted 30,000 
savers BancoSol loans are granted on the basts of sohdanty guarantees The 
loans are granted wu:h a nU\1Imum of paperwork and formaltty, but repayment IS 

better than 99 percent, even though the real annual mterest rate IS about 31 
percent 

Further to the east, the Bank Rakyat IncloneSla (BRI) started commercialIzation 
of micro finance III 1984 through Its umt desas (vIllage banks) As a result of 
innovatIOns m savings and credit Instruments now known as Kupedes It has 
reached over 2 6 mllhon borrowers With a total loan outstanding ofUS$l 9 billion 
In 1986 It Introduced a new savings mstrument, now known as srmpedes (vtllage 
savmgs), that had attracted 19 million savers by March 1998 And the bank has 
been profitable every year from 1986 through 1997, With the profits In 1997 
reaching U5$173 mllhon The profitabilIty of the micro finance operations 
guarantees that the BRI will contmue provJdlng servIces to the lOW-income sector 
of the Indone~aan economy Another prIvate bank In rndonesfa, the Bank Dagang 
Balt IS running a profitable bankmg relatIOnshIp With a portfolio that IS 83 percent 
micro finance 

bank start up finanCing 
Fewer of the very small enterprises have accessed credit than relatively larger 

ones For Instance while about half of the MSE Within the 6-10 worker size 
range have accessed credit In the past, thiS compares With under 20 percent of 
those Within the 1-2 worker range Education level IS another factor almost 40 
percent of the entrepreneurs With high school or university educatIOn have 
accessed credit In the past, compared With 24 percent of their counterparts With 
up to four years of educatIOn 
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As the country becomes more aware ofthe contributIOn of the MSE andJua 
kalr sector to the GOP on the one hand and the constraints to the sector on the 
other hand new instItutIOns are emerging to supply some of the mIssing Inputs 
The bIggest Impact of SeSSIOnal Paper No 1 of 1986 and SeSSIonal Paper No 2 of 
1992 IS to Increase the awareness of the general publIc of the un explOIted potentIal 
ofthe MSE sector Out of the 105 instItutIons reported to be supporting SSJKE In 
one way or another In May 1995 75 were Involved In credIt and finance Most of 
these were attracted to the sector after the publIcatIon of the two seSSIonal 
papers 

REVIEW OF SESSIONAL PAPER NO 2 OF 1992 

The polIcy framework In SeSSIonal Paper No 2 of 1992 IdentIfied a number of 
factors constraining access to credIt by small-scale enterprise clIents Leading 

among them were lack of experIence of borrowers WIth credIt instItutIOns 
reluctance by formal finanCIal InstItutIons to lend to small enterprIses and 
regulatIons that lImIted the funds avaIlable for loaning Other obstacles Included 
strIngent collateral reqlllrements whIch make access to credIt and finance by 
small scale and Jua kalt customers dIfficult low volume of loanable funds hIgh 
Interest rates and hIgh adminIstratIve overheads relatIve to the sIze ofloans 

The polIcy framework recommended a number of strategIes to Improve access 
to credIt by small scale enterprIses One of the proposed Ideas was to create an 
InCentIve system to promote lendIng to small enterprISes by commercIal banks 
through deregulatIon whIch would allow banks to charge competItIve Interest 
rates Other proposals were to allow commerCIal banks to charge a reasonable 
fee on small enterprise loans to cover theIr admInIstratIve costs and to allow 
banks and finanCIal InstItutIons to charge fees for adVIsory servICes rendered 
before and after provIding loans to small enterprises 

RedUCing Government borroWing levels from local finanCIal InstItutIOns and 
relaXing lIqUIdIty reqUIrements by Central Bank to allow for more credIt expanSIon 
were also proposed to Increase the supply of credIt to the MSE sector It was 
suggested that the IndustrIal TraIning Act be amended so that banks and other 
finanCIal instItutIons can also claIm expenses assocIated WIth proVIdIng theIr 
small scale enterprise clIents WIth bUSiness adVIsory servICes as well as trainIng 
and developing mechal1lsms to dIrect credIt to small enterprIses 

The policy framework also proposed a strategy for developing innovatIve 
and dIverSIfied programmes and schemes for attractIng fundmg for speCIal target 
groups The Agenda for Em ly ActIOn recommended that the Mmlstry of Planl1lng 
and NatIonal Development the Mmlstry of Finance the Central Bank of Kenya 
non government orgal1lSatlons, and donors should develop InnovatIve and 
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diversified programmes and schemes to attract fundmg for speCial target groups 
The Agenda also encouraged banks, development finance mstltutlons (DFls), 
NGOs, non bank financial mstltutlons and trade assoCIatIOns to develop a wider 
variety of credit guarantee schemes espeCially for speCial groups such as 
professionals, women, artisans, retirees and others 

Specific programmes recommended for Implementation m the Sessional Paper 
mcluded 

• Establishment of a credit-reference bureau 
• Establishment of credit guarantee schemes 
• Establishment of a College of Bankmg and Fmance 
• Establishment of an export credit guarantee mechanism 
• Establishment of a venture capital mstltutlon 
• Creation of a forum through whICh the Central Bank and DFls could debate 

and recommend appropriate changes m bankmg regulations 
• Design and mtroductlOn of courses appropriate to understandmg of and 

lendmg to small enterprises 
• Undertakmg speCial studies to mvestlgate the structure of risks associated 

With lendmg to the small enterprise sector 

Among the mstltutlOns Identified as Important agents m the delivery of credit 
and finance to MSEs were commercial banks, semi-formal finanCial mstltutlOns 
such as K REP and K-MAP, other NGOs such as the Kenya Women Fmance Trust 
(KWFT), and commul1lty based orgal1lsatlons and trade associatIOns Suggested 
government orgal1lsatlOns mcluded the Central Bank of Kenya and Ime mmlstrIes 
(Fmance, Planl1lng and NatIOnal Development, Industry and Commerce Home 
Affairs Culture and SOCial Services and Local Government), and parastatals such 
as the Industrial and CommerCial Development Corporation (ICDC) and Kenya 
Industrial Estates (KIE) Ul1lVersltles, polytechniCS, techl1lcal schools and donor 
agencies such as the United NatIOns Development Programme (UNDP) and the 
Dal1lsh InternatIOnal Development Agency (DANIDA) were also cited as Important 
players 

To address the constramts constituted by strict requirements of collateral 
the Central Bank m collaboration With commercIal banks and finanCial mstltutlOns 
was to review the lendmg regulatIOns and procedures to make the reqUirements 
more flexible and responsive to the credit needs of small enterpnses Credit 
schemes targetmg special groups were to be encouraged by urgmg commercIal 
banks and other finanCial mstltutlons to make loans for small enterprises on the 
baSIS of the character of entrepreneurs and the profitability ofmtended projects 
mstead of the traditIOnal collateral Bankmg regulatIOns were to be changed to 
allow development finance mstltutlons to accept depOSits from the public 
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Despite the recognised constraints to access to credit by micro and small 
enterpnses provIsion of credit to the sector IS still limited due to the following factors 

• 
• 

• 
• 
• 
• 

Stringent collateral reqUirements which make access difficult 
Low volumes ofloanable funds and limited information on providers of credit 
and finance 
Inappropnate assessment ofbenefiCianes 
High Interest rates and expensive services relative to size of loans 
High levels of bad and doubtful debts In the banking sector 
Lack of bUSiness support servICes 

The extent to whICh finanCial institutIOns and NGOs have established bUSiness 
relationships With the MSE sector Since the publIcatIOn of Sessional Paper No 2 
of 1992 IS not yet properly documented Because of thiS It IS difficult to estimate 
the volume of credit to the sector The problem IS In fact compounded by lack of 
informatIOn about demand for credit by the sector at the time of publicatIOn of 
the SessIOnal Paper 

Nonetheless the Office of the VICe President and Ministry of Planning and 
National Development, With support from the Bntlsh Government (Department 
for InternatIOnal Development, DFID formerly Overseas Development 
AdministratIOn) carned out a national survey of institutIOns and projects Involved 
In the development of the MSE sector 4 The study Identified 16 pnvate sector 
organisatIOns 15 Government ministrIes parastatals and agencies 50 NGOs 
and 11 bilateral and multilateral donor organisations Fifty of these were Involved 
In the proVISion of credit for the MSE sector among them were two commercial 
banks Barclays Bank and Kenya Commeroal Bank A year later With support 
from USAID/Kenya K REP established that 28 of the 41 institutIOns participating 
In the study had disbursed 2 300 loans In 1990 7 313 In 1991 and 8 063 In 1992 
The total amounts disbursed In these years by the reporting institutIOns were 
Ksh 115 6 million In 1990 Ksh210 8 million In 1991 and Ksh240 7 mIllion In 1992 

A subsequent update of the Inventory by K-REP In 1995 5 With the support of 
DFID (then the ODA) showed that a total of 54 403 loans worth some Ksh847 2 
mIllIon had been disbursed between 1990 and 1994 by the institutIOns 
partICipating In the study (Tim amount did not Include loans made by Small 
Enterpnse Finance Company (SEFCO) KIE and the two commefCIal banks but 
the Increase In the total amount disbursed If these are added IS unlIkely to exceed 
Ksh 1 2 bIllIon) Most of the four year totals (Ksh354 1 mIllion) were disbursed In 

4K REP Inventory of Projects and Programmes for Small and Jua Kalt Enterprrse Development rn Kenya 
NaIrobI Kenya Rural Enterprise Programme 1993 
SOketch H 0 A Abaga and D Kulundu Demand and Supply of MICro and Small Enterprrse Frnance rn 
Kenya NaIrobI K REP (ODA Project no MIS 031 540019 A W 002) 1995 
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1994 alone, mdlcatmg a bIg mcrease 10 the volume of credIt flOWIng to the MSE 
sector after the publIcatIon of the SessIonal Paper 10 1992 

The demand for credIt and finance by MSEs In 1995 was estImated by the 
DFID funded study at Ksh4 5 bIllIon agaInst a total estimated supply of nearly 
Ksh 1 bIllIon WhIle there are numerous and vaned InstItutIons Involved In the 
delIvery of credIt to the MSE sector, the capaCIty to delIver credIt In volume and 
effectIvely (I e , on terms that meet MSE requIrements and wIth respect to 
successful recovery of loans) lIes wIth a handful of organIsatIOns The eXIstIng 
financIal markets wIll remaIn InacceSSIble to the MSE sector unless addItIonal 
funds are made avaIlable to those organIsatIOns 

Today bank credIt IS stIli perceIved as the number one lImItIng factor In 
bUSIness expansIOn and development of the MSE sector, baSIcally because of 
non prIce barrIers Imposed on access to credIt These barrIers contInue to restrIct 
access to credIt by MSE firms despIte the hberalIsatlOn ofthe financIal sector 

IMPLEMENTATION STATUS OF CREDIT PROVISIONS OF SESSIONAL 
PAPER NO 2 OF 1992 

The follOWIng dISCUSSIon of the ImplementatIon status of the SessIOnal Paper 
No 2 of 1992 IS clustered by category of proposed InItIatIves 

• 
• 
• 

SpecIfic schemes and programmes 
PolIcy dIrectIons 
StrategIes 

Generally It IS In the area of specIfic schemes and programmes where the 
SessIOnal Paper has been most successful Among other thIngs, the number of 
credIt programmes and InstItutIOns fOCUSIng on the MSE sector has multIplIed, a 
credIt reference bureau has been establIshed, and the College of BankIng and 
FInance IS operatIonal 

Speclflc Schemes and Programmes 

The Government of Kenya proposed 111 SeSSIOnal Paper No 2 of 1992 to mobIlIse 
commerCIal banks and other Interested partIes to buy shares In a broad based 
natIOnal credIt guarantee corporatIon It further outlIned ItS II1tentlOn to IntenSIfy 
ItS effort to mobIlIse or attract soft foreIgn loans for on lendIng to publIc and 
prIvate InstItutIOns for lendIng to the MSE sector The Government also proposed 
to absorb the foreIgn exchange nsks assocIated WIth external borroWIng so as to 
stImulate the flow of funds to the MSE sector 
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From observation and based on the number of multilateral and bilateral 
organisations now fundmg NGOs and other micro finance mstltutlOns dealing 
With the MSE sector, there IS eVidence that these proposals have been positIVe m 
generating loan funds for the sector However the Government IS yet to mobilise 
commercIal banks and other private mvestors to create a broad-based natIOnal 
credit guarantee corporatIOn The Idea of establIshmg an export guarantee 
msurance scheme or an export credit fund for MSE products also remams Just an 
Idea 

Not surpnsIngly the maJonty of institutIOnal credit provided to MSE 
mvestments m Kenya stili comes from NGOs rather than banks The contmued 
lack of mterest of banks m smaller clients can be explamed by their collateral­
based methodologies, perceptions of high risks, costs of small transactions and 
strong competing incentives for lending to the public sector Increased 
competition m bankmg has generally not been sufficient to overcome these 
obstacles and stimulate banks to aggressively seek new smaller clients 

The College of Banking and Fmance has been set up and a series of relevant 
courses are offered to commercIal bankmg staffm collaboration With the Cranfield 
School of Management The college trams credit officers m appraisal and 
superVISion of term loans to MSE Investments, but the Impact of this traInmg IS 
lost wlthm the eXlstmg bankmg culture DISCUSSIOns With some banking staff 
who have attended the courses show that It mdeed has changed their attitude 
towards the MSE sector Followmg two successful study tours organised by the 
college for nme directors and senior managers of the bankmg mdustry to 
Indonesia (m 1993) and BoliVia and MeXICO (m 1994), the Standard Chartered 
Bank established a speCial MSE lendmg Unit (phased out dUring reorganisatIOn m 
1994) and assigned staff at ItS branches to handle mICro loans The collapsed 
Kenya Finance Bank redefined ItS niche market, trained all ItS employees In line 
of this VISion and launched services for the MSE sector However very few banking 
staff have attended-only 12 from the Kenya Commercial Bank smce the course 
was started In 1992 and a Similar number from Barclays Bank Other banks­
mcludIng the Central Bank Itself-have not sent their stafffor speCialised training 
on micro finance 

While the Idea of mtroducmg study tours and appropriate training for banking 
staff and senior managers IS good, and the effort so far made by the College of 
Bankmg and Finance IS commendable, the poor partiCipatIOn of banks m training 
their staff can be explained by their lack of mterest In dOing bUSiness With the 
MSE sector m the first place 

PartiCipants m the courses offered by the College of Bankmg and Finance on 
finanCing MSE actiVities acknowledge that they are few and operate Within a 
different culture In their banks from what IS Implied In the training Furthermore, 
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the Central Bank IS yet to force the cUrriculum on financmg MSE bus messes mto 
the mternal trammg programmes of the commercial banks as proposed m 
SessIOnal Paper No 2 of 1992 The paper did not address the Issue of fundmg 
specialIsed courses on financmg MSEs, and this might explam the lImited Impact 
of the recommendatIOn Should the CUrriculum be Imposed It could significantly 
affect the attitude ofbankmg staff, as demonstrated by a study tour organised by 
K REP for senior Central Bank managers to BancoSol m BolIvia In 1995 And as 
noted above a sImIlar study tour organised by the College of Banking and Fmance 
m early 1993 led to the establIshment of a specIal MSE loans programme at the 
Standard Chartered Bank 

Comments by Bankmg Staff PartlcipatlOg 1n MSE Courses 
at College of BanklOg and Fmance 

• ''It IS difficult to change the mstltutlon " 
• "The operatmg enVIronment IS very different from what IS taught at 

the College, banks cannot change overmght .. 
• ''It has been dlfficuit for us to practlce what we have learned or to 

mtroduce major changes 111 how we deal with demand for MSE loans ., 

An export credIt guarantee/export credIt fund for MSE products has not been 
establIshed as recommended m the SessIonal Paper, but It has a very lImIted 
chance ofwldemng access to credIt for the MSE sector Government and donors 
have used guarantee funds as a mechanism to dIrect credIt to the financIal market 
segments Ignored by mamstream financIal mstltutlons smce the late 1970s Many 
guarantee funds usmg lI1dlvldual, pOltfoll~ or lI1telll1edlGlY models have been 
estabItshed to dIrect credIt to the MSE sector Under the Rural PrIvate EnterprIse 
Fund, USAID/Kenya allocated funds m 1984 and 1987 to Barclays Bank and the 
Kenya Commerctal Bank to on-lend to firms m the MSE sector WIth very lImIted 
Impact on numbers and sustamablltty More recently DFID collaborated WIth the 
Kenya Women Fmance Trust to establtsh a guarantee fund for women owner­
managers of MSE actIvItIes And the CooperatIve Bank of Kenya workmg In 
partnershIp WIth K MAP, has Just launched a guarantee fund for MSE owner­
managers WIth trammg Imks WIth K MAP The Impact of these recent Imtlatlves 
IS yet to be assessed but credIt guarantee schemes tested m the past have achIeved 
only margmal results In terms of outreach to the MSE sector and financIal or 
I11stltutlOnal sustal11ablltty 

The proposal to encourage commerCIal banks to get Involved In lending to 
the sector has sImIlarly run mto a blank wall Many banks are reluctant and stIli 
depend on external financmg to run theIr speCIal Windows of credIt for the MSE 
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sector Furthermore, banks have little motivatIOn to screen their borrowers and 
recover their loans under loan guarantee funds, which contmues to result m high 
default rates and persistent de capitalisation None of the loan guarantee funds 
established with commercIal banks smce 1977 can be traced today 

At the same time, special credit programmes, such as the Rural PrIvate 
EnterprIse Fund and the JOint Loans Board, continue to be managed 
unprofeSSionally, which results m low repayment rates and subsequent collapse 
of the programmes The few commercIal banks that have MSE programmes stili 
service the sector more as a result of a donor or Government mltIatlve or as a 
public relatIOns exerCise than because they see the sector as a potentially viable 
market 

In sum, loan guarantee funds have persistently vanished after their target 
penod, have reached very few MSE clients and have tended to benefit banks 
more than the MSE sector for which they are mtended With the exception of the 
KWFT loan guarantee arrangement with Barclays Bank most have operated with 
substantial guarantee funds thus elimmatmg all rIsks to the banks 

The oldest Government-sponsored credit programme thejomt Loans Board 
Scheme OLBS) continues to be heaVily subSidised by the Government It charges 
65 percent for ItS loans In the 1990/91 finanCial year, the jLBS received Ksh4 
million In direct subSidies from the Government, with a matching amount from 
local authontIes 

Polley DuectlVes 

Around the world NGOs that have traditionally funded their lending operations 
with external (usually donated) capital are transforming Into regulated financial 
Intermedlanes In order to access depOSits from the public and capital markets 
The first one to do so In Kenya the K-REP Bank Ltd, Will unfortunately find Itself 
operatmg m a difficult environment as the regulatIOns In force do not recognise 
the Unique elements of micro finance lendmg 

The dilemma faCing pioneers like K REP IS that the eXisting banking regulations 
under which they are seeking licenSing are deSigned for a loan portfolio with 
borrowers whose characterIstICs are substantially different from those of the 
typical institutIOns specialised In the provIsion of micro finance Indeed micro 
finance lendmg methodologies are based on information rather than collateral, 
and thus emphaSise personal contact rather than detailed documentation 
Furthermore, a mICro finance portfolio consists ofthousands of small unsecured 
short-term loans whICh makes the methodology of assessment of indiVidual 
borrowers practically Impossible to Implement In contrast claSSIC bank regulatory 
and supervisory practices focus on nsks assoCiated With traditional finance 
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Documentation requirements are designed to assess the relIabilIty of collateral 
and the finanCIal stabilIty of the borrower and to aVOId the rIsks ofmakmg loans 
to bank owners or colleagues on preferential terms (known as mSlder lendmg) 
as well as the dangers of rIsks m smgle large loans Wlthm the eXlstmg regulations 
for rIsk classificatIOn and welghtmg framework, none of the proposals made m 
the Sessional Paper for mnovatlons m lendmg usmg cash flow and character 
other than collateral can be applIed by the commemal banks 

One of the polIcy directives m the SessIOnal Paper to open Up access to credit 
for firms m the MSE sector was to mtroduce market-led mcentlves, such as the 
deregulation of foreign exchange and mterest rates Well, the Government 
abolIshed mterest rate controls m 1991 and the foreign exchange controls were 
repealed m 1993, thus fulfillmg some of the polIcy recommendatIOns of SessIOnal 
Paper No 2 of 1992 While the full force of these reforms IS yet to be felt, It IS 
obvIous they will further limit rather than open access to credit for the MSE 
sector as recent experIence m AfrIca mdlcates 

Studies of the Impact offinanClal hberalisatlOn m AfrIca6 stili detect substantial 
fragmentation of finanCial markets Informal and formal lenders stili largely pre 
select their client groups accordmg to the availabilIty of mformatlon and abilIty 
to manage fisk usmg a specific methodology and product These studies show 
lIttle short term Impact offinanClal IIberalisatlon on financial deepening, lIabilIties 
structures, product mnovatlon or outreach of formal bankmg systems despite 
some strengthemng of portfolIos competitIOn and supervIsion In lIght of this 
the possible entrance of the Post Office Savmgs Bank and Cooperative Bank 
Ltd mto the MSE sector despite their positive OrIentatIOn to the sector Will 
defimtely be Impaired by the bankmg regulations m the same way that commerc!al 
banks have been discouraged 

Failure by the Government to reduce ItS budget defiCit has pushed rates of 
mterest on loans very high as It seeks to borrow from the bankmg sector by 
offerIng very high rates of return on treasury bills consequently crowdmg out 
the prIvate sector Yet even If the Government balanced ItS budget, thereby 
reducmg mterest rates thiS on ItS own would not mduce formal finanCIal 
mstltutlons to start lendmg to the MSE sector because of eXlstmg bankmg 
regulatIOns and attitudes to the sector 

Furthermore contrary to the recommendatIOn of SeSSional Paper No 2 of 
1992 development finance mstltutlOns are stili not allowed to accept depOSits 
from the general publIc In fact, more recent banking polIcy IS forCing DFls to 
convert to commerCial banks In order to survive In bUSiness The polIcy attractIOn 
of DFls was that unlike commemal banks and non bank finanCIal institutIOns 

6Steel W F and E Aryeetey Informal finanCial markets under liberalizatIOn III four African 
countries World Development vol 25 no 5 (May) 817-830 1997 
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whICh generally inSISt on more than 100 percent securIty, theIr lendmg IS cash 
flow based and theIr collateral requIrements are often restrIcted to the fixed 
assets bemg financed However, gIven the operating envIronment desCrIbed above 
It IS doubtful that thIs recommendatIOn would have been effectIve m opemng 
access to credIt for MSE firms 

In the same way the relevance and possIble Impact of one of the polIcy 
recommendatIons on allowmg banks to charge full cost of provldmg bUSiness 
advIsory servICes to MSE enterprIses that access credIt from them IS overshadowed 
by the inaccessIbIlIty of credIt m the first place the polIcy mcentlves of financIal 
IIberalIsatlOn notwlthstandmg 

One of the proposals m SessIOnal Paper No 2 of 1992 for addressmg the 
Issues of access to trammg and bus mess advIsory servIces was amendment of 
the IndustrIal Trammg Act The proposed amendment was to allow banks to 
draw on the mdustrIal trammg levy fund to finance the cost oftrammg extended 
by DFls and banks to theIr MSE borrowers This recommendatIOn IS yet to be 
Implemented but IS unlIkely to be effectIve given that banks and DFls stIll do not 
lend to MSE bUSinesses because of the factors enumerated above Furthermore, 
the bus mess advIsory services offered by banks are not easIly accessIble to the 
MSE owner managers or employers gIven their level of educatIon busmess culture 
and OrIentatIOn 

The Small EnterprIse CredIt Agency (SECA) was regIstered as a company lImIted 
by guarantee m July 1992 It had 13 members by December 1997 made up of 8 
commercIal banks, 5 MFls, 1 hIre purchase /leasmg bank 3 development finance 
mstltutlOns and 1 provIder of non finanCIal servICes (K-MAP) Although SECA a 
credIt reference bureau was establIshed as proposed m the SessIOnal Paper It IS 
yet to become an effectIve agent for banks and NGOs mvolved In lendmg to 
MSEs Part of the problem has been the difficulty of creatmg and updatmg a 
database of borrowers and lenders, and another part of the problem has to do 
WIth fundmg and institutIOnal ownership of SECA At the moment SECA IS one 
and the same as the commIttee Imtlally set up to oversee ItS establIshment WIth 
a divIded vIsIon and commItment Another problem IS the unwillIngness and 
lack of mformatlon and reportmg capaCIty among the mstltutlOns mvolved m 
lending to the MSE sector 

Instead oftakmg up the current speCIal mltlatlves whICh are often donor or 
government drIven banks should buIld approprIate capaCIty Internally to proVIde 
mIcro credIt and mICro finance servIces as theIr regular busmess In dOing so the 
banks should take mto account the umque characterIstICs of the MSE sector 
such as loan SIzes, alternatIve collateral etc 

One other programme proposed m the SessIOnal Paper that IS yet to be 
Implemented IS a broad-based NatIOnal CredIt Guarantee CorporatIOn The 
Mmlstry of Planmng and NatIOnal Development IS also yet to set up a venture 
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capital institutIOn for the MSE sector as proposed In the SessIOnal Paper A special 
MSE training fund (Ksh2 2 billion) was recently established by the Government 
with World Bank support, but It IS too early to assess ItS Impact on training 
Initial reports on ItS ImplementatIOn suggest that the fund might be abused and 
thus undermine ItS potential Impact 

Strategles 

With regard to strategies proposed In SessIOnal Paper No 2 of 1992 the Central 
Bank IS yet to create a forum where commefCIal banks can debate poliCies and 
regulatIOns that hinder the flow of credIt to the MSE sector Neither has the bank 
carned out or initiated studies on comparatIve nsks and costs assocIated With 
lending to the MSE sector There IS no doubt that these two recommendations If 
Implemented could have a positive Impact on the current attitude of formal 
finanCial institutIOns towards the MSE sector 

The overall assessment of the ImplementatIOn status of the SessIonal Paper 
should be viewed In the context that the role ofMSE Investments In the economy 
IS Just beginning to be understood by policy makers and the pnvate sector It IS 
argued here that lack of knowledge about the potentIal of the MSE sector and ItS 
unique attnbutes has partly limIted ItS access to credIt from the otherwise huge 
finanCial sector 

RECOMMENDED POLICY INTERVENTIONS 

The suggestIOns presented In thiS section recognise that the main weakness 
of SessIOnal Paper No 2 of 1992 was that a mechanism for follow up and 

ImplementatIOn was not defined ThiS time It IS proposed that a speCial 
department be created Within the Central Bank to manage and translate some of 
the onglnal Ideas and new suggestions Into action Moreover gIven that 
deregulation of the financial markets has been fully Implemented, but WIthout 
much POSitIve Impact on access to credIt by the MSE sector, It IS time to 
differentIate the market and change banking rules and regulatIOns to reflect the 
conditions and best practIces that can best serve different segments of the market, 
particularly the MSE sector 

Interventl0n 3 1 - CommerClahse Mlcro Fmance 

Even though the number of NGOs and other institutIOns Involved In proViding 
credit to the MSE sector has Increased In the recent past, their outreach remainS 
severely limited because of their limIted resource base and lack oflegal capaCIty 
to proVIde a range of finanCial services Furthermore, the diffusIOn of best 
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practIces and InnovatIons In lendIng to the poor USIng peer pressure, character 
and cash flows rather than tangIble collateral as the basIs for securIng loans has 
remamed untested by commuClal banks and other mamstream financIal 
InstItutIOns despIte ItS enormous success elsewhere (EthIopIa BolIVIa, IndoneSIa 
and other places) 

The Central Bank of Kenya should lead the movement towards commerClahsIng 
mIcro finance by rewntIng bankIng laws and regulatIOns to reflect the new 
InnovatIons In finance for the poor, such as the use of peer pressure, character 
and profitablhty ofMSE actIvItIes, as acceptable alternatIve forms of coIlateral 

BankIng laws and regulatIons In Kenya need to be dIfferentIated to take Into 
account the dIfferent methodologIes and susceptIbIlIty to regulatIOn of dIfferent 
tIers of the financIal system-formal semI-formal and Informal A two-tIer system 
that recognIses dIfferent market segments, InstItutIons and proven lendIng 
technologIes and delIvery mechanIsms can solve the current problem by 
addreSSIng the roles of 

CommercIal bankIng InstItutIOns whIch have enormous resources but lack 
the technology and capacIty to reach a newly emergIng market for financIal 
servIces (largely domInated by MSE owner-managers and the workIng poor) 
and 

2 Successful mIcro finance InstItutIOns, such as K REP KWH PRIDE, Faulu, CAREl 
Kenya and others, whIch have developed organIsatIonal capaCIty and effectIve 
mechanIsms to delIver credIt to the newly emergIng market for financIal 
servIces (largely domInated by MSE owner-managers and the workIng poor) 
but lack suffiCIent capItal and legal capacIty to mobIlIse domestIc saVIngs for 
loan funds 

Interventlon 3 2 - Ensure the Regulatory Framework Addresses MSE Needs 

The financIal market segment beIng targeted by the SessIOnal Paper has already 
created strong InstItutIonal frameworks (solIdanty groups and Informal financIal 
assocIatIOns) and alternatIve credIt nsk assessment cntena, but these are not 
lInked to the maInstream finanCIal market 

PosItIve changes In fiscal and monetary polIcy In Kenya are necessary, but 
wIll not be suffiCIent condItIons for releaSIng and redIrectIng credIt to the mIcro 
finance market There has to be a change In bank commItment and culture by 
haVIng board and staff who understand the finanCIal needs of the less affluent 
segments of the finanCIal market The Kenya Government should Introduce 
regulatory reforms that recognIse the IdIOsyncratIc features of InstItutIOns 
engaged In proVIdIng mICro finance servIces In lIne wIth thIs the course at the 
School of Monetary StudIes should be expanded to reach all bankIng staff 
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managers and directors It would also be necessary for the Government to 
determine the nsks of mICro finance lending and hence develop an appropnate 
nsk classificatIOn system, weighting, provIsioning reqUIrements and an inspection 
programme to manage these nsks 

Moreover, In the absence of legal reforms directed at strengthening the 
relatIOnship between commefCIal banks and the MSE sector further expansIOn 
of credit to the sector will depend on the extent to which new organIsatIonal 
innovatIOns are able to substitute collateral and other constraints In this regard, 
the current wholesale lending arranged by DFID with the CooperatIve Bank 
whereby well-run NGOs such as K-REP can access credIt on fair terms to on-lend 
to the MSE sector can make a big contnbutlOn 

InterventlOn 3 3 - Foster CoLlaboratlon between Commeraal Banks and 
Mlcro Fmance InstltutlOns 

In the recent past lI1novatlOns lInkIng micro finance InstitutIOns (MFls) and 
commefCIal banks have opened opportUnItIes for resources to be transferred 
from the latter to the MSE sector This alternative mechanIsm for delIvery of 
credit to the MSE sector has a number of advantages and IS easy to Implement 

MFls and finanCIal NGOs tend to have a close and lI1tlmate knowledge of 
their borrowers and the nature and extent of their personal busll1ess assets But 
lenders In the formal sector lIke banks and non bank finanClalll1stltutlOns, cannot 
possibly generate thIS kInd of knowledge about mlcroenterpnses and stIlI make 
a profit on small loans lent at even relatIvely high Interest rates Banks and MFls 
should work together to create new lI1stltutlOnal frameworks for assessing credit 
nsks and obtamlng secunty For example K-REP which already has expenence, 
knowledge and capacity to deal with the MSE sector, can borrow from Barclays 
uSlllg ItS own assets and performance to secure loans, whIch It 111 turn retails to 
IIldlvldual MSE owner managers through their solldanty/peer groups 

For tl1lS proposal to work the potential condUIts or credit IIltermedlanes to 
whom formal credit IIlstltutlons might lend, either lI1dlvlduaIly or through 
consortia and who would be expected to on-lend to mlCroenterpnses need to 
be Identified The possible CrItena for selectll1g such II1termedlanes can IIlclude 
the followll1g 

• They must be reSident or practlclllg 111 the communIty to be served 
• They must have an establIshed or acceptable credit ratlllg that formal credit 

II1stitutlons can recognIse 
• They must have an lI1tlmate knowledge ofmlCroenterpnses and their owners 

111 the commul1lty to be served 
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They must demonstrate trust, respect and confidence In the entrepreneurs 
and others In the commumty so that loan terms and oblIgatIons are honoured 

The Government mIght wIsh to explore mechamsms for Implementing thIs 
Idea It wIll reqUIre 

1 Arranging to explore and IdentIfy potentIal credIt intermedIarIes 
2 Bnnglng potentIal credIt Intermedlanes for a partICular commumty Kangeml 

for example together wIth representatIves of formal credIt instItutIons to 
dISCUSS the deSIrabIlIty and feaSIbIlIty of moving forward 

3 ExplOrIng WIth formal credIt instItutIons the Idea of establIshing a credIt 
consortIum to pool funds to share rIsks and to centralIse accountabIlIty 

4 IdentIfYing WIth other stakeholders two or three commumtles to serve as 
pIlot projects 

5 OfferIng loan guarantees to a consortIUm for ItS inItIal experImental efforts 

Interventlon 3 4 - Moblhse Funds for an MSE Credlt System 

Beyond thIs arrangement the Central Bank should create a wholesale on-lending 
fund from whIch many of the finanCIal NGOs could borrow If they pass the test 
of instItutIOnal capacIty and other reporting and regulatory requIrements as WIll 
be defined In new legIslatIOn for mICro finance For thIs purpose and for the 
purpose of translating the earlIer proposals for establIshing a venture capItal 
instItutIon qn export credIt guarantee Insurance It IS recommended that the 
Government create a rural/MSE finance department WIthIn the Central Bank ThIs 
department In collaboratIon wIth the NaIrobI Stock Exchange should be 
responSIble for promotIng the Idea of a broad based commefCIal bank for the 
MSE sector and rural poor along the same Imes proposed In the SeSSIOnal Paper 

The rural/MSIs: finance department wIll also be responSIble for overseeIng 
the ImplementatIon of the followmg proposals made m SeSSIOnal Paper No 2 of 
1992 

• InvestIgate the Issues and explore the optIOns for creatmg approprIate 
regulatory and supervIsIon framework for new finanCIalmstltutlons such as 
the proposed K-REP Bank 

• InvestIgate and study the costs and rIsks assOCIated WIth lendIng to the rural 
poor/MSE sector and use the results to educate the formal finanCIal sector 

• In collaboratIOn WIth the School of Monetary StudIes whIch IS currently 
responSIble for the actIvItIes of the College of Bankmg and Fmance develop 
and oversee the ImplementatIon of approprIate courses In bankIng on the 
poor/MSE sector The Central Bank can mtroduce legIslatIon that reqUIres all 
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bank managers and directors to take some of these courses as part of the 
bank IIcensmg reqUirements 

• Actively mobilise credit from external and mternal sources to create a pool of 
funds from whICh successful micro finance mstltutlons, NGOs and banks With 
proven commitment to the sector can borrow for on-Iendmg to the rural 
poorlMSE sector 

• Develop a capacity for supervIsmg and proVIdIng technical support to leadIng 
and successful MFis 10 Ime WIth newly defined regulatory and supervIsory 
bankmg laws and IIcensmg reqUirements 

• Organise forums where commercIal banks and other MFls can learn from 
each other and debate policies and regulatIOns that hInder the flow of credit 
to the MSE sector 

If the Government succeeds 10 mobllIsmg finanCIal NGOs and other Interested 
mdIvlduals and mstltutlOns to set up a well-capItalised mICro finance bank, thiS 
Will demonstrate the possIbilitIes and create the necessary competitIon to mduce 
other banks to start lendmg to the MSE sector on commercIal terms 

Interventlon 3 5 - Nurture Innovatlon m Bank Credlt Systems 

For commercial banks 10 Kenya to enter successfully mto the mICro finance market, 
they Will have to make mnovatlons that Will allow a cost-effective analYSIS of 
credltworthmess, the mOnltormg ofa large number of relatIvely poor clients and 
the adoptIOn of effectIve collateral substItutes Moreover, gIven that mICro finance 
differs so radICally from traditional banking banks must recruit and retain 
specIalised staff to manage these programmes And finally, banks must set up 
appropriate organisatIOnal structures 10 their current systems 10 such a way that 
the mICro finance function IS Independent but IS at the same time ready to respond 
to demands Imposed by hundreds and thousands of very tiny transactIOns 

Kenya can borrow Ideas and experience from Ethiopia by creatmg regIonal, 
legally recognised micro finance mstltutIons targeting the MSE sector and the 
rural poor and mVIte the public and multIlateral and bilateral development 
agencies to buy shares or contribute eqUity capItal to establish these regional 
MFls Ethiopia has successfully established three such mstitutlOns smce 1993 

MICro leasmg IS a good and successful Idea, which has been applied 10 Ghana 
to finance the purchase offixed assets for the MSE sector In that country Leasmg 
IS a rapidly growmg mdustry firmly established m the mdustnallsed countnes, 
whICh IS potentially able to expand access ofMSEs to credit 10 ways that overcome 
traditIOnal collateral reqUirements and contnbute to capItal formation The 
experience of countnes such as Pakistan demonstrates that It proVides a good 

54 



OtEDtT AND HNANCE 

alternatIve to non-tradItIonal collateral based lendIng wIth the eqUIpment leased 
provIdIng the collateral For thIs Idea to succeed It wIll be necessary to change 
laws and regulatIons In force and Integrate the speCial features of mIcro leasIng 
Into the new law 

FInally although the Idea of creatIng a credIt-referencIng scheme IS beIng 
consIdered by SECA, It has not taken off to date One antICIpated problem In 
ImplementIng thIS Idea IS the lIkely pOSItIOn of the Kenya Bankers AssocIatIon 
WIth regard to the conflICt of customer secrecy and the sharIng of InformatIon 
under a credIt reference system The need for a credIt referencIng system wIll 
not be such a bIg Issue If banks develop the mternal capaCIty deCIde to 
commerCialIse theIr lendIng to the MSE sector or create approprIate networkIng 
WIth successful MFls 
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CHAPTER FOUR 

PhysicaL Infrastructure 
Cnspm Bokea, Aleke Dondo and James MutJso 

S Igmficant eVIdence IS accumulatIng that physICal Infrastructure constraInS 
the growth and development of mIcro and small enterprIses In Kenya 

CIrcumstances dIffer wIdely between rural and urban areas and by type of 
bUSIness but there are many problems In common In the first place Inadequate 
legally demarcated land for MSE operatIons and InsecurIty of tenure for worksltes 
results In haphazard mushroomIng of Informal bUSInesses In urban areas and 

'frequent harassment by local authOrItIes One major fallout of thIs IS the lImIted 
access to electrIcIty runnIng water and sewer faCIlItIes whICh espeCIally InhIbIts 
manufactUrIng caterIng, food proceSSIng and SImIlar categorIes ofMSE actIvItIes 
In many areas the lack of roads, electrICIty, telephone connectIons, etc IS a double 
blow, as It often explaInS why bUSIness and finanCIal servIces are unavaIlable In 
those areas creatIng a further constraInt to bUSIness growth 

The poor condItIOn of Kenyan roads and the resultIng hIgh transport costs, 
has the effect of dampenIng MSE growth In a number of ways It Increases the 

What 1S Physical Infrastructure? 

The World Bank defines physical mfrastructure as serViCes accrumg from pubhc 
utIhbes (power, telecommumcatlon, piped water supply. samtatJOn and sewerage, 
solld waste collectJOn and disposal and piped gas) and public works (roads and 
major dams, and canal works for Imgabon and dram age) A Kenya AssoctatJOn of 
Manufacturers report defines mfrastructure as adequate electncal power; access 
roads, water and sewerage, secunty of tenure of premIses, telecommumcabons, 
and worksltes In thtS study, physlcallOfrastructure mdudes land and bUSiness 
workspace (e g ,mdustnal premJses ofMSEs), water supply and sewerage, roads, 
commUnication faalitles and power 

KAM reports that two-thirds of Kenyan MSEs do not have access to water A 
marked dIfference was noted between the urban and rural enterpnses however, 
WJth around one-half of urban MSEs bemg Without access to eIther water or 
electriCity compared With nearly three-quarters of rural enterpnses In urban 
areas, enterpnses buy water from kiosks, often at 4-5 bmes the pnce paid by 
those With pIped water 
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cost of goods produced by MSEs, making It difficult to attract customers locally 
It Increases the cost of repair and maintenance espeCially for those MSEs In the 
transport businesses and It adds to the cost of goods produced locally for sale 
elsewhere Consumers are also discouraged from purchasing MSE goods due to 
the difficulties of reaching sites without access roads or footpaths 

UnderlYing all of these IS the lack of coherent local planning structures, which 
hampers the evolution of development nodes and thereby reduces the growth 
potential of MSEs 

REVIEW OF EXISTING POLICIES ON PHYSICAL INFRASTRUCTURE 

PoliCies adopted by the Government of Kenya on physlcall11frastructure for 
MSEs are contained In sessional papers produced over the years and 111 

development plans 

Sesslonal Papers 

Out of the many sessIOnal papers released so far four refer to phYSical 
Infrastructure poliCies for MSEs SessIOnal Paper No 1 of 1986 SessIOnal Paper 
No 2 of 1992, SessIOnal Paper No 1 of 1994 and SessIOnal Paper No 2 of 1996 
These are descnbed In turn 

Sessl0nai Paper No 1 of 1986, EconomlC Management for Renewed Growth 
TI1lS SessIOnal Paper was the first major policy statement that focused on the 
MSE sector 111 Kenya A more I11tegrated and faCilitative role was to be adopted 
by the Government under which the role of the pnvate sector In development 
was recogl1lsed The major recommendation made 111 SessIOnal Paper No 1 of 
1986 With respect to promot111g 111frastructure for MSEs was the establishment 
of the Rural Trade Promotion Centres (RTPCs) to proVide 111frastructure 111 the 
rural areas The Idea was to stabilise rural-urban migratIOn by creating an enabling 
environment that would attract and stimulate 111vestments In the rural areas 

The RTPCs were to be Implemented JOintly by the Dlstnct Development 
Committees (DOCs) and the respective local authontles They would proVide 
essential Infrastructure faCilities to support agncultural and other productive 
actiVities In the rural areas Such faCilities were envisaged to l11c1ude 

• Water supply 
• Power supply 
• Telecommul1lcatlons (telephone post offices) 
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• Market centres 
• Youth polytechmcs 
• Access roads and footpaths 

Sesslonal Paper No 20/1992, Small Enterpnse and Jua Kail Development m 
Kenya 
This SessIOnal Paper was the culmmatlon of years of hard work under the small 
enterpnse development strategy to the year 2000 and became the blueprmt for 
the development of the MSE sector m Kenya It elaborated on a system of 
provldmg funds for Jua kall development (sheds, trammg, technology and 
marketmg) through the Mmlstry of Research and Technology It further 
recommended that the Government allocate land for MSEs, proVide funds to the 
DDCs and local authontles for Improvmg mfrastructure for MSEs and reqUire 
local authontles to carry out a needs assessment to determme the pnontles of 
the MSEs m terms of Infrastructure faCIlities The paper also called for the 
establishment of a Jua katt fund under the Mmlstry of Research and Technology 
With a provIsion of KshSO mIllion per year 

SesslOnal Paper No 1 0/1994, Recovery and Sustamable Development to the 
Year 2010 
ThiS paper encouraged the setting aSide of land m rural centres for MSE 
development It also advocated strengthening local authontles to enable them 
to plan and control phYSical development wlthm their JUrISdictIOn The 
recommended action plan had the follOWing strategies 

• Establishment of new serviced mdustnal parks accommodatmg 100 mdustnes 
to address the constraint Imposed by the shortage ofland and mfrastructure 

• Construction of new mdustnal estates capable of accommodatmg 50-200 
medIUm scale Industnes m key mdustnal centres 

The recommendations mdlcated that although there had been CrItiCism of 
the sUitability of some prevIous Government poliCies regardmg provIsion of access 
to phYSical Infrastructure, there was nothmg wrong With the poliCies themselves 
The problem was that the policy Implementation strategies had been defiCient 

SessJonal Paper No 20/1996, Industnal Trans/ormatlon to the Year 2020 
ThiS SeSSIOnal Paper focused on the potential of the MSE sector m generatmg 
employment opportUnities, creatmg a seedbed for future entrepreneurs and 
hlghllghtmg the sector's propensity to produce attractively pnced products It 
further noted the need to proVide the sector With commercIally Viable sites that 
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can be leased or allocated to the sector and encouraged MSEs to graduate to 
medIUm-scale enterpnses 

Sessional Paper No 2 of 1996 recognised that lack of sufficient accessibility 
to mfrastructure IS a major dlsmcentlve to potential mvestors m most sectors of 
the economy and threatens the realisation of the goal ofmdustnalisatlOn Lack 
of secure worksltes and spaces for the maJonty of MSEs has madvertently led to 
low output and conflicts as these busmesses are forced to operate on sites that 
are not sUitable for their activities or are meant for other activities This leads to 
harassment of the sector and street battles between them and local authontles' 
lawenforcers On the other hand. m the vast Kenyan rural markets, arbltranly 
decided open-air market charges on MSE products affect the sector adversely 

The Paper acknowledged that the provIsion of mfrastructure IS one of 
Gv lernment's major functions and responsibilities, and many policies for 
developmg or Improvmg have been made and should be reviewed The Paper 
declared that 

• Government would, wherever feasible, provide mfrastructure on a cost 
recovery basIs and where capital costs cannot be recouped, operation and 
mamtenance expenditures would increasingly be funded from user charges 
The pnvate sector would be encouraged to engage m JOint ventures With 
Government to undertake pnvately financed projects 

• An Immediate priOrity should be maintenance, rehabilitatIOn and 
reconstructIOn of eXlstmg public mfrastructure to satisfy the demand ThiS 
would mean revlewmg the vanous Initiatives started over the years and 
suggestmg possible remedial solutions before startmg new programmes Care 
should be taken to ensure that all levels and subsectors of the mdustnal set 
up are catered for, With a progressIOn mechanism bUilt In 

• Electncal fluctuations and breakdowns damage eqUipment, create production 
losses and consequently constram growth of the production sector The high 
frequency of power failure coupled With prolonged durations of power 
breakdowns IS a clear indication of overstretched power supply High 
Investment costs inhibit establishment of more power generatIOn projects 
The mstltutlonal reforms under way at the Kenya Power and Llghtmg Company 
are Intended, In part, to address these Issues 

• The National Water Masterplan recently developed should take care of the 
MSEs' water needs at both mdlvldual and enterpnse levels 

• The Government would enact legislatIOn to allow local authOrities to 
subcontract out the proVISIOn of their water services to the private sector on 
a commission or franchise basIs or alternatively, allow for setting up 
autonomous public bodies to do the same With strong private sector 
mvolvement 
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Development Plans 

The 1974-1978 plan proposed to set up the Small Busmess Development 
Corporation (SBDC) with the mandate of provldmg such services as local market 
research, accountmg and management The plan also advocated the mvolvement 
oflocal authorities m the provIsion of mfrastructure as a bid to curb harassment 
of the sector's entrepreneurs Specifically the plan proposed the review of central 
and local government regulations mlmlcal to mformal enterprises 

The Fourth Development Plan (1979-1983) carned more policy 
recommendations on MSEs but due to apparent gaps and weaknesses m both 
the poliCies and the ImplementatIOn strategies the same poliCIes had to be 
reiterated, albeit m a reVised version m the subsequent plan (1984-1988) To 
aVOid a repeat of events of the prevIOus plan, a fully-fledged small mdustrles 
divIsIOn was established m the Mmlstry of Commerce and Industry to momtor 
the ImplementatIOn of the MSE programmes and proVIde assIstance to the 
Industrial ExtensIon ServIces 

WIth the launchmg of the District Focus for Rural Development Strategy, the 
dIstrict development committees (DOCs) were expected to playa major role In 
settIng prioritIes for MSE needs and proVidIng essentIal mfrastructure faCIlities 
It was durIng the same plan period that the first Nyayo Sheds Programme was 
established m the urban areas under the superVISIOn of the DDCs to proVIde 
workspaces for the MSEs 

IMPLEMENTATION STATUS OF POLICIES 

Despite the repeated emphaSIS In seSSIOnal papers and development plans 
on the development of phYSIcal mfrastructure for MSEs, these policy 

statements too often failed to define clear objectives and set targets ThiS left 
most ofthem as polIcy generalItIes rather than speCific poliCIes WIth measurable 
outputs Moreover, translatIOn of policy statements tends to be crowded out by 
short term, actIon Oriented work of a criSIs-solVIng nature that IS not backed by 
adequate resources For example the proposed SBDC was never establIshed 
neIther dId the local government s regulatIOns review exercise ever take place 
thereby allowmg the harassment of MSEs by the law enforcers to contInue 
unabated ThIS section revIews the status of some of the policy directives 

Land and Worksltes 

The Mmlstry of Research and Technology In lIne With SeSSIOnal Paper No 2 of 
1992 has taken some encouragmg steps towards provldmg access to SUitable 
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land for use by MSEs Through recommendatIons of the MInIstry, the Government 
In 1994 establtshed an mter-mlnlstenal commIttee to address Issues of 
procurement of land for MSE development lo urban centres The commIttee 
consIsts of representatIves from MlOlstry of Lands and Settlement, the Office of 
the PresIdent, MlOlstry of Local Government, MInIstry of Research and Technology, 
DIrectorate of Applied Technology, and the CommISSIOner of Lands The terms 
of reference for the commIttee, contamed lo Cabmet Memorandum No Cab(93)30 
of October 1993, were to ensure not only that land was made avaIlable lo urban 
centres but also that It met the basIc sIte allocatIon criteria 

The land so acqUIred WIll remam lo the custody of the Government under 
trusteeshIp of the Permanent Secretary of the Treasury until an lOdependent 
organIsatIon IS establIshed to take care of MSE faCIlItIes 

Nyayo Sheds 
The Government has lo the past not only made land avaIlable for the sector but 
also proVIded funds for the constructIOn of sheds, provIsIon of electrical power, 
water supply and access roads and constructIOn of ablutIon faCIlitIes uslOg funds 
from the Jua Kall Fund established lo 1988 through Legal NotIce No 558 It 
should be noted, however, that the fund has had no replenishments from Treasury 
to the tune of the recommended ceIling of KshSO mIllion yearly Moreover, only 
25 of the more than 300 reglsteredjua kail assoCIatIOns across the country have 
been allocated land The sItes cover only 41 dIstricts and were chosen WIthout 
any selectIon gUIdelInes or criteria from the relevant mlOlstrles 

Rural Trade and Promotlon Centres 
ThIS programme was orlglOally Implemented under the MInIstry of PI ann 109 and 
NatIonal Development (MNPD) Its purpose as lOdlCated earlier was to strengthen 
rural-urban IlOkages So far only eIght RTPCs have been Implemented due to 
lack of funds for the project The concept IS Ideal, but must be backed up by 
funds 

KIf Sheds 
Kenya Industrial Estates was establIshed lo 1967 and lOcorporated as a wholly 
owned subSidIary of the Industrial and CommercIal Development CooperatIOn 
(ICDC) started earlIer by the Government In 1978, KIE was reconstItuted lOto a 
development finance lOstltutlOn responSIble for promotmg MSEs throughout the 
country It has developed mdustrlal estates m major towns of Kenya The sheds 
were fully serVIced and remamed the property of KIE WIth a tenant/landlord 
relatIOnshIp until the early 1990s when the scenario changed follow1l1g a 
PreSidential dIrectIve that the sheds be sold to their occupants 
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Access to Utlhtles 

The poliCIes that would enhance MSEs' access to water and sanitation are not 
Integrated Into the urban water supply programmes Without a reliable water 
supply MSEs cannot comply with environmental conservation reqUirements The 
road networks supportmg MSE worksltes are insuffiCIent and poorly mamtaIned­
when they eXist at all-whICh reflects pohcy pnontles There IS no clear-cut policy 
that addresses the Issue of providing energy to MSEs leavmg the power supply 
at an ad hoc and piecemeal level, and forCing the sector to use any available 
source of energy whICh at times results 10 pollutIOn Moreover It IS common to 
findJua kalI enterprises tappmg electnclty for Industnal purposes from a domestic 
bUilding 

Nor IS there a speCific policy for supplYing MSEs with telecommUnicatIOn 
serVICes, which are absolutely essential for the growth of the sector In deslgnlOg 
a telecommUnicatIOn policy to address MSE needs, what should be emphasised 
IS that the telecommUnicatIOn reqUirements of micro and small enterpnses are 
not homogeneous They vary across sectoral actiVities (manufactUring, trade 
construction etc) and those In a rural trading centre differ from those In major 
urban centres and cities Some small enterpnses, for example need their own 
busmess phone and perhaps fax machmes others, like taxI pools can be well 
served by a common call box 

Cntlcal Constramts, Weaknesses and Polley Gaps 

The policy gaps under Sessional Paper No 2 of 1992 Include lack of needs 
assessment for the MSE reqUirements, lack of field officers to oversee the 
programmes and poor selection of work sItes for the sector Moreover, there has 
been only partIal provIsIon of the reqUired faCIlitIes the development programmes 
have been highly pohtlclsed and funds have not been adequate to complete started 
projects Other constralOts Include 
• Unavailability of SUitable mdustrlal and commefCIalland for MSE workspaces 
• Limited finance In the distrIct development fund for continued support of 

the development of rural trade and production centres In up-commg towns 
• Lack of funds In the Jua Kah Fund under the MInistry of Research and 

Technology for the constructIOn of sheds to accommodate the artisans 
• Inadequate needs assessment at the dlstnct level and lack of consultatIOn 

with the DOCs and small-scale bUSinesses on actual Infrastructure prlontles 

Thus, although Sessional Paper No 2 of 1992 proVided the policy framework 
and agenda for ImplementatIOn whICh was to be translated lOto actIOns Within a 
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penod of two years, thIs has not been done todate No mechanIsms were put In 
place for coordInatIng, mOnItonng and evaluatIng polIcy ImplementatIon 
processes, and there were no targets for ImplementatIon In many cases no 
speCIfic government department was aSSIgned to formulate and oversee 
ImplementatIOn of the polIcIes Furthermore, the desIgn of the polIcy framework 
dId not gIve the provmclal and dIstrIct admInIstratIons and the pnvate sector 
any role In the ImplementatIOn of vanous polIcIes The result has been lack of 
adequate coordInatIon and commUnIcatIon between the headquarters and the 
rural areas where most MSEs are found 

THE ROLE OF LOCAL AUTHORITIES 

The local authontles are the pnmary Implementers of polIcy related to 
mfrastructure for MSEs Among other thIngs, they construct markets and 

other faCIlItIes, Issue occupancy permIts, and regulate access to utIlIties The 
absence of clear polIcy on the proVISion of mfrastructure combInes With conflIctIng 
prIorItIes wlthm the authorIties to present formIdable obstacles to MSE 
operatIons ThIS section looks at the maze confrontIng MSEs m theIr dealmgs 
WIth local authOrItIes 

Land and Workspace 

MSE work sItes range from councIl markets, to open aIr markets such as sheds m 
KamukunJI or open spaces lIke the Globe Cmema roundabout Some are fully 
developed and served by baSIC mfrastructure, while others compnse only the 
space to conduct busmess TheIr status vanes from those developed and owned 
by the local authOrItIes to those owned by prIvate InstItutions e g , the AsIan FoundatIon 

The prescrIbed procedure for MSEs to get access to land entaIls a formal 
applIcatIon submItted to the NaIrobI CIty CouncIl through the DIrector of City 
Plannmg Some successful applIcatIons have been endorsed or supported by the 
Mmlstry of Research and Technology and by counCIllors of the areas where MSEs 
are operatmg 

The scarcIty of land has restrIcted the number of beneficlanes through thIS 
formal process to very few MSEs The process also entaIls the IdentIficatIOn of 
SUItable land by the DIrectorate of CIty Plannmg, and the subdIVISIon of the land 
mto small plots that are then allocated to MSEs The allottees make a one-tIme 
premIum payment plus a survey fee In NaIrobI such development mcludes 
KarIobangl LIght IndustrIes and Glkomba Market where manufacturIng and related 
commercIal premIses have been developed The CIty of Nairobi has also depleted 
ItS land resources through allocatIOns that are not based on sound urban plannIng 
conSideratIons ThIS has led to scarcity of land for large and small mdustrIal 
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development, as prime land IS allocated for other commercial activities Good 
examples are the Mworoto and Kigali Market areas In Nairobi where small-scale 
operators were eVICted and the land allocated for office development 

The other formal mechamsm IS for the MSE to IdentIfy undeveloped land on 
open spaces or wIde road reserves and apply for a temporary occupatIon license 
(TOL) which gIves a form of tenure that may be secure for up to 10 years These 
applicatIOns are received and processed by the chlefvaluer In the DIrectorate of 
CIty Planning The condition for ISSUing the TOL IS the undertaking that the MSE 
wIll remove any structures and vacate the sIte as soon as the CouncIl gIves 
notIce that the site IS to be developed for the inItIal use for whIch It was Intended 
An annual fee IS paId for the TOL, servIces such as water and electnClty may be 
proVIded If the Council gIves a no-objectIon certificate to KPLC An alternatIve 
process for gettIng access to worksltes IS slIghtly less formal and entaIls 
explOItatIon of a loophole In trade licenSing where the MSE applies for a license 
from the DIrectorate of CIty Inspectorate There are overlappIng functions 
between the departments of CIty Planning Inspectorate and Treasurer with respect 
to TOLs, WhICh IS confUSing for MSEs 

The process ofMSEs getting access to NCC markets entaIls a formal application 
for a stall or kIOsk or space through the Directorate of Housing and SOCIal ServIces 
Recent expenence shows that traders tend to occupy sites adjacent to NCC 
markets and then apply for the plots ThiS seems to work well where the MSEs 
use theIr elected representatIve to exert pressure on the CounCIl to develop the 
extension of the market Due to finanCIal resource constraints, the NCC has 
been unable to finance the constructIon of the stalls It has only allocated the 
stall site on a lease baSIS and the allottee then bUilds the structure The NCC has 
proVIded water drainage, security lighting car park area and garbage collection 
services The allottees pay a stand premIUm and thereafter pay annual rates and 
ground rent ThiS model has contributed to the expansion of capacity In NCC 
markets at a time when the CounCil was not able to finance markets development 

Some of the successful Initiatives In the provIsion of work site are 
• MaIntenance and expansion of markets In the City at Manngo jencho, 

Kanobangl Karen and jogoo Road 
• Promotion of private development of hawkers' markets at CIty Park, jogoo 

Road and Langata Road 
• ProvIsion of sites at Kanobangl Light Industnes and Marlngo, Jericho and 

Karen markets 
• ProvIsion of serViced plots to MSEs at Kenyatta UmoJa and Kayole markets 
• Private (hawkers) market development of 720 stalls at City Park The ASian 

Foundation financed the project and NCC contnbuted 3 acres ofland 
• Demonstration site for MSEs at Kanobangl by NCC In partnership With UNIDO 
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• 
• 

Work site for CUriO tradIng at Glkomba by NCC In partnership with MR & T 
Klbuye open air market Implemented by Klsumu MUnIcipal Council The 
market began as a spontaneous open-air tradmg area Later the councIl came 
In and provided fairly basIc mfrastructure services and faCIlIties 

In spite of these successes, efforts by local authorities to provide worksltes 
or publIc markets have not been very effective Where attempts have been made 
to support the operatIOns of the MSE sector, the Impact has been reduced when 
sUitabilIty access and adequacy consideratIOns have not been fully addressed 
The lack of vital services such as water and electriCity IS another dlscouragmg 
factor for the MSEs, particularly those In weldmg and food trades 

A broader Issue IS the counCils' finanCial and managerial abilIty to Implement 
capital projects Although a majority of towns Identify markets as priOrity projects, 
very few have afforded such faCIlIties Without donor assistance ThiS stems from 
lack of appreCIatIOn by local decIsion makers of project affordabllIty and lack of 
discretionary revenues at the LA level Competitive prIcmg of commercial faCIlIties 
to generate some profits, or at least cost recovery mechanIsms, would contribute 
towards Improvements and expansion of such faCilItIes ThiS has not been a 
conSideration In settmg realIstiC prices The appropriateness of the designs should 
also be responsive to users' WillIngness to pay Simple low cost structures that 
do not sacnfice the aesthetiC appeal of faCIlIties should be Incorporated m the 
polIcy development for markets 

Studies on hawkmg m Nairobi recommend the use of car parks, streets, back 
lanes and open spaces for trade by hawkers and note a lack of consistency m the 
NCe's ImplementatIOn of Similar recommendations The current mechamsms used 
by NCC to admmlster the scarce CBD tradmg space have not been geared towards 
revenue maximisatIOn The approaches have resulted In resentment among MSEs 
and destructIOn ofworkmg capital of hawkers and small traders The CBD still 
constitutes the most advantageous locatIOn for MSE trade and ways should be 
found to faCIlItate their locatIOn as close to the CBO as pOSSible 

Water Supply 

The handlIng of water by local authOrities for domestIC, mdustrIal, commerCial 
and mstltutlonal use IS regulated by the Local Government Act (Cap 265) Section 
178 SpeCIfic by laws can be enacted by IndiVidual counCIls to elaborate the 
prescnbed behaVIOur of the variOUS economic agents who deal With water and 
related sanItatIOn A key aspect of the provIsions In the law IS the local authOrity's 
exclUSive monopoly on all aspects of water and samtatlon ThiS ImplIes the 
prohibition of other agenCIes from merchandiSIng In water and related services 
Without express, Written authOrisation by the councIl Accordmg to the World 
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Bank many of the current problems In water supply and samtatlon are rooted In 
the over reliance on the public sector In the provIsion of these services This has 
proven inefficient and ineffective In a market oriented economy 

For the water undertakers, the neglect of operations and maintenance has 
led to huge water losses resulting In Inadequate supply DefiCient water supply 
systems due to inadequaCies of the systems, lack of new Investments and lack of 
maintenance are a policy concern This situation arises from the failure by lAs 
to remit what they collect to the corporation For the water undertakers lAs 
have failed to devote surplus money from water revenues towards extension of 
the schemes and maintenance The tendency has been for local authOrities to 
use general revenues from the water fund for payment of salaries and wages 

MSEs are able to have access to water supply through applicatIOn to the 
General Manager Water who authOrises connectIOn to approved sites and even 
to TOl sites on open spaces or on road reserves The Nee makes water available 
to an MSE upon application and payment of prescribed connectIOn fees Supply 
IS assured so long as regular payment of user charges IS made The extension of 
water pipes and routine repairs to the water supply system may be contracted 
out to MSEs up to a value ofKsh 1 0,000 The General Manager Water also licenses 
water vendors In areas of mad equate coverage by providing connections 
espeCially m unplanned settlements where water kiosks and potable water vendmg 
IS a major busmess of MSEs 

For MSE purposes espeCially those based In Informal settlements water 
vendors have been key suppliers of water ThiS water source IS normally very 
expensive and often has no quality control policy consideratIOn The Nee by 
laws on water proVISIOn for example only cover the formal areas leaVing out 
the Informal areas whICh are not legally recogmsed by the authOrities With the 
latest focus on Informal sector development IIberalisatlOn of water supply In 
Informal areas should be conSidered Quality control and the regularisatlOn of 
water vending already taking place remain responsibilities of the Nee 

Sewerage and Samtatlon 

The concern of samtatlOn policy for MSEs IS primarily the promotion of public 
health and hygiene In work sites Public lavatOries by laws drafted In 1967 
stipulate that local authOrities take full charge In keeping the faCilities clean and 
In a good state of repair Due to managerial constramts In many local authOrities 
and lack of public diSCipline In USing sanitatIOn faCIlities, public tOIlets remam 
closed for long periods or they are inaccessible due to their filthy state Thus 
tOilet faCilities are often not acceSSible to MSEs 

Moreover sewerage IS less acceSSible to MSEs because of ItS compleXity of 
construction and high Unit cost of development In view of this the Nairobi City 
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Council (NCq permIts the constructIOn and use of septIc tanks and conservancy 
facIlitIes where the main sewer Imes are too dIstant The relatIve shortage of 
tOIlet facIlitIes m MSE sItes can be partIally explamed by thIS general sItuatIon of 
restrIcted supply The maJonty of pen-urban areas are not served by conventIOnal 
sewer lines but use septIC tanks and other conservancy facIlitIes 

The sItuatIOn IS made worse because the NCC has closed a number of tOilets 
and allocated others to prIvate developers There has been no experIment wIth 
pnvatised operatIon and maintenance of public tOilets m NaIrobI, although a 
number of-unregistered-exhauster services are run by MSEs The maIO 
sewerage system IS Inadequately maintained and there are frequent blockages 
leakages and broken pIpes The foul effluent overflows onto the road system 
and onto the work SItes of MSEs that are located on the flood plams of nver 
valleys and other poorly dramed areas 

Sohd Waste Management (SWM) 

The procedures for collectmg, transportmg and disposmg of garbage are 
elaborated 10 the Public Health Act (Cap 242) and endorsed 10 Section 272 of the 
Local Government Act Among ItS key provIsions the law confers a monopoly on 
the local authOrItIes for SanitatIOn servICes generally and garbage collectIon In 
partIcular The law also prohIbItS any economic agent from handling garbage or 
proVIding a garbage collectIOn serVICe Without express and WrItten authonty of 
the LA 

The Impact ofthe law IS a senous backlog In c1eansmg serVIces as eVIdenced 
by mcreaslng garbage mounds all over the CIty The eXIstmg law has Impeded 
the WIdespread entry of the pnvate sector In tl1lS bUSiness and locked out potentIal 
competItors Nevertheless, garbage collectIon IS an enterpnse that has attracted 
MSEs In recent years 

The access of MSEs to garbage collectIon serVICes of NCC IS no worse than 
that of other consumers The overall goal of the Council IS to collect and dIspose 
of an increasing proportIon of the garbage generated The CIty'S capaCIty for 
garbage removal can only cope With 25-30 percent of current demand Labour 
prodUCtIVIty IS relatIvely low and the tIme Input IS Inadequate ProVISIon ofworkmg 
tools has been haphazard and the tools Inappropnate for dealing WIth accumulated 
mounds of garbage The operatIon and mamtenance of removal vehicles, tractor 
loaders and compacting eqUipment IS poorly managed, WIth the result that It has 
proved ImpOSSIble to keep the fleet on the road and m sound working condItIon 
The disposal site IS full and located very far from the areas where garbage IS 
generated There are no faCIlities at mtermedlate pomts for collectIOn, sortmg 
and packagmg of garbage prIor to transportatIon to the disposal site 

68 



PHYSICAL [NFRASTRUCTURE 

During early 1997, the central government Intervened In terms of ISSUing a 
dIrectIve on pnvatlsatlOn of garbage collectIOn The CIty has responded by hIrIng 
one company to clean the streets, clear drams, and collect and remove garbage 
m the CIty centre/CBD ThIS has taken the form of a management contract The 
measure towards pnvatlsatlOn may need to be Improved wIth the mtroductlOn 
of further analysIs and elaboratIOn of the optIons that are feasIble for NCC 

There IS madequate capacIty to monItor and supervIse solId waste 
management by prIvate compames There IS also lack of clear standards of servIce 
delIvery to whIch pnvate firms could be held responsIble PrIvate collectors do 
not always adhere to the reqUIrement that all garbage be dIsposed of at the 
Dandora dump SIte, whIch IS a return dIstance of 40 km from the CIty centre The 
lack of garbage transfer polIcy eqUIpment and faCIlItIes makes the transport 
element expensIve and inhIbIts prelIminary sorting and processing pnor to 
dIsposal There IS lack of equIpment to clean and flush drams that are filled up 
WIth sIlt, whICh results m flooding of streets rIver valleys and MSE worksltes 
The NCC should contract firms WIth speCIalIsed eqUIpment and mterest m drain 
cleaning, repaIrs and maintenance, whIch obVIously IS a potentIal busmess area 
for MSEs 

The hIgh degree of wIllIngness to pay for Improved garbage collectIOn servICes 
IS mdlcated by current prIvate charges that are three tImes the CounCIl charges 
The law needs changing and the LA polIcy on faCllItatmg MSE partICIpatIOn m 
thIS enterprIse should be elaborated For example, the counCIl has not Introduced 
any classIficatIOn of solId waste The prIvate company has to dIspose of bUIlding 
debrIS and human waste In the absence of functIonal publIc tOIlets Moreover 
the lack of solId waste receptacles along the streets wlthm markets and around 
reSIdentIal premIses In the CBD makes c1eamng very dIfficult for the prIvate 
compames 

In the absence ofa clear polIcy on the support servICes and campaIgns geared 
at shaping the publIc attItude on cleanlIness, the effort to prIvatlse WIll not bear 
the deSIred results The accumulatIOn of garbage and unsIghtly dumps certainly 
affects the marketing ofMSE goods The polIcy envIronment at LA level for garbage 
collectIOn and dIsposal needs to be addressed as a prIonty 

Roads and Dramage 

The eXlstmg polIcy on road mamtenance IS for LAs to maintain all local roads 
ThIS polIcy from the supply SIde IS ImplICIt m the broad objectIve of Improving 
the development and mamtenance of the network of roads In the CIty ThIS 
aspect of the polley entaIls prIvate sector (including MSEs) mvolvement In the 
deSIgn engineerIng and ImplementatIOn of road development and maintenance 
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under the supervIsion of the City Engmeer The roads function mcludes non 
motorIsed modes of transport such as cycle and pedestrIan walkways and paths, 
which are more frequently used by MSEs The Kenya Urban Transport 
Infrastructure Programme (KUTIP) IS currently providing technical support m 
transport plannmg and management to 26 local authorIties 

The road transport system, m partICular the need for secure cycle tracks safe 
footbrIdges and foot paths and enhanced crossmg-pomts, has been Cited as the 
major component affectmg transportation for MSEs The road network In Nairobi, 
though sufficient m extent, IS m a deplorable state, resultmg m serIOUS economic 
costs Lack of urban management poliCies, poor phYSical plannmg and growmg 
spatial constraints have aggravated thiS problem 

The demand for road maintenance works and enhanced non-motorIsed 
transportation has not been met Non motorIsed transport (NMT) has been 
Identified as a crItical component of the KUTIP programme In Nairobi the 
programme has begun work on the Eastlands-Klbera cOrrIdor, whICh Includes 

• Outer Rmg-Mumlas South-Rabal-Jogoo-Tanga route 
• Buru-Buru-UmoJa route 
• First Avenue Eastlelgh-Jogoo-LlkonI route 
• Jogoo-Factory Street route 
• Lunga Lunga-Nanyukl-Lunga Lunga route 
• Langata Road 

The proposal IS to construct a comprehenSive network for pedestrIans and 
cyclists, Initially on an experImental baSIS m some sections of this cOrrIdor Once 
completed, the NMT system IS expected to benefit over 50,000 pedestrIans and 
about 17,300 cyclists per day The NCC has no speCific policy for promotmg the 
development and maintenance of pedestrIan walkways and cycle paths which 
are less complex to construct and are labour mtenslve and hence more SUited to 
MSE capaCity 

There IS also no coherent MSE policy on the mamtenance of roads and 
dramage The process of expenditure management for road construction and 
mamtenance IS highly centralised at City Hall The system does not delegate 
adequate responSibility for expenditure management to the heads of departments 
at whose level MSEs might Improve their chances of bemg conSidered for 
contractmg The system does favour large volume contracts and large firms a 
factor that tends to neglect routme mamtenance-whlch MSEs are capable of 
carrymg out effectively 
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Private $ector ProvlSion of Physical Infrastructure 

A number of pnvate firms and orgamzatlons aSsIst MSEs through the proVIsIOn 
of work spaces Suell firms/organizations, who mclude the followmg, have 
voluntanly mltJated thelr programmes as partners m development. 

• 

• 

• 

Coco-Colo Compony - provides MSEs with kIOSks, vendmg trolleys and 
contamers used as whotesale outlets. and also as a marketmg strategy 

Brlf1sh Amencan 1Obocco Comptlny (BAT) - provides vendmg kiosks to MSE 
entrepreneurs. The klOsks serve as retad outlets as wen as a marketmg 
strategy for the firm's products 

TheAsmn foundatIon - supports mfrastructure faelIttles In at least two markets 
for MSEs m Nalrobl The faclhtles, known as hawkers markets. prOVIde some 
sheds and baSIC water and samtation reqUirements The foundation would 
hke to put up more facilitIes but unavatlablhty of land is a major constramt 
The two facliltles so far established are supposed to be mamtalned by the 
hawkers m collaboratIon With the local council, but are short of coUaborattve 
mechamsms 

Both Coca-Cota and BAT construct kiosks at theIr own cost and allow MSEs 
WIth trade hcenses to operate them The MSEs pay a depOSIt of about Ksh3,OOO 
for secunty and a further I<shl,OOO for serVlces prOVIded 1n order to get such an 
arrangement started. the counet! must gIVe consent to the locatton and sltmg of 
the kIOsk The bUSiness must provide trade hcenses. and the beneficiary must 
(apart from selling mllk products) sell soft drinks or cigarettes for the firms 
Fmally, the busmess must be profitable and the premises surroundmg the area 

Energy, Electnclty and Power Supply 

Although the I<PLC has the chlefresponslblhty ofprovldmg electrICIty to busmess 
and reSidential premises, MSEs are expected to obtam a no objectIOn note from 
the local authOrIty before a connection can be made In the event that the MSE 
operators do not own the land, the LA would usually object to such connections 
Furthermore SectIOn 182 of the Local Government Act mandates the LA to 
mamtam the street lights on all adopted streets and along publIc utilIties such as 
markets and bus parks ThiS legal arrangement notwlthstandmg the current 
practice IS for market users to provide the servIce because the local authOrIties 
often lack funds to do so On the other hand there IS eVidence from Nyen that 
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councils can playa very mfluentlal role m marketmg MSE power needs and m 
negotlatmg low-cost and cost-effective ways of gammg access to power supply 
by MSEs 

A related Issue IS the use of bIOdegradable and non bIOdegradable waste as 
an alternative source of energy Press reports mdlcate mcreasmg use of plastic 
matenal m particular among poor urban households and MSEs, for cookmg and 
bOllmg water The NCC sewage treatment plant at Kanobangl opposite Dandora 
has the capaCIty to produce a slgmficant volume of methane blOgas This could 
be used for hghtmg and cookmg once It IS hqUified and stored m cyhnders for 
domestic use 

PROPOSED POLICY RECOMMENDATIONS 

InterventIOns are suggested m the areas of land and workspace provIsions 
role of local authontles, provIsion of utilities, conflict resolution and others 

Interventlon 4 1 - Ensure AvalLabll1ty of Appropnate Land and Workspace 

Mechanisms for accessmg sufficient funds for procurement and development of 
land, and the provIsion of essential mfrastructural faclhtles and serVices, should 
be developed by all stakeholders, With the Government through the Mmlstry of 
Fmance settmg the pace 

A World Bank report on Kenya's employment growth for poverty alleviatIOn 
states that many firms m the MSE sector Illegally locate on pubhc or pnvate land 
not currently m use This results m constant cases of harassment, mcludmg 
demolitIOn of premises by the local authonties This SituatIOn constrams the 
growth of the MSEs m several ways 

First, most MSEs obtam the largest portIon of their busmess from people 
passmg by who are attracted by the wares displayed, so If they are not close to 
town centres, they cannot generate sufficient sales to grow Second, lack of 
secure tenure dlsquahfies MSE entrepreneurs from commefCIal bank loans Third, 
the threat of harassment discourages remvestment of profits, m several mstances 
busmesses that have mstalled electnclty have had theIr stalls demohshed The 
overall effect IS a strong reluctance to mvest, IIltroduce new technologies Improve 
product quahty or expand 

There are two pOSSIble long-term solutIOns The first entails development 
and management of sites on a commefCIal, but pOSSibly not-for-profit, baSIS by 
the pnvate sector The Government may contribute by leasmg land to the 
developers at less-than-market rates (possibly rent-free) and grantlllg tax exempt 
status to the development 
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The second solution entails carrying out surveys In all major urban centres 
where there IS heavy concentration of mlcroenterpnses, With the purpose of 
IdentifYing sUitable public and pnvate land that can be purchased or allocated 
for the MSE sector Necessary changes would then have to be made to the phYSical 
development plans for each of these towns,laYlng particular stress on the more 
effiCient use of public open spaces 

To support the efforts by the pnvate sector to assist MSEs, the Government 
needs to work harder to create an enabling environment by, among others, 
c1anfYlng land ownership Issues and provldmg mcentlve packages to the pnvate 
sector and NGO commumtles 

Markets and worksltes 
Given the current fiscal constramts m local authontles, the mnovatlve approach 
to provIsion of markets and other faCilities Will mvolve more participatIOn of the 
private sector as a mechamsm for Improved services for MSEs The local authOrities 
should consider and support avaJlable opportunIties for transferrmg 
responslblhtles for service delivery to the pnvate sector It IS proposed that LAs 
consider glvmg rates rebates for private developers who put up facilities 
speCifically for use by MSEs LAs should be aSSisted to Identify and formulate 
poliCies that Will mcrease the effiCiency of servICe delivery and management 

In the medIUm term beSides embraCing the contributIOn of private developers 
m the provIsion of market faCilities, councils should change their role m the area 
of revenue collectIOn and operations of markets Smce most market users belong 
to an MSE associatIOn policy should be developed where these assoCIatIOns 
assist In the operations of the market Progressive decentralisation of functIOns 
such as development Improvement and maintenance offaCilitles IS desirable for 
better servICe proVIsion 

The pnvatlsatlOn of market faCilities has been proposed to the Nairobi City 
Council through the horticultural and wholesale market m Dandora area The 
thrust of thiS effort IS to Improve the market's effiCiency Pnvate management 
compames would undertake the operation of the market by leasing out the faCility 
the NCC would get ItS portIOn of the profits and the company would retam ItS 
share Under thiS model the lessee Will be expected to finance the workmg capital 
and replacement of consumable stores, whereas the council bears the 
responSibility offinancmg any new mvestments and debt service obligatIOns To 
accommodate the stakeholders' mterests, the participatIOn of as many agencies 
as would be expected to trade at the faCility should be taken mto account In the 
design of the framework for operations and mamtenance and m the general 
management framework Such stakeholders mclude representatives of the current 
Wakulima Market horticultural suppliers garbage collectIOn compames security 
firms, etc 
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In view of the Impendmg Improvements of wholesale trade 10 agncultural 
produce at the proposed Horticulture Wholesale Market, the M10lstry of Local 
Authontles should faCIlitate the redevelopment and dedication of Wakullma 
Market as an exclusive hawkers/retail market This would address the current 
NCC pohcy concern with keepmg hawkers out of the CBD and proVide for resettling 
MSE traders who would otherwise be displaced by the closure of the wholesale 
market faCIlity at Wakuhma 

Formatron of a natronal board of trustees 
All SUitably situated projects under the RTPC and Nyayo sheds concept should be 
completed with amendments where necessary ThiS can only be done feaSibly 
with the mvolvement of those who will use the faclhtles, but proVISIOn of all 
essential facIlities would help The Mmlstry of Research and Technology and the 
Mmlstry of Plann10g and National Development should act on these matters 

An mdependent orgamsatlOn should be created to manage eXlstmg MSE 
phYSical mfrastructure faCilities With terms of reference as spelled out 10 Cabmet 
Memorandum No Cab (93)30 of October 1993 It IS recommended that thiS 
Independent orgamsatlon should compnse representatives of all key stakeholders 

At the natIOnal level, a NatIOnal Board of Trustees for thejua Kah Infrastructure 
Project OKIP)-to be charged With the management of both completed faClhtles 
and future ones-should be put 10 place urgently The board Will tackle Issues of 
tenancy agreement, secunty of tenure, lease conditIOns and allocatIOns Its 
functions Will Include pohcy directIOns and operatIOnal gUidelines for the project 
In additIOn to supervIsing ItS level of performance The Board of Trustees Will 
also be responsible for decIsions touching on major mvestment m the project 
from the funds generated through rent collectIOn from the jKIP sites Ideally the 
Board Will compnse 10dlvlduals recogmsed by the public who have clean and 
untamted reputatIOns and practice Impartiality m handlmg public matters They 
will have phJlanthroplc 10terests 10 matters affectmg the mformal sector and Will 
themselves be 1Ovolved With that sector 10 one way or another The Government 
If represented, should not have a veto power m management of the trust 

The Board of Trustees Will be responsible for ensur10g that the poliCies and 
objectives of jKIP are met, by, among others 

• Managmg the jKIP m a commercial and financially sound and economically 
self-sustammg way Any pOSSible financial surplus Will be mvested 10 the 
development of additIOnal faCilities and mfrastructure to serve and promote 
the development of the micro and small enterpnse sector 

• In consultatIOn With other relevant actors, preparmg an overall strategy and 
gUIdelines to be followed by the Implementmg agenCies 
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• 

• 

• 

Employmg a Trust Secretary to perform prescrIbed dutIes and engagmg the 
servIces of a NatIOnal Managmg Agent who wIll be responsIble for overall 
project management and day to-day operatIons The Board of Trustees wIll 
supervIse and mOnitor the performance of both the Secretary and the NatIonal 
Managmg Agent 
Usmg ItS best endeavours resources and skIlls to manage, admmlster and 
develop the project m a proper, effiCIent and businesslike manner for the 
benefit of the Informal sector whIle exefCIslng due care, transparency and 
accountabIlity 
Issuing policIes and gUldelmes for proper management of the project on a 
vIable commefCIal basIs whIle at the same tIme helping management to aVOId 
underutlllsatlOn, margmallsatlOn and polltlclsatlOn of the faCIlitIes 

In ItS operatIon, the Board wIll work In close consultatIon and cooperatIon 
wIth the representatIves of the local Jua kafl fraternity, the local authorIty, the 
local provincIal admmlstratlOn representatIve and offiCIals of the parent mInistry 
to execute the following 

• Take responslblhty for and supervIse the allocatIOn of sheds to quahfied small 
enterprIse operators 

• Determme the mltlal rent levels to be charged accordmg to the sIze and 
locatIon of the sheds 

• Establish a formula for determIning future rents 

Strengthemng of the mter-mlmstenal commlttee on land 
In prIncIple the Inter-MmlsterIal CommIttee on Land and Worksltes for MSEs IS 
m place but It needs to be strengthened and actIvated wIth the followmg terms 
of reference (1) to survey urban centres wIth a heavy concentratIon ofMSE actIvIty 
wIth a vIew to Identlfymg and demarcating SUItable public and prIvate land for 
MSE actIvItIes (2) to work out practICal modalitIes to faCIlitate the process of 
land acqUlslt10n by donor and prIvate sector organisations that WIsh to develop 
mfrastructure faClhtles for the MSE sector, (3) to develop a code of ethIcs for 
accountabIlity of offiCIals charged WIth use and management of pubhc land, and 
(4) to investIgate alternatIve forms ofland tenure, mcludmg temporary rIghts of 
occupancy for one to three years, for MSE operators currently squatting on pubhc 
land 

AdoptJon of the Commumty Land Trust model 
The Community Land Trust (CLT) IS an organisatIon created to hold land for the 
benefit of a community or mdlvlduals wlthm the community A democratIcally 
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structured non profit corporatIOn, with an open membership and a board of 
directors/trustees elected by the membership, CLT draws on expenence from 
India, Sweden, Israel and the United States The Trust acqUires land through 
purchase or donation to be held In perpetuity and removed from the speculative 
market After a planning process to determine the most appropnate use, the 
land IS made available to individual households, cooperatives and other 
organisations through long term leases, which may be transferred to the lessee's 
heirs The lessees pay a lease fee, and they must use the land themselves-they 
cannot become absentee landlords The CLT model IS a useful alternative to the 
current trend of pnvate acqUisitIOn by individuals of government and trust lands 
In urban areas to address MSEs needs The Inter mInlstenal committee on Jua 
kaliland should explore thiS concept for MSEs 

Tltle deeds and ownershlp of allocated land 
Ownership arrangements for land allocated for MSEs have posed problems to 
the Ministry of Research and Technology InltJally the recommendations were 
that such land be allocated and Issued In the name of the particular MSE 
assoCIatIOn Problems arose, first from failure by the associatIOns to raise enough 
moneys to pay the land rates and second from sale of the plots by unscrupulous 
association offiCials The MInistry then tned to put the title deeds under ItS 
name, but thiS could not be allowed by Cap 101 So the Ministry proposed that 
the Permanent Secretary of the Treasury be used to hold the land In trust for 
MRT ThiS approach currently seems to be working 

All land allocated to MSE associations should In the future be held In trust by 
a pnvate stakeholder organisation such as the proposed natIOnal board of trustees 

Intervenbon 4 2 - Strengthen the Role and FmanClal CapaClty of Local 
Authontles 

It IS recommended that local authontles, Since they strategically proVide the 
most appropnate institutIOnal framework for ImprOVing access to phYSical 
Infrastructure by MSEs, work to strengthen their financial base Moreover, the 
Nairobi City CounCil should establish a department within City Hall to handle all 
matters relating to MSEs, the department should Incorporate the needs of the 
sector Into City development plans 

In the same vein, It IS further recommended that all local authontles should 
plan and revive the development of both open-air and closed market projects In 
all major towns Donors should support the authontles with development funds 
Since the concept has been tned and found to be viable 
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Urban local authorities should mvestlgate alternative forms of tenure for small 
businesses that are Illegally occupying public land ThiS may mclude temporary 
rights of occupancy of, say one to three years All urban local authOrities should 
In addition, prepare practical plans for the period up to the year 2020-when 50 
percent of Kenya's populatIOn will be livmg m cities and towns With the vast 
majority denvmg their livelihood from MSEs By 2020 Nairobi's populatIOn IS 
projected to be 8 million, about 80 percent of whom Will depend on thiS sector 
for their Incomes 

The Mmlstry of Local Authorities should direct local authontles to set aSide 
land for use by MSEs meeting the allocatIOn selectIOn Crltena Returns shOWing 
council mmutes allocatmg SUitable faCilities to the sector should be forwarded 
to the MLA With copies to the lme ministries 

There IS excess demand for CBD space In NCC, and pOSSibly In Mombasa and 
Klsumu Under thiS condition of excess demand, a price based system of allocatmg 
the CBD space would be attractive In terms of proViding objective Crltena for 
excluding a large number of traders from the CBD If the pnce mechanism entails 
the open blddmg for space, It potentially could Yield conSiderable revenue for 
council However, diSCUSSions With stakeholders revealed insuffiCient 
understanding of the concepts that are Implied by the pnce based system The 
elaboration of the concepts and the system could be done In detail prior to 
proposing ItS adoption by counCils, say through further research 

Intervenbon 43 - Ensure Effernve ProVlslon of Ublltles and Semces 

Water dlstnbutlOn and access 
It IS generally agreed that the constramt m accessing water IS one of dlstnbutlon, 
With the twm problems of Illegal connectIOns and persistent leakages (which 
result m an estimated 30 percent loss of total water produced per day) The 
mamtenance and billing components of water distribution should be pnvatlsed 
to address both the unnecessary losses and the apparent high costs of 
management-which are passed on to consumers, espeCially In areas With a high 
concentratIOn of MSE activities 

Electnoty suppLy to ruraL centres 
The extension of power supply to MSE premises In Informal settlements would 
genera1Jy result m Improved lightmg safety and security m neighbourhoods that 
are mhablted by lOW-income households The local authontles should encourage 
MSEs to go Into ventures that Will explOit alternative sources of energy such as 
sewage and solid waste and to adopt energy saving technologies, for example 
the manufacture of cookmg deVices that have hIgh effiCiency and are therefore 
cost effective 
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A deliberate effort should be made to mcorporate broad recommendations 
that would address questions of access to energy In rural centres The current 
development plan recommends that the Mmlstry of Energy should accelerate 
the ImplementatIOn of the Rural ElectnficatlOn Programme accordmg to 
recommendations of an ongomg study for the Rural ElectnficatlOn Master Plan 
ThiS move will invigorate MSEs In the rural areas and curb the rural-urban dnft 
by artisans 

Road mamtenance and access 
Once ongomg rehabilitatIOn works have been completed, the routine maintenance 
Issues should be mstltutlOnalised wlthm local authontles by contractmg out to 
MSEs the maintenance work for roads and drainage The LAs are already familiar 
With the contracting out of road maintenance In rural areas and thiS could be 
extended to mclude urban roads and their related dramage systems The LAs 
should upgrade their traffic management efforts and enforce the traffic code to 
stop trailers and multi-tonnage trucks from USing reSidential access roads and 
the subsequent damage to roads and dramage The correct use of roads by the 
deSignated types of traffic should be enforced m parallel With timely maintenance 
of the road network 

Further policy thinking should encompass the follOWing 
• According high pnonty to footpaths and cycle path development and 

maintenance 
• Accordmg prIonty to development and maintenance of the drainage system 

through MSE contracts m order to promote capacity development for drainage 
maintenance 

Management of waste dlsposai 
Effective management of waste disposal IS urgently needed, especially disposal 
of human waste, Oil-based wastes and other forms of waste ongmatmg from 
MSE related activities A major recommendation IS made for JOint collaboratIOn 
among local authorities public health officers andJua kah associations to ensure 
that provIsion of waste disposal faCIlities m all establlshedJua kall sites and mall 
areas With concentration of MSE activity IS a PriOrity 

Solid waste disposal IS an area of "micro pnvatlsatlOn" that should be 
explored-that IS, engagmg MSEs themselves In collection and management of 
solid waste, mcludmg recycling, compostmg, power generatIOn, etc Similarly 
micro pnvatlsatlOn of public tOilets wlthm the major urban centres and other 
local authontles, where thiS IS Viable, should be encouraged Appropnate 
measures targeting the management of these essential public utilities-at the 
least to make them user friendly-should be taken by all urban authontles 
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Intervenbon 4 4 - Introduce ArbltratlOn and Confhct Resolutl0n 
Mechamsms for MSEs 

The establIshment of a mechanism for contmuous consultatIOns on MSE 
development, as well as arbitration on conflICtmg mterests, IS another Issue 
prominently recommended It IS envisaged that such a mechanism would comprise 
a partnership between MSE assoCIatIOns and a lIaison committee of local 
authorities and the community In general Further It IS recommended that any 
demolition action ofMSEs that may be conSidered by the City Council should be 
backed by wntten warrants from the Directorate of City Inspectorate The 
warrants should be duly authonsed by the full Council and publICised m 
appropnate press notices before any action IS taken 

Intervenbon 4 5 - Cluster MSEs Accordmg to ActlVltles 
C1ustenng enterprises according to subsector activities IS recommended as a 

viable strategy for prOViding physical Infrastructure more cheaply Since It would 
entail providing servICes to a single homogeneous group rather than to dispersed 
enterpnses 
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CHAPTER FIVE 

Entrepreneurship Development 
G 5 Namusonge 

An enterprIse culture IS an environment that prepares the community as a 
whole to take advantage of available busIness opportunities In the sOCIety It 

also provides support for entrepreneurs at all levels of development to realIse 
their potential regardless of gender, colour or race It has been establIshed that 
apart from money, busIness success depends crItICally on the personal attrIbutes 
of the entrepreneur-self-confidence creativity, Innovation and the drIve to take 
rIsks Wlthm this context entrepreneurship can be defined as a Splflt of 
recogniSIng opportunities and takIng rIsks by InvestIng resources In order to 
produce gaInful results through creativity, Innovation Increased efficiency and 
productivity 

An entrepreneur IS a person who IS able to Identify busIness opportunities 
and Implement actions to maximise those opportunities The entrepreneur 
Initiates enterprIse creation undertakes rIsks and manages resources to establIsh 
and operate a busIness enterprIse that IS capable of self sustenance Entrepreneurs 
are not necessarIly born with all these attrIbutes they can be taught to recognise 
and nourIsh their capabilIties Entrepreneurship development then entails 
changmg attitudes m a way that can mculcate In potential entrepreneurs the 
philosophy of WInners that gives them a vIsIOnary focus 

STAGES OF ENTREPRENEURSHIP DEVELOPMENT 

For rapid economic growth and development a country reqUIres a strategIC 
approach to developmg ItS entrepreneurs and enterprIses An entrepreneur­

ship approach can be used to harness the tremendous amount of human re­
source capabilIties that eXist In Kenya for faster economic growth Strategic en­
trepreneurship development and promotion of an enterprIse culture can pro­
duce a mass of creative and mnovatlve Kenyans capable of developIng Into high 
profile entrepreneurs and IndustrIalIsts espeCIally among women and youth who 
constitute the majorIty of the population Such a strategy can create many busl 
nesses and employment opportunItles-Includmg self employment-Ieadmg to 
Improved standards of IIvmg, poverty alleViation and sustamable lIvelIhoods 
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The big question IS Who are Kenyan entrepreneurs? How many Kenyan 
entrepreneurs are there? Why have some entrepreneurs succeeded where many 
others have failed? How can we motivate our present and future generatIOns In 
order to Increase the numbers and success rate of Kenyan entrepreneurs? Kenya, 
lIke many developIng countrIes, has no shortage of traders and Informal 
mlcroenterpnses What It lacks IS enterpnsIng Indigenous Individuals engaged 
In small and medIUm enterpnses that are capable of graduatIng Into large 
enterprIses 

UnderstandIng who entrepreneurs are, and what they do, provides an essential 
startIng POInt for consideratIOn of polICies and strategies to Improve the delIvery 
of traInIng and bUSIness development servICes to MSE entrepreneurs 

The needs of entrepreneurs depend on the stages of entrepreneurIal activity 
Different needs anse at different stages of entrepreneurship development Indeed 
the levels of knowledge, skill and attitude reqUIred vary not only With the 
SOphistICation and baSIC educatIOn of the entrepreneurs Involved but as the 
bUSIness grows, With the entrepreneurs' recognItIOn of the changIng need for 
more formal learnIng The learnIng needs faced by entrepreneurs are claSSified 
Into four stages of entrepreneurIal development, as deSCrIbed below 

Pre Start-up Stage 

This IS the stage dunng whICh an entrepreneur acqUIres general awareness and 
OrIentatIOn towards small bUSIness and self-employment This pre start up stage 
of entrepreneurship Involves IdentificatIOn of bUSIness opportUnIties, the need 
to acquire motivatIOn and confidence and self appraisal of technIcal managerIal 
and personal abilIties At the pre start up stage, entrepreneurs recognIse the 
need to Increase their awareness understandIng and InSight Into entrepreneurship 
as a career option TraInIng programmes for this stage are done through awareness 
workshops as In the case of retirees women's groups, the unemployed and the 
underemployed Such traInIng may also be proVided In schools and colleges to 
reOrIent a CUrrIculum to address the lack of an enterpnse culture 

Busmess Start-up Stage 

This stage IS also called bUSIness creatIOn It Involves testIng a proposed bUSIness 
Idea agaInst the competence, attitude and Interest of a potential entrepreneur 
At bUSIness start up stage, the potential entrepreneur makes a definIte 
commitment to become self employed and begInS preparIng bUSIness plans With 
details of the operation of the proposed venture and the resource reqUIrements 
The key factors Involved In the bUSIness start-up stage Include bUIldIng motivatIOn 
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and commItment developmg necessary managerIal, technIcal and personal ablhty 
and acquIrIng the necessary physICal and finanCIal resources, mcludmg a busmess 
plan The mam concerns m startmg a busmess are vahdatlOn of the Idea, settmg 
the scale of operatIOn and moblhsmg the resources Trammg programmes at thIs 
stage of entrepreneurshIp development attempt to Impart motIvatIon and 
commItment to operate a busmess 

Busmess SUMval Stage 

The busmess survIval stage, also called the busIness maIntenance stage, IS the 
stage at whIch the entrepreneur has mastered the product and productIon process 
markets and basIC management of the enterprIse InterventIons at the busmess 
survIval stage Include consohdatmg the productIon processes and product quahty 
consohdatIng eXIstIng markets consolldatmg management and control systems 
In the enterprIse, upgradmg technIcal skIlls to maIntaIn reqUIred standards 
refinIng productIon processes and systems, and upgradmg marketIng strategIes 
to keep the enterprIse operatIOn on course 

Busmess Growth Stage 

The busmess growth stage mvolves the growth and development of self-employed 
bus messes usually WIth fewer than ten persons As the entrepreneur gaInS 
experIence pOSSIbIlItIes for expansIOn and growth of the bUSIness become 
avaIlable and as small enterprIses become larger, dIfferent bUSIness technIques 
and procedures are reqUIred In varIOUS phases of the busmess actIVIty The traInIng 
needs of groWIng bUSInesses vary substantIally and relate prImarIly to the 
development of broader aspects of management of the bUSIness, such as market 
dIverSIficatIOn product deSIgn, marketIng, and access to finance technology and 
networks 

ENTREPRENEURSHIP DEVELOPMENT POLICY IN KENYA 

The acquIsItIOn of relevant vocatIOnal technIcal and bUSIness skIlls IS generally 
regarded In Kenya as one of the crItIcal factors necessary for growth and 

development of mICro and small enterprIses For thIS reason the pohcy of 
provldmg technIcal and vocatIOnal traInIng at the prImary and secondary levels 
has been In place SInce 1986 when the MSE sector emerged as one of the key 
strategIes In Economic Management for Renewed Growth SInce then and espeCIally 
subsequent to the publicatIOn of SeSSIOnal Paper No 2 of 1992 the MInIstry of 
Research TechnIcal TraInIng and Technology (MRTTT) has proVIded the lead In 
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promoting an enterpnse culture In the country 
SessIonal Paper No 2 of 1992 contains a number of polIcIes and strategIes 

desIgned to remove the hmltatlOns faced by mIcro and small entrepreneurs, such 
as the low levels of business skIlls Inadequate gUIdance, advIce and counselling 
and Inappropnate marketing and product desIgn 

OveMew of the Polley Framework m Sesslonal Paper No 2 of 1992 

To achIeve the pohcy objectIves set forth In the SessIOnal Paper the Government 
requIred the MRTTT, In collaboratIOn wIth other relevant organIsatIOns, to 
undertake the following actIvItIes 

• Introduce entrepreneurshIp educatIOn m degree and dIploma programmes 
• Conduct m-depth market surveys penodlcally to IdentIfy emerging skIlls and 

abIlItIes needed In business 
• Develop mass medIa technIques for dlssemmatlon of informatIOn on all phases 

of self employment and entrepreneurshIp 
• Use innovatIve methods such as dIstance learning actIon learning groups 

self-instructIon materIals and short booklets on speCIfic business problem 
areas 

• Tram MSE operators and theIr workers m technIcal, managenal and 
entrepreneurshIp skIlls and offer extensIon servIces/technIcal assIstance m 
such speclaltsed areas as accountmg cash flow management, product 
development and use of approprIate technology 

• Estabhsh rural business centres In the small enterprIse sector for informatIon 
dIsseminatIOn research product development and programme promotIon 

• Develop cUrrIcula for apprentICeshIp courses so that an organIsed approach 
to tralnmg can be adopted 

• ProVIde incentIves for graduates to contInue attendIng short refresher courses 
pertamIng to self-employment, entrepreneurshIp development and skIlls 
enhancement 

Implementatlon Status of the PohCles 

Of the eIght pohcy actIOns recommended In SeSSIonal Paper No 2 of 1992 only 
the last four were partIally Implemented Even these were not properly Interpreted 
and targeted to mcrease the number of mdlgenous entrepreneurs or Improve 
the productIVIty of eXlstmg enterprIses 

As recommended m the SeSSIOnal Paper, tralnmg of entrepreneurs was 
mtroduced In a number of local UnIVerSItIes, technIcal trainIng InstItutIOns and 
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youth polytechnics A cUrriculum was prepared at the artIsan craft, technicIan 
and hIgher dIploma levels and a new hIgher dIploma programme and a two-year 
master s degree In entrepreneurshIp development were establIshed An 
EntrepreneurshIp Development Unit (EDU) was also set up wIthIn the MRTTT to 
provIde polIcy gUIdelInes In entrepreneurshIp traInIng 

The first master's degree programme was Introduced at Kenya Technical 
Teachers College (KTTC) In 1990 and later moved to jomo Kenyatta UnIversIty of 
AgrIculture and Technology The programme had as Its goal to produce traIners, 
researchers and admInIstrators wIth skIlls In entrepreneurshIp and enterprISe 
development ThIS was a very strategIc actIon for promotIng an enterprIse culture 
as stIpulated In the Seventh NatIonal Development Plan (1994-1996) 

AccordIng to a recent study, 41 vocatIOnal technIcal InstItutes In the country 
have Introduced a three-year entrepreneurshIp educatIon programme graduatIng 
55,000 students every year-ofwhom 85% go Into self-employment Some 66% 
of the MSc entrepreneurshIp programme graduates had already started theIr 
own enterprIses at the tIme of the survey 

The favourable polIcy envIronment has spurred the establIshment of a wIde 
array of programmes In entrepreneurshIp development at many InstItutIOns and 
organIsatIons These Include Kenya InstItute of BusIness TraInIng Small BusIness 
Centres the MICro and Small EnterprIse TraInIng and Technology Project, Kenya 
Management AssIstance Programme (K-MAP) and Kenya InstItute of Management 
(KIM) Others are FederatIon of Kenya Employers TechnoServe ApproTec, Export 
Development Agency (EDA), StrengthenIng Informal Sector TraInIng and EnterprIse 
(SITE) Small EnterprIse Development and Employment CreatIOn OrganIsatIon 
(SEDECO) Improve Your BusIness (IYB), Small EnterprIse ProfessIonal ServIces 
OrganisatIon (SEPSO) Small and MICro EnterprIse Development (SAMED) Kenya 
Rural EnterprIse Programme (K REP), UnIted DIsabled Persons of Kenya (UDPK) 
and Kenya EntrepreneurshIp PromotIon Programme (KEPP) Plan InternatIOnal, 
Undugu SocIety Kenya IndustrIal Estates ActlOnAld, Women EnterprIses 
Development, Kenya Women FInance Trust (KWFT) Kenya NatIonal Chamber of 
Commerce and Industry (KNCCI) jlsaldle, Kenya Gatsby CharItable Trust, and 
Product DesIgn and Development Centre are other organIsatIOns that provIde 
entrepreneurshIp development servIces 

Pre start-up programmes 
The first pre start-up traInIng course In entrepreneurshIp development for mIcro 
and small enterprIses was Introduced at Kenya TechnIcal Teachers College (KTTC) 
In 1990 USIng finanCIal resources from UNDP The traInees were expected to 
buIld capaCIty of the MRTTT to promote entrepreneurshIp In technical InstItutes 
and polytechnIcs The course was then InstItutIOnalIsed at jomo Kenyatta 
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University of Agnculture and Technology OKUAT) In 1992 The overall goal of the 
programme was to provide learners with knowledge and skills to serve as trainers, 
researchers and administrators of programmes supportmg small enterpnse 
development A subsidiary goal was to equip learners with skills to enable them 
to start and develop their own enterpnses 

A higher diploma In entreprenuershlp was started at the Kenya Technical 
Teachers College to build the capacity of MSE support mstltutlons The 
entrepreneurship training programme at JKUAT, which now offers a Master of 
SCience In Entrepreneurship, initially started to train MRTTT personnel and to a 
limited extent Ministry of Education personnel to become teachers In technical 
training institutions Currently, the MSc entrepreneurship programme IS eqUipping 
trainees With skills to enable them to set up and run their own bUSinesses Pre 
start up training In technical skills IS also offered In technical training institutes 
institutes of technology and natIOnal polytechnics as well as NGOs such as the 
Undugu SOCiety 

Busmess start-up programmes 
BUSiness start up training IS offered by the Kenya Institute of BUSiness Training 
(KIBT) and the 17 Small BUSiness Centres (SBCs) establIshed by MRTTT In some 
of the technical training institutions The services offered by SBCs Include teaching 
of entrepreneurship for bUSiness start up training counselling, consultancy and 
networking Each centre has a standardised SBC brochure, a bUSiness start up 
programme SBC database, gUidelines for IdentifYing entrepreneurs from among 
graduating students and training needs and strategies for enhanCing women's 
participation In entrepreneurship 

AtJKUAT 241 graduates have been trained In entrepreneurship and bUSiness 
start up These graduates are also receiVing counselling servICes at the same 
U11lVersity Out of the 241 graduates trained, 40 have started their own bUSinesses 
The entrepreneurship Unit IS taught to students In technical institutes and diploma 
and degree programmes 

Since the inception of the entreprenuershlp training actiVity, more than 100 
graduates from MOl UniVersity, Mombasa Polytechnic, Kenyatta U11IVersity and 
U11IVersity of Nairobi have been trained In entrepreneurship and bUSiness start­
up At Kenyatta U11IVerslty, there IS an entrepreneurship Unit for commerce and 
bUSiness studies for undergraduate students and plans for master's and PhD 
programmes 111 entrepreneurship development The FederatIOn of Kenya 
Employers and the U11IVersity of Nairobi are running attachment programmes to 
give U11lVersity graduates Industnal expenence and entrepreneunal onentatlOn 
The entrepreneurship U11lt 111 the Department of Quantitative Skills at MOl 
U11IVersity offers the course to students In other departments At Kenya Tech11lcal 
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Teachers College, the entrepreneurship programme IS taught to diploma graduates 
from polytechmcs and focuses on provldmg entrepreneurship skills The products 
of the programme finally end up teachmg In technical mstltutlOns The 
Entrepreneurship Department provides entrepreneurship service to the techmcal 
departments So far, KTTC has tramed over 130 higher diploma graduates 

Busmess sumval and growth programmes 
Business survival and growth trammg IS being offered by a wide array of 
government agenCies, pnvate consulting firms and NGOs With actiVIties In the 
MSE sector, including Kenya Institute of Management (KIM), Federation of Kenya 
Employers (FKE), TechnoServe ApproTec and K-MAP Courses offered Include 
technology, counsellmg, bookkeepmg accountmg, marketmg busmess 
management, extensIOn services and productIOn management In addition, the 
World Bank's MICro and Small Enterpnse Training and Technology Project IS 
addressing the training needs for growth of manufactunng bUSinesses uSing 
technology, Infrastructure and skills development interventIOns Training m both 
management and skills IS being offered through a product-focused, market-dnven 
voucher training programme Technology and bUSiness development vouchers 
Will be proVided to manufacturing bUSinesses shOWing potential for growth and 
subsector studIes are planned to Identify technologIes for development to 
leverage the greatest Impact by subsector 

Since 1988 the Government and the pnvate sector both have been retrenching 
the work force Most of the re-deployed and retrenched employees are skilled 
and expenenced The Government IS collaborating WIth MSE support instItutIOns 
to assist these former employees to venture Into bUSiness Some of the most 
common institutional support programmes are offered by KIM, K-MAP SEDECO, 
KEPP KWFT FKE, KIE and KNCCI among others These institutions offer Integrated 
services including adVIsory servICes on bUSiness creation marketing, operations 
management finanCIal control and productiVIty Improvement 

Consultancy services are offered to the MSE sector by over 200 consultmg 
firms Areas of assIstance cover accounting feasibilIty studIes market surveys, 
management audIt, orgamsatlOn and staff development plannmg, and preparation 
and appraIsal of projects Consultants are also prepared to proVide assistance 
for project Implementation, plant and equIpment maintenance deSIgn and 
Improvement of production processes, and deSIgn of eqUipment such as jlkos 
and fixtures Or they may help With installatIOn of qualIty control systems 
prototype development and deSign, modificatIOn of machmery, and 
standardisatIOn of products 

One-on-one bUSiness counselling IS mamly carned out by K-MAP where staff 
provide training and counsellmg for small busmesses The orgamsatlon has a 
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roster of over 600 counsellors 10 all subsectors It also runs bUSIness start-up 
programmes (especially for women), and survival and growth programmes In all 
subsectors for MSEs 

IMPLEMENTATION WEAKNESSES AND GAPS IN POLICY 

W hile entrepreneurship traInmg programmes for micro and small enterprises 
are already beIng offered In a number of the Universities and technical 

traInIng Institutions there has been poor coordInation among these Institutions 
ThiS has led to duplication of activIties and suboptimal use of scarce resources 
Furthermore the Institutional focus and traInmg approaches are carned out 
through programmes that are not complementary The eXlstmg trammg 
InstitutIOns have lImited staff and mad equate capacity to proVide training for a 
broad range of trades 

In many cases the trammg proVided by MSE support mstltutlons falls to 
appreciate and address the emergmg/changmg needs of entrepreneurs Often, 
the trammg does not take mto account entrepreneurs' needs for finanCial and 
techmcal assistance There IS need to link the entrepreneur to financial mstltutlons 
to ensure that services are provided as an mtegrated package 

A survey of 15 small busmess centres located m trammg mstltutlons revealed 
that the role of the SBCs IS not clearly defined and understood by the 
Implementors Heads of SBCs viewed them as an extension of formal trammg 
programmes and had not succeeded m securing adequate management effiCiency 
More specific problems facmg SBCs mclude madequate phYSical faCIlities and 
equipment, mabillty to source fund 109, low enrolment, lack of an overall SBC 
coordmatlon polIcy, and conflict between already established production Units 
and SBC activities 

Entrepreneurship trammg programmes have mvolved expansion of vocatIOnal 
and technical trammg m youth polytechnics, technical schools, mstltutes of 
technical tramIng and natIOnal polytechmcs However the mformal sector In Kenya 
does not benefit from entrepreneurship tram 109 directly To fill thiS gap, a more 
comprehensive entrepreneurship development policy should have been 
considered and formulated to cater for every entrepreneur, regardless of 
educational background 

The Increasmg numbers of players mvolved m proViding skills tram 109 to 
MSEs are not gUided by a coherent trammg polIcy In order to offer coherent 
tram 109 to MSEs the Government should have conSidered deslgnmg a long term 
tram 109 strategy and polIcy statmg ItS role and that ofthe other players Such a 
polIcy should be geared towards promotmg cost-effiCient programmes 

Kenya s 8 4 4 CUrriculum mcludes objectives that relate to the development 
of entrepreneurial skills and attitudes at pre-school primary, secondary and 
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tertIary levels In practIce, the concept of entrepreneurshIp educatIOn has been 
related to provIsIon of employable attItudes and skIlls The assumptIon has been 
that after acquIrIng the trade SkIlls, learners would be able to create theIr own 
Jobs There IS need to reorient the cUrrIculum to mclude entrepreneurial skIlls 
whICh WIll gIve the confidence to use skIlls gamfully through creatIon of mcome­
generatmg actIvItIes The madequate recogmtlon of on-the Job trammg for MSEs 
through apprentICeshIp and the bus mess creatIOn programmes at the mIddle 
level also need to be addressed 

One of the major gaps 10 the polIcy IS the faIlure to recogmse the Importance 
of the 1OstltutlOnal framework for entrepreneurshIp For mstance If one of the 
attributes of an entrepreneur IS the wIllmgness to take risks m purSUIt of profit 
opportumtles then It IS lIkely that many entrepreneurs WIll faIl Yet Kenya's 
bankruptcy laws pumsh financIal faJiure by denY10g the bankrupt CIVIl rights 
EntrepreneurshIp also thrives where commumty partIcIpatIOn takes place It IS 
therefore ImperatIve to Imtlate commumty based ventures WIth multIple effects 

EntrepreneurshIp opportumtles thrive best under the followmg conditions 

• CondUCIve envIronment characterised by effiCIent phySICal and 1OstltutlOnal 
1Ofrastructure, SImplIfied regIstratIon and IIcens10g procedures, and 1Ovestor 
friendly taxatIon 

• IncentIVes and speclOJ schemes such as taxatIon and 10terest rates to attract 
mdlvlduals to 10vest m mICro, small and medIUm enterprises CritIcal here IS 
the avaIlabIlIty of affordable 10vestment and trad10g capItal ThIS IS an area 
where the Central Bank Investment PromotIOn Centre, CapItal Markets 
AuthOrity and NaIrobI Stock Exchange can develop new Imtlatlves 

• EaSIly acceSSIble domestIC and foreIgn markets where Kenyan products from 
MSEs are competItIve ThIS entaIls more emphaSIS on product deSIgn and 
development to mcrease qualIty based on chang10g world consumer trends, 
plus aggressIve promotIon and trade mISSIons by the M10lstrles of Trade and 
ForeIgn AffaIrs and the Kenya NatIonal Chamber of Commerce and Industry 

At the busmess start-up surVIval and growth stages the focus has been on 
busmess development servIces whose appropriateness needs dIagnostIc appraIsal 
to establIsh the extent to whIch they are demand driven and value add10g 
Important consIderatIOns such as support systems and mcentlves to faCIlItate 
entrepreneurs to explOIt avaJiable opportumtles are mad equate 
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PROPOSED POLICY INTERVENTIONS AND PROGRAMMES 

In order to effectively Implement the recommendatIOns of SessIOnal Paper No 
2 of 1992, and to remove constraints expenenced by enterpnse development 

programmes (EDPs), It IS necessary to Improve programme deSign, enhance the 
professIOnalism of staff In promotional institutions, and coordinate 
ImplementatIOn of programmes to aVOid duplIcation and Increase effectiveness 
This Will also ensure complementanty of entrepreneurship programmes raise 
their cost effectiveness and focus them on the needs of rural commumtles A 
number of interventions are proposed to accomplish thiS 

Interventlon 5 1 - Estabhsh an Entrepreneurshlp Development Secretanat 

In order to provide adequate coordinatIOn ofEDP actiVities and aVOid duplIcatIOn 
of effort and resources, It IS proposed that entrepreneurship development 
programmes In Kenya be coordinated by a ten member programme secretariat 
The Chair should be the Permanent Secretary In the Ministry of Planning and 
National Development The secretanat membership should comprise three pnvate 
sector representatives, two NGO representatives, three donor representatives 
and two government offiCials These will be drawn from chief executives of 
Federation of Kenya Employers, Kenya Bureau of Standards, Kenya ASSOCiatIOn 
of Manufacturers, Export Processing Zones Authonty, Jomo Kenyatta Umverslty 
of Agnculture and Technology Kenya Industnal Research and Development 
Institute, Kenya National Chamber of Commerce and Industry, and the Nairobi 
Stock Exchange Others Will Include Kenya Institute of Management, Kenya Women 
Fmance Trust, Product DeSign and Development Centre FIDA, Ministry of 
IndustrIal Development and the Kenya NatIOnal FederatIOn of Jua Kah 
ASSOCiations The secretanat Will meet once a month for the first year, and then 
quarterly In subsequent years Its actiVities should mclude resource mobilIsation 
and momtorIng and evaluation of performance of the enterprise development 
programme 

Interventlon 5 2 - Refocus School Curncula 

In order to meet the needs of schoolleavers or to bring them more In line With 
natIOnal Ideological aspirations, polIcy Initiatives should be taken at national 
level to reonent CUrricula to Introduce enterprise education In schools Given 
the actual compleXity and scope of enterpnse educatIOn, the reonentatlOn could 
take one of three strategic optIOns These are self employment promotion (SEP) 
through the core CUrriculum only, SEP through core CUrriculum as well as 
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additional work-oriented subjects m the cUrrIculum, and SEP through core and 
speCial subjects, with a further provIsion of extra-oriented subjects m the 
cUrrIculum Each option can be worked out as a broad OrientatIOn to work, 
Includmg self-employment, or as a more specific or focused preparation for 
business but adjusted to meet needs of alternative target groups such as pupils, 
youth and those participating m adult education programmes 

To address specific needs of the various levels of entrepreneurs, It IS proposed 
that the Regional Centre for Enterprise Development at JKUAT and other MSE 
support institutions be strengthened to provide trammg and entrepreneurship 
at pre start up, start-up, maintenance and growth stages for graduates of 
umversltles and techmcal institutes The regional centre should among other 
thmgs design demand driven programmes and develop self-instruction materials 
The support accorded to the graduates of these mstltutlons wIll facIlItate 
expansion of the "missing middle" category of programmes-where such 
busmesses employ more than ten employees Such programmes should be 
supported by provIsion of Infrastructure, technology, finance trammg and other 
mcentlves 

Intervention 5 3 - Install Entrepreneurshlp Apprentice Systems 

It IS proposed that an innovative apprenticeship system be established to Impart 
techmcal and self-employment skills to graduates from polytechmcs Kenya 
Management Assistance Programme Kenya Entrepreneurship PromotIOn 
Programme and other MSE support institutions should be strengthened to develop 
certification courses of SIX months and less The courses should cover all stages 
of entrepreneurship Other actors will be umversltles, polytechmcs and techmcal 
institutions The outcomes would be developed courses, tramed graduates of 
polytechmcs and ultimately the number of businesses established 

Intervention 5 4 - Conduct Research and Follow-up Studles 

ActIOn Oriented research should be undertaken and tracer studies conducted to 
determine the effects of entrepreneurship training on career aspirations, Job 
satisfaction and career chOIces of vocational and techmcal graduates The research 
IS expected to Identify speCialIsed areas of EDP training 

Intervention 5 5- Focus on EDP Sustamablhty 

Donors have been active In supportmg public mstltutlons and NGOs provldmg 
services to the small enterpnse sector UNDP, World Bank, USAID DFiD and the 
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Netherlands Embassy are currently key players Such support wIll not contmue 
forever and demand driven EDPs should be organised to ensure self-financmg 
Fund ralsmg could supplement the donor efforts, and entrepreneurs should pay 
a nommal fee to obtam the trammg A percent fee IS bemg paid m the World 
Bank funded project m the Mmlstry of Technical Trammg 

Interventl0n 5 6 - Strengthen Formal Entrepreneurshlp Trammg 

To strengthen ImplementatIOn arrangements for EDPs, eXlstmg mstltutlOns that 
already have trammg programmes should be focused and made responsIve to 
various needs of the entrepreneurs BasIc standards of trammg and resources 
need to be further strengthened These mstltutlons mclude KTTC, the publIc 
and private UniVersItIes, and natIonal polytechnics 

Interventlon 5 7 - Duect Asslstance to Entrepreneurs 

A lot of ground has been covered by the mtroductlon of entrepreneurshIp studIes 
m most levels of educatIon and trammg However, the trammg rarely goes beyond 
the gates of mstltutlOns, and no follow-up of graduates IS undertaken The 
Government and specIfically the MRTTT In collaboratIon WIth relevant mstItutlons 
should go a step further m asslstmg graduates to start theIr own busmesses 
Further assIstance should be accorded to enterprises that exhibIt growth oriented 
behavIOur, especially for the acquIsItIOn of technology, technologIcal skIlls and 
trammg m management of own enterprises 

Interventl0n 5 8 - Reach Out to the Jua KalJ Sector 

Current pre start-up programmes reach only the 40,000 tramees enrolled m 
technical and vocatIonal traInmg InstItutions In order to create a more wIdespread 
enterpnse culture, mechanisms should be put m place to reach the entrants to 
theJua kall sector so that they possess the right attItudes m preparation for self 
employment ThIS ImplIes startmg enterprise educatIOn programmes at secondary 
school level, where the total enrolment IS 640,000 students m 3,000 schools 

Interventl0n 5 9 - Support the Creatl0n of New Busmesses 

Most of the current mterventlOns are dIrected towards eXlstmg enterprises 
CreatIOn of new busInesses has clearly been neglected The InterventIOnists should 
work closely WIth theJua kalls to IdentIfy busmess opportunitIes that can attract 
fundIng especIally from the financIal sector IdentIficatIon of these opportunities 
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should be done by districts whereby each district Identifies the opportunities 
and seeks mvestors 

Intervennon 5 10 - Tap the Techmcal Skllls of Retrenched Employees 

Retrenched graduates with technical backgrounds should be encouraged and 
assisted to undertake entrepreneurship development trammg The people m 
this target group bring with them their years of experience m productIOn and 
other areas and their severance packages would constitute ready mvestment 
capital Overall, graduates with technical and sCientific preparation constitute a 
target group with the right preparatIOn for entry mto the sector 

Intervennon 5 11- Focus on Subsector RequIrements 

EXlstmg mterventlons are largely of a general nature and do not address the 
specific subsectors and constramts and how these should be removed to enhance 
growth Closer attention should be paid to products and subsectors with potential 
for growth Appropriate subsector packages and capacities to dehver the same 
should be developed 
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CHAPTER SIX 

Business Development Services 
Joseph NgUgl 

EntrePI eneurshlp development IS the process of InculcatIng creatIvIty, InnovatIOn 
and drIve In potentIal entrepreneurs to motIvate them to take busIness rIsks 

and gaIn the self-confidence needed to establIsh busInesses EntrepreneurIal 
awareness IS partIcularly Important to enable mIcro and small enterprIses (MSEs) 
to graduate from survIval actIvItIes Into large productIve operatIons BusIl1ess 
development services on the other hand refer to auxIlIary servIces provIded to 
mICro and small entrepreneurs to Improve and promote the performance of theIr 
busInesses These servIces formerly referred to as non financIal servICes Include 
traInIng, counsellIng mentorIng advocacy consultancy adVIce InformatIon 
faCIlItatIng networks and subcontractIng 

WHO NEEDS BUSINESS DEVELOPMENT SERVICES 

M SEs need dIfferent servICes at dIfferent stages of development WhIle 
entrepreneurshIp programmes generally address the needs of potentIal 

entrepreneurs bUSIness development servICes target entrepreneurs at start-up 
survIval and growth stages These servIces focus on three categorIes of constraInts 
faced by mIcro and small entrepreneurs Internal constraInts such as low levels 
of bUSIness management skIlls external constraInts such as unfavourable 
operatIng polIcy envIronment and access constraInts such as Inadequate or lack 
of access to markets technology and InformatIon 

An entrepreneur who has made the commItment to establIsh a bUSIness needs 
further motIvatIon bUSIness management skIlls and phYSIcal and financIal 
resources for the planned bUSIness BUSIness development servIces (BDS) 
programmes at start up proVIde InformatIOn on bUSIness reqlllrements and access 
to the requIred resources, IncludIng technology and markets 

The needs of entrepreneurs at the bUSIness survIval and maIntenance stage 
Include consolIdatIon of productIon processes markets management and control 
systems ServIces are generally needed In upgradIng bUSIness management skIlls 
and refinIng productIOn techmques control systems and marketIng strategIes 
At bUSIness growth stage an entrepreneur has gaIned experIence In runnIng the 
bUSIness and has IdentIfied mches for expansIOn and growth Entrepreneurs at 
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thIs stage look for servIces In market dIversIficatIOn product desIgn, new 
productIon processes, modern control systems, finance and networks 
Programmes that proVIde busmess servIces address the IdentIfied needs and 
faCIlItate networkmg among MSEs for mformatlon sharmg and lobbymg 

POLICIES ON BUSINESS DEVELOPMENT SERVICES IN KENYA 

SessIOnal Paper No 2 of 1992 proposed Improvements m the delIvery of 
busmess development servIces to remove lImItatIOns faced by MSEs, from 

the lack of an enterprIse culture and low levels of bus mess SkIlls, to madequate 
programmes for gUIdance, counsellmg, marketmg and product desIgn These 
lImItatIOns have been caused by factors such as shortage of tramed personnel 
lack of needs assessment and, m general an ad hoc approach to programme 
development 

To achIeve the polIcy objectIves set forth m the SessIOnal Paper, the MInIstry 
of Research, TechnIcal Trammg and Technology (MRTTT), m collaboratIOn WIth 
partner mmlstrIes and other relevant organIsatIOns, was requIred to undertake 
the followmg 

• 

• 

• 

• 

• 

Conduct perIodIC In depth market surveys to IdentIfy emergmg skIlls and 
abIlItIes needed m busmess 
[dentlfy new potentIal markets m rural areas WIth a vIew to InItlatmg small 
enterprIses 
Develop mass medIa technIques for dlssemmatIng InformatIOn on all phases 
of self employment 
Tram MSE operators and theIr workers m technIcal and managerIal skIlls and 
offer extensIOn servIces/technIcal assIstance In speCIalIsed areas lIke 
accountmg cash flow management product development and use of 
approprIate technology 
EstablIsh rural busmess centres m the small enterprIses sector for mformatlon 
dlssemmatlOn research, product development and programme promotIOn 

The DIrectorate of Personnel Management (DPM) was charged WIth the 
responSIbIlIty of settIng prIorItIes for tramIng programmes for MSE development 
[n partIcular DPM was to IdentIfy SUItable women officers for trammg whIle 
ensurmg that publIc sector orgamsatlons would make more use of eXlstmg 
entrepreneurs and artIsans m theIr traInmg programmes 

The actIOn plan (1992-1994) of the SesslOna[ Paper reqUIred the MInIstry of 
[nformatlOn to IdentIfy and promote successful women entrepreneurs as role 
models and the Central Bureau of Statlstlcs-a department of the MInIstry of 
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Planning and National Development-to faCilitate collectIOn of data on women 
entrepreneurs To address the external constraints facing eXisting and potential 
micro and small entrepreneurs the SessIOnal Paper reqUIred the MRTTT and the 
Ministry of Culture and Social ServICes to initiate the formatIOn of MSE sectoral 
assoCIatIOns for educating and lobbYing for the MSEs' Interests and concerns In 
addition an assoCIatIOn of small enterprise development consultants was 
proposed to offer consultancy servICes reqUIred by MSEs 

Access to markets was addressed by directing the Ministry of Commerce and 
Industry, In consultation With relevant organisatIOns, to estabhsh a subcontracting 
exchange programme The programme would promote pnvate sector based 
subcontracting between small and large industries It would also encourage inter­
Industry lmkages as a means of stimulating demand for and supply ofMSE products 
and servICes The programme would also enhance capaCity In product design 
and packaging to SUIt the demands and tastes of the export market as well as m 
production management technology matenals costmg and prlcmg The Mmlstry 
of Planning and NatIOnal Development was reqUIred to initiate studies on the 
feasibility of subcontracting between large and small enterpnses The SeSSIOnal 
Paper also proposed that the Government use public procurement procedures 
and regulations to assist MSEs to find markets for their products In the public 
sector 

The Export PromotIOn DIvIsion of the Ministry of Commerce and Industry 
was reqUIred to ensure that overseas markets were actively searched for POSSI­
ble exports of MSEs' products and to disseminate informatIOn regarding these 
potential markets more Widely In addition the District Development Officers of 
the Ministry ofIndustnal Development were to dlssemmate market information 
to MSEs 

Access to technology was also a concern of the SeSSIOnal Paper The Kenya 
Industrial Research and Development Institute (KIRDI) In collaboratIOn With 
Universities and appropnate ministries was to Identify MSEs technology research 
needs conduct research adapt and develop appropriate technologies and 
disseminate the results to MSEs An Inter University Industry Link Committee 
was proposed as a means of stlmulatmg Industnal and economic development 

The Sessional Paper highlighted poor information gathenng and dlssemlna 
tlOn Includmg lack of adequate extensIOn services and weak institutional infra­
structure as two of the most senous problems relatmg to MSEs access to Infor 
matlOn It therefore proposed the use of eXisting institutions to faCilitate 1m 
proved mechamsms for information resource sharing research tralmng and other 
promotIOnal activities to enhance MSEs access to InformatIOn 
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STATUS OF IMPLEMENTATION OF POLICIES IN SESSIONAL PAPER NO 2 OF 1992 

Programmes Addressmg Internal Constramts of Entrepreneurs 

I(enya has over 500 registered busmess development service providers 
They offer MSEs such services as business planning, cash-flow proJectIOns, 

auditing busmess skills trammg product design and development, business 
counselling, consultancy and bUSiness systems deSign Some of the leading service 
providers are Kenya Management ASSistance Programme (K-MAP), Kenya Institute 
of BUSiness Training (KIBT) Improve Your Busmess (IYB) and Kenya Institute of 
Management (KIM) DIstrict trade offices and small bUSiness centres provide sImilar 
servICes 

The majority of these proVIders offer programmes that address the Internal 
constraints of entrepreneurs, particularly tramlng Their various traIning products 
Include Improve Your Busmess (IYB) technIques, growth programmes, and 
competency based economIes through formatIon of enterpnse 

Other Initiatives for proViding BDS are bUSiness one stop shops (BOSS) and 
bUSiness servICe centres (BSC) Busmess one-stop shops sponsored by DFID, are 
situated m Machakos NaIrobI ThIi<a and Klsumu, BSCs were started by 
TechnoServe under the auspIces of the MlCroPED project DFID helped to establIsh 

four institutions based on the BOSS concept and the MlcroPED project has already 
establIshed three BSCs, one each m Meru, NaIrobi and Nakuru 

BOSS and BSCs target start ups eXlstmg and potential entrepreneurs The 
BOSS concept aImed to proVide a range of servICes that MSEs require under one 
roof but thiS proved to be less cost effective for a Single organisatIOn BOSS 
now uses lInkages and referrals while speClalIsmg m proVISIOn of key servICes 
that have real demand In the market BSCs use a subsector approach to determine 
the most cost-effective BDS to enhance MSE growth create employment and 
Increase household mcomes 

Another mechanism IS the mlcro-busmess pomt project whICh IS JOintly 
proposed by United NatIOns Conference on Trade and Development (UNCTAD), 
Government of Kenya and UNDP The project IS stIli on the draWing board and 
WIll soon be launched With an aIm to fill some of the gaps perceived m the 
delIvery of BDS m Kenya 

A most recent mnovatlon m busmess skills trammg IS the use of vouchers m 

training Introduced recently through the finanCIal assistance of the World Bank 
The pilot voucher programme referred to as The MICro and Small Enterprise 

Trammg and Technology Project (MSETTP), seeks to Improve entrepreneurs 
knowledge In productIon and technology for wood work, metal work and textiles 
and the repaIr technologies In motor vehICle mechaniCS 
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The Directorate of Personnel Management, through the sponsorship of donors 
and partiCIpation of the Department ofInternal Trade of the Ministry of Trade, 
has initiated training programmes targeting MSE development The programmes 
give prIOrIty to women personnel and entrepreneurs The Department ofInternal 
Trade assists In the IdentificatIOn of the partiCIpants for the training 

The majorIty of 8DS providers lIke KIM K-MAP TechnoServe and the 
FederatIOn of Kenya Employers offer Integrated programmes Except for the 
MlcroPEO project which targets the agrIbusmess subsector the programmes 
focus onJua kalI artisans and offer mamly traInmg at the expense of other business 
development servICes None Integrate technical and managerIal services and 
their mabllIty to develop assistance programmes that address the real needs of 
MSEs makes these programmes less attractive to MSEs 

One on one busmess counsellmg IS carned out by most 80S providers K­
MAP s counsellmg concept IS based on the belIef that large industrIes are also 
mterested m the development ofMSEs A number oflarge busmesses, mdlvlduals 
and other MSE service providers contrIbute their staff time to K MAP to facIlItate 
training and counsellIng of small busmesses The organisation has over 600 
counsellors m varIOUS busmess areas 

Programmes Addressmg External Constramts of Entrepreneurs 

As recommended m SessIOnal Paper No 2 of 1992 the MRTTT faCIlItated the 
formation ofJOO sectoral associatIOns with 6,000 members located all over the 
country especially In urban centres and rural towns and an umbrella 
organisation-the Kenya National Federation of Jua Kall ASSOCiatIOns (KNFJA) 
Another umbrella organisation referred to as the Kenya OrganisatIOn of Small 
and MedIUm EnterprIses (KOSME) was formed when In fightmg began among 
KNFJA members The roles of KNFJA are to assist m (a) recognIsmglIdentlfymg 
bona fideJua kall assoCIatIOns (b) proceSSing applIcation forms forJua kalI artisans 
(c) Identlfymg and addressmgJua kalI needs (d) allocatmg resources and benefits 
to genume Jua kah artisans (e) dlssemmatIng mformatlon and (f) lobbymg for 
Improved operatmg environment for ItS members 

A number of subsector assoCIatIOns have also been establIshed, notable among 
them bemg the Kenya ASSOCiatIOn of Metalworkers and FabrIcators the Food 
Processors ASSOCiatIOn of Kenya and the ASSOCiatIOn of Kenya Textile Workers 
The Kenya Entrepreneurship Trainers and Consultants ASSOCiatIOn (KETCA) was 
formed In 1992 to proVide standards for the provIsion of entrepreneurship trammg 
and consultancy In the country One of ItS alms was to develop a database of the 
lead consultants m entrepreneurship for linkages and referrals to the mstltutlOns 
and individuals demandmg their services The aSSOCIation also collects and 
dlssemmates information on entrepreneurship m the country 
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Programmes Addressmg Entrepreneurs' Access Constramts 

In Implementing the recommendations of SessIOnal Paper No 2 of 1992 the 
former Ministry of Commerce and Industry collaborated with K MAP to establish 
the Kenya Subcontracting and Partnership Exchange Programme The purpose 
was to faCIlitate subcontracting between large companies and MSEs Dunng the 
programme penod only 50 market linkages were established between MSEs and 
large firms 

The National CouncIl for SCience and Technology established a task force to 
draw up a new policy paper on sCience and technology The policy paper was 
supposed to proVide operatIOnal gUidelines covenng the selectIOn transfer and 
regulation of foreign technology and was expected to be ready by the end of 
1994 The University Industry Link Committee was also constituted to faCilitate 
transfer of technology from university researchers to MSEs 

The K-REP Anfu Centre for Information on MSEs was established In 1993 
after an initial study commissioned by the Ministry of Planning and NatIOnal 
Development and funded JOintly by DFID and UNDP Anfu offers easy access to 
computer database files and hard copies of literature on MSE development In 

Kenya It has information on more than 2 300 titles, over 90 institutIOns and 120 
projects 

There are at least 32 databases containing substantial information on MSEs 
The most notable are the InformatIOn Services on Technological Alternatives for 
Development (INSTEAD) database which was sponsored by ILO under the Centre 
for Development InformatIOn (CDI) programme, and the Kenya Technical Trall1l11g 
College (KTTC) database The CDI database has II1formatlOn on MSEs 111 Afnca 
and other developll1g countries and can direct users to all other databases because 
they use Similar network systems The KTTC database has over 10,000 Items 
II1cludll1g a substantial amount of II1formatlOn on MSE resources and outreach 

One constrall1t to information dlssemmatlOn IS the conSiderable ambigUity 
111 the definition of MSEs With different studies adoptll1g different approaches 
As a result MSE materials are claSSified differently by different databases, which 
makes retrieval of documents difficult even though they may be available 

The MlI1lstry of Research, Technical Trall1l11g and Technology has been co 
sponsonng With British American Tobacco (BAT) Kenya annual exhibitIOns for 
products ofMSEs 111 order to create market awareness of the products and Improve 
the Image and performance of the MSE sector ThiS has been complemented by 
secondment of officers from the Department oflnformation to MRTTT to help 111 

developmg press releases and coverage of the proceedll1gs of the annual 
exhIbItIOns The sponsorll1g organisatIOns cater for 60 percent and 40 percent of 
the total exhibitIOn costs respectIvely 
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Four technical committees were also established to faCilitate information 
shanng coordinate MSE programmes and mOnitor the ImplementatIOn progress 
of the policy framework Each technical committee focuses on a particular range 
of poliCies and support services The policy technical committee IS responsible 
for Issues on enablmg environment the credit technical committee IS responsible 
for Issues on access to credit the gender technical committee IS responsible for 
gender Issues, and the non-finanCial promotional programmes technical 
committee IS responsible for mOnltonng the ImplementatIOn of poliCies on 
business development services 

POLICY IMPLEMENTATION WEAKNESSES AND CONSTRAINTS 

The responSibilities for Implementmg some polIcy measures In Sessional Paper 
No 2 of 1992 were not allocated to any speCific government mmlstry or 

private sector organisatIOns, but were left open for the Government to Implement 
In such cases, follow up for Implementation was not undertaken 

In some other cases the ImplementatIOn of policy measures was assigned to 
organisatIOns or government mlnlstnes With limited ability to reach all MSE target 
beneficlanes Moreover the SessIOnal Paper did not allocate resources for 
ImplementatIOn or Identify strategies for resource mobilisatIOn ThiS hmdered 
the effective ImplementatIOn of the poliCies contamed m the SessIOnal Paper 

There has been an Increasmg number of players Involved m the provIsion of 
busmess skills training In the country but there IS no coherent tramlng policy 
Another major challenge to the delivery of BOS and tramlng In thiS country IS 
sustalnabillty of the organisations offering these services Lessons learned from 
best practices m the delivery of BOS show that MSEs can afford to pay for vanable 
costs of delivering BOS, although they are unable to pay for research and 
development Enhancmg the sustamabillty ofthese mstitutlOns requires delIberate 
policy measures to encourage pnvate sector organisations to support them 
Includmg partnership between large organisatIOns and BOS proViders through 
Win Win strategies 

Busmess servICe centres (BSCs) lack trained personnel autonomy from the 
government staff motivatIon linkages With pnvate sector organisatIOns and 
adequate funds These defiCienCies make them meffectlve In undertakmg the 
crUCial roles they were established to perform such as popularIslng entrepre 
neurshlp m the country CommercJalismg these centres would make them more 
effective m dlschargmg theIr responSibilities 

Some best practices In BOS could be effectively undertaken by pnvate sector 
organisations However efforts to faclhtate transfer of responsibilities for 
Implementing MSE policy measures to the pnvate sector have not been successful 
For example some Government institutIOns offenng BOS hke Kenya Institute of 
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Business Training, should by now have been pnvatIsed or made autonomous, 
but they stilI remain under the ambit of Government 

The policy proposal to form sectoral assoCIatIOns dId not Involve the Attorney 
General's office whIch IS well sUIted to faCIlitate the formatIOn of the aSSOCIatIOns 
In terms of technical aSSIstance and registratIOns Moreover, the policy dId not 
Involve relevant private sector organisatIOns at the establishment stage of the 
aSSOCIatIons 

ConflICt of Interests and responSIbilitIes lack of management skIlls and 
finances, and the polltlcisatlOn of the actiVIties of assocIatIOns have made them 
unable to dIscharge theIr dutIes effectively For example It took KETCA one year 
to be regIstered and even after regIstratIOn It dId not take off due to lack of 

adequate funds The aSSOCiatIOn had only Ksh60,OOO for instItutIonal set up and 
operation, whIch IS hardly adequate 

Efforts to promote subcontracting In Kenya have not been very successful 
either Poor quality products exorbitant pnclng and MSEs failure to honour 
agreements are some of the limitatIOns faCing subcontracting arrangements 
Moreover although a number of market driven subcontracting arrangements do 
take place, for example between motor vehIcle manufacturers and exhaust system 
manufacturers there does not eXIst a formalised mechanism for mdustrlal 
subcontracting between MSEs and other large-scale firms In Kenya Attempts 
made by the subcontracting and partnerships exchange programme to overcome 
these problems faIled due to the programme's inabIlIty to be self sustaInll1g 

Export promotion programmes and schemes that target MSEs have not 
materialIsed although SImilar programmes-which are out of reach of MSEs­
such as export proceSSlI1g zones, manufactUring under bond and export finance 
faCIlIties have been established for manufactunng lI1dustrles WIth large ll1Itial 
Investment outlays MSEs are stili dIsadvantaged and unable to penetrate the 
mternatIOnal markets 

Most Government departments In sectoral mll1IstrleS and at the proVinCial 
and dIstnct level are not fully aware of the polICIes 111 SeSSIOnal Paper No 2 of 
1992 Consequently, when translatll1g natIOnal polIcy ObjectIves to dIStrICt plans 

and annexes, provmclal and distrIct officers do not take mto conSIderatIOn GOK 
policy prIontIes for the MSE sector The eVidence for thiS IS the lack of reference 
to SeSSIOnal Paper No 2 of 1992 111 most dIStriCt development plans 

There IS also duplicatIOn of duties and functIons 111 the ImplementatIOn, 
coordll1atlon mOnitorIng and evaluatIOn ofMSE policy 111 the country The result 
IS conSIderable overlap m the actIVItIes of the SSJKE DIVISIOn MIl1Istry of Research 
Technical Tramll1g and Technology, MIl1Istry of Trade Mll1lstry ofLabour Mmistry 
ot Manpower Development and Employment and Mmistry of Heritage Culture 
and SOCIal Services ThIS Implies a need for streamlll1ll1g duties among ministrIes 
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and departments mvolved m ImplementatIon ofMSE activItIes Moreover, none 
of the bodIes charged with various aspects of coordmatIOn, mOnitoring and 
evaluation ofMSE activIties-from SSJKE to MRTTT to the four thematIC technical 
commIttees-really has suffiCIent personnel and financIal resources to undertake 
their tasks Representation of the divIsIon and MRTTT at the distrIct level IS also 
weak The National Coordmatmg CommIttee, formed to coordinate and evaluate 
Implementation ofMSEs m the country does not have representation or feedback 
from the dIStriCts on progress of ImplementatIOn of MSE poliCies, resulting m 
further lack of coordmation of the stated MSE pohcy measures The NatIonal 
Coordlnatmg CommIttee and the four thematIC technical committees only meet 
mfrequently due to lack of resources for runnmg theIr operatIons 

Except for the InitIal time frame for early action, the policy framework In 

SessIonal Paper No 2 of 1992 does not proVIde gUidelines for ImplementatIOn 
and effective mOnitoring and evaluatIon ThiS has contrIbuted a lot to lack of 
Implementation of most polIcy measures Preparation of an Implementation plan 
would have assisted In the Identification of the capacity buIldmg needs ofvarI­
ous organiSatIons and resource mobIlisatIon strategIes Indeed, the mam con­
stramt to the Implementation of the MSE policy framework IS the lack of an 
Implementation plan that addressed most of the other limItations Identified above 

PROPOSED POLICY INTERVENTIONS AND RECOMMENDATIONS 

The focus of Government pohcy should be to Improve coordinatIOn of policy 
ImplementatIOn and programmes, reorlentmg BOS proViders to focus on the 

real needs ofMSEs, adopt a busmesshke culture, deSist from bemg supply driven, 
and become market-led and self-sustammg The followmg mterventions are aImed 
at achlevmg thiS focus m the prOVISIon of busmess development services 

Intervention 6 1 - Formulate a Long-Term Trammg Strategy 

To address speCIfic trammg needs ofMSEs, the Mmlstry ofPlannmg and NatIonal 
Development m collaboratIon WIth the Mmlstry of Research, Technical Trammg 
and Technology should coordmate development of a long-term tralnmg strategy 
that promotes cost-effiCIent, market driven programmes 

In view of the success achIeved by K-MAP other BDS proViders should be 
encouraged to rephcate voluntary counsellmg models m order to put extension 
consultancy and counselhng serVIces wlthm reach of the majority of MSEs The 
relevance of the content and effectiveness ofBDS programmes should be vetted 
to ensure that MSE tralnmg IS more sector-specific and takes mto account the 
particular needs and practical problems faced by dIfferent categories of MSEs 
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MICIl.o AND SMAlt BmiRPRfSES IN KENYA 

InterventlOn 6 2 - Broaden Support for BDS Programmes 

Donors have been actIve m supporting NGOs and public mstltutlons provldmg 
servIces to MSEs UNDP, World Bank, USAID, DFID and the Netherlands Embassy 
are currently the key players To enhance self sustamabillty ofBDS providers, It IS 
proposed that subsIdIes for delivery of BDS be mmlmlsed and that MSEs pay for 
dIrect costs of the servIces ThiS wIll reqUire development of market driven 8DS 
programmes that address ImmedIate specIfic needs of MSEs 

Also deliberate policy measures should be mstltuted to encourage private 
sector organisatIons to support BDS proVIders Such measures should encourage 
partnermg between large organisatIOns and BDS proVIders, through wm-wm 
strategies A wln-wm strategy IS where an mterventlOn benefits both the 8DS 
proVIder and the partner organisatIOn 

Interventlon 6 3 - ProVlde Autonomy for Publlc Instltutlons 

In order to onent public mstltutlons proVIding 8DS to respond qUickly to MSE 
needs, address theIr Internal limItatIOns and become more fleXIble, these 
mstltutlOns should be autonomous from the government bureaucracy or sold to 
capable entrepreneurs Such instItutIOns mclude Kenya InstItute of Business 
Tramlng (KIBT) KIRDI and business services centres 

Interventlon 64- BU1Ld CapaClty of MSE AssoClatlons 

Most MSE assocIations were found to have weak capacIty In terms of finance, 
management systems and qualified personnel It IS proposed that In-house staff 
development tralnmg programmes be designed and networkmg among the 
relevant organisatIons encouraged 

The affected instItutIOns should contrIbute funds If capacIty does not eXIst 
wIthin themselves to source for external technical support to develop management 
systems External support from donors, Government and large companies should 
be provIded only for funding of short-term technical backup, procurement of 
eqUipment and other phYSical faCIlItIes The aSSOCIatIons should also address 
shortages of phYSIcal mfrastructure and eqUipment by shanng the avaIlable 
faCIlitIes among themselves 

In order to encourage formatIOn of professIOnal MSE development 
aSSOCIatIOns, KETCA should be supported to set up a secretariat and a database 
for lead consultants, and to operate for at least three years 
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BUSINESS DEVELOPMENT SERVICES 

Intervenhon 6 5 - Promote Relahonshlps between Large Enterpnses and MSEs 

The policy framework cIted some measures such as subcontractIng, to create 
market opportumtles for MSEs However, there are no delIberate government 
IncentIves to encourage larger orgamsatlons to work wIth MSEs It IS therefore 
proposed that the MInIstry ofFmance proVIde tax Incentives to large organIsatIons 
to encourage supply or market lInkages wIth MSEs Such arrangements wIll reduce 
the MSE burden ofmarketmg because large organIsatIons are able to undertake 
aggressIve marketmg and explore export markets 

The MInIstry ofFmance should desIgn and Implement gUldelmes for procurmg 
MSE products and servICes by the Government AddItIOnally strategIC busIness 
partnershIps should be encouraged between large compames and BOS provIders 
to faCIlItate market lInkages BOS proVIders should be Integrated Into the 
productIon functIons of the MSEs to offer qualIty control of the products and 
assIst m systems development 

WIth over 60 percent ofMSEs engaged m tradmg, the MInIstry of Research 
TechnIcal TraInIng and Technology and BAT should make It a POInt to Incorporate 
MSE traders In theIr annual exhIbitions 

Sectoral assocIatIons should dIssemInate market InformatIon and orgamse 
cost-effectIve trammg programmes for theIr members on marketmg strategIes 
Oonor fundmg should only be sought for development and marketIng of non­
tradItIonal MSE products 

Interventlon 6 6 - Tap Export Markets 

To enhance MSE access to export markets the MInIstry of Trade m collaboratIOn 
WIth other relevant mInIstrIeS, NGOs and prIvate sector mstltutlOns, should 
develop a programme to assIst MSEs to Improve theIr products access mformatlon 
on mternatlOnal market opportunItIes and Improve theIr marketIng strategIes 

Intervenhon 6 7 - Make Technology Avallable 

To enhance MSEs access to technology, BOS proVIders should procure and offer 
the reqUIred technology for use by MSEs For example m Ecuador a BOS servIce 
proVIder has mtegrated Itselfmto the productIon process of textIles, and mIcro 
entrepreneurs outsource certam speCIalised productIon functIons from It ThIS IS 
a lesson that Kenyan BOS proVIders should learn and replIcate where the role of 
the Government would be to faCIlitate research, adaptatIon and transfer of the 
approprIate technologIes to BOS proVIders Such technologIes are expensIve a 
smgle MSE mIght not be able to afford to buy and If It dId the technology lIkely 
would be under-utIlIsed 
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The Inter UnIversity-Industry Link Committee should also be reconstituted 
to ensure technology information sharing between UnIVersities and BDS proVIders 

InterventJon 6 8 - Promote Shanng of InformatJon and Expenence 

In order to enhance information sharing and experIence the cataloguing systems 
of MSE databases should be harmonIsed to ease acceSSibilIty of MSE lIterature 
through computer software networks, both locally and internationally 

Other Important avenues for intensive experIence and technIcal exchange 
that should be actively promoted are business internships and traineeships for 
MSE managers at well-run large prIvate enterprIses This approach, which IS 
compared With apprenticeships, should promote signIficantly beneficial linkages 
between large enterprIses and MSEs 

The Ministry of InformatIOn and Broadcasting should start running 
programmes about successful role models In MSEs uSing teleVISion radiO and 
print media 

InterventIon 6 9 - Expand Support to Dlstnct Level 

To develop distrIct capacities to Implement MSE actiVities, SSJKE development 
UnIts should be establIshed Within the DistrIct Development Office In each district 
to coordinate Implementation of MSE polICies and programmes These UnIts 
should lIaise directly with SSJKE Development DIVISion of the Ministry of Planning 
and National Development In additIOn, the Ministry of Finance should be 
requested to review all MSE programmes Implemented by sectoral ministrIes In 
order to harmonIse duties and functions among the ministrIes and departments 
Involved In MSE activities 

InterventJon 6 10 - Improve EDP Plannmg Processes 

To effectively coordinate and mOnitor Implementation of MSE actiVities, 
Implementation plans for each of the proposed polICies and programmes should 
be developed With clear, objectively verIfiable indicators, resources reqUired and 
time frame These plans should prOVide gUidelines for ImplementatIOn and 
benchmarks for mOnItoring and evaluatIOn 
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CHAPTER SEVEN 

Markets and Marketing 
TImothy Mbugua 

DespIte the sIgnificant role played by mICro and small enterprises (MSEs) m 
Kenya s natIonal development the sector has over the years experienced 

many bmdmg constramts to the realtsatlOn of ItS full potentIal ThIs fact IS 
acknowledged by the Government m SessIonal Paper No 2 of 1996, Industrral 
TransformatIOn to the rear 2020 Among the key constrammg factors, though not 
exp!tcltly IdentIfied m the policy paper, IS the lack of markets for MSE products 
and servIces 

Due to poor market research there IS frequently a bIg dIscrepancy between 
the supply of and the demand for MSE products Over supply, often occasIOned 
by too many enterprises producmg too many sImIlar products leads to dead 
stock and busmess stagnatIOn On the other hand, faIlure to respond to market 
demand WIth the desIred products m good tIme often takes busmess away from 
the MSEs to more estabhshed firms who are better placed to gauge market trends 
Thus unless MSEs can be assIsted to come up WIth effectIve marketmg and sales 
channels/techniques most of them are bound to contmue performmg at low 
levels or go out of busmess altogether 

ASSESSMENT OF POLICIES/PROGRAMMES ON MSE MARKETS AND MARKETING 

The focus on MSEs has gamed momentum since the pubhcatlOn of SessIOnal 
Paper No 1 of 1986, Economic Management for Renewed Growth Among other 

measures the paper sought to provIde mechanisms for dlssemlnatmg mformatlon 
on market opportunttles and appropriate productIon methods for small-scale 
manufacturing 

A focused policy scenario came mto bemg WIth the publicatIon m 1989 of A 
Strategy for Small EnterprISe Development m Kenya Towards the Year 2000 However, 
no comprehenSIve policIes were developed out of these general pohcy statements 
untIl the publicatIOn of SessIOnal Paper No 2 of 1992, when a broad coherent 
policy framework was attempted Notmg that the InterventlOntst approach taken 
m the past had not been successful, the SessIonal Paper opted for a faCIlitatIve 
role for the Government whIch could concentrate on bUlldmg mfrastructural 
facIlitIes and an enabling envIronment where entrepreneurs would emerge, 
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develop and grow The paper did not, however, define the kmd of enablmg 
environment that could generate the anticipated vibrant culture of 
entrepreneurshIp Nor were gUldelmes given for creatmg the perceived 
envlronment-a scenario that undermmes the ability of the related mstltutlOns 
to spearhead ImplementatIOn 

Markets and Marketmg Strategles 10 Sesslonal Paper No 2 of 1992 

To Improve MSE products and hence theIr marketablhty, SessIOnal Paper No 2 of 
1992 proposed that Government efforts focus on stlmulatmg research based on 
proper needs assessment, IdentificatIOn of markets and use of appropnate 
technologies The followmg measures were proposed 

• Government was to use pubhc procurement procedures and regulatIOns to 
help MSEs find markets for theIr products m the pubhc sector No gUldelmes 
were Issued to gUIde the admmlstratlOn and Ime mlmstrles on how to go 
about thIS, however Moreover, because MSEs have limIted knowledge of 
how to apply for government tenders and even less capital to enable them to 
qualify for large tenders, the MSE have not benefited much from the 
government procurement policy 

• The Mmlstry of Research and Technology, m collaboratIOn WIth relevant 
orgamsatlOns, was to conduct penodlc m-depth market surveys to Identify 
emergmg skills and ablhtles needed m busmess, espeCIally m the MSE sector, 
conduct market surveys to IdentIfy opportumtles for product dIversificatIOn 
and new product development m the MSE sector, IdentIfy new potential 
markets m the rural areas WIth a view to Imtlatmg small enterprises, and 
develop mass media techmques for dlssemmatlon ofmformatlOn on all facets 
of self-employment and entrepreneurship 

• Government was to proVIde a range of support servIces to stimulate market 
expansion for MSE products through Improved linkages between large and 
small enterprises, explOItatIon of export opportumtles, and entry of MSEs 
mto the service sector These were to mclude Widely-distributed market 
related mformatlOn by District Industrial Development Officers m a manner 
that would ensure that all target groups were reached The target groups are 
not clearly IdentIfied, however and "market-related mformatlOn" IS not 
speCIfied The SessIOnal Paper also suggested that the Government develop 
appropriate mter-mdustrlal linkages through tax mcentlves and measures 
(not speCified) as a means of stlmulatmg demand for and supply ofMSE goods 
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and services and generatmg alternatives to Imports The approprIate mdustrIal 
linkages are not defined Further, studies on the ImplementatIOn modalities 
of subcontractmg between large and small enterprIses were to be undertaken 
by the Mmlstry of Industry 

The paper did not mdlcate which institutions were to collaborate With the 
Ministry nor what department Within the Mmlstry was to be the executing agency 
Moreover, these statements were too general Who were the target groups? 
What qualifies as market related informatIOn? What are the approprIate Industnal 
linkages? There was also no time frame, for Instance on the subcontractmg studies 
Suffice to say, however that though the Ministry oflndustry (now the Ministry of 
Industnal Development) actually faCIlitated some subcontractmg arrangements 
between large enterprISes (e g , General Motors and East Afncan Fine Spmners) 
and small ones, the programme died when UNIDO, who had funded It, ended 
their contract There was no particular department In the Ministry of Industry 
that was given thiS responsibility In the case of the DistrIct Industnal Development 
Officers (DIDO), these officers are not posted In about half the distrIcts m the 
country Even In the dlstncts where they are posted, they have not been effective 
In dlssemInatmg information due to lack of mformatlon and the necessary 
faCIlities, e g , computers, vehicles etc 

The 1992 SeSSIOnal Paper also stated that promotional programmes would 
be geared to the expansion and mtroductlon of both supplier and consumer 
markets so as to enhance the production capaCities ofMSEs The paper proposed 
a number of mstltutlOnal arrangements 

• The Ministry of Industry In collaboration With the appropnate institutions 
was to undertake detailed analYSIS of the pnvate and government mstltutlons 
Involved In MSE development With a view to enhance their potential capacity 
and mter-linkages for promotion of marketing MSE products The Mmlstry 
would also faCIlitate a buyer-seller forum for MSE partICipatIOn including 
those run by women 

• The MInistry of Commerce, In collaboratIOn With the Export Promotion 
CounCil, was to develop a strategy for the country's exports that would foster 
an environment that IS more condUCive to the creation and growth of speCific 
marketmg channels for MSE exports by formulatmg a national export policy 
for MSE goods and serVices, carrying out studies of overseas consumer 
markets on such aspects as product quality packagmg and pncmg, and 
proViding speCialised technical support and tramIng to MSE exporters 

109 



MICRO AND SMA.:LENTERPRISES IN KENYA 

To steer the development of MSEs away from their exclusive OrIentatIOn 
towards the domestic market, the Ministry of Commerce, In collaboration with 
other relevant orgamsatlons, was also to develop tralnmg programmes for product 
deSign to SUIt the demands and tastes of export markets, for Improved product 
packaging, and for Imparting skills to entrepreneurs In productIOn management, 
technology, materIal procurement, costmg and prICing Again, the SeSSIOnal Paper 
failed to Identify either the department wlthm the Mmlstry of Commerce or the 
collaboratmg agencies that would be responsible for the execution of these 
objectives It also had no time frame for Implementmg the exercise 

MSE sectoral associations were to be encouraged as a means of provldmg 
collective and cost effective materIal sourcmg and marketmg channels It was 
not, however, made clear who was to spearhead thiS "encouragement", who 
would be the key collaborators or how the sectoral aSSOCiatIOns would be 
coord mated 

Implementation Status of PollCles/Programmes 

Despite the numerous pohcy statements about enhancing market access for MSE 
products, there are only a few tangible achievements on the ground ThiS can be 
attnbuted to lack of funds and poor follow-up mechanisms for policy 
ImplementatIOn 

Market promotion for Jua kall products has been achieved mamly through 
the mltlatlve of the BrItish AmerIcan Tobacco (BAT) and the Mmlstry of Research, 
Technical TraInmg and Technology (MRTTT) Theirs IS a trade promotion 
arrangement that has led to the orgamsatlOn of annual trade fairs for the last ten 
years with some reasonable Impact The financmg of these exhibitions has been 
shared between the MRTTT and BAT on a 6040 ratio, respectively The NatIOnal 
Social SecurIty Fund (NSSF) and the Kenya Bureau of Standards (KEBS) have also 
been contrIbutmg support 

But while thiS effort IS laudable, It excludes the majorIty ofMSEs by fOCUSing 
onJua kall artisans only MSE operators m commerce, who mclude small traders 
and account for over 60% of the total MSEs m trade promotIOn actiVities for MSE 
products, are left out ConSidering that m past MRTTT -BAT exhibitions, 
partlclpatmg MSEs did not pay any fees, the Issue of sustrlnablhty remams m 
balance There IS also need to have policy gUIdelines for how corporate bodies 
such as BAT can be encouraged to partiCipate 

But as an offshoot of this MRTTT-BAT endeavour, MSEs have come up With 
their own mItlatlve through the NatIOnal Jua Kah ExhibitIOns and Marketmg 
ASSOCIation (NJKEMA) MSEs are now able to exhibit their products pnvately, 
mamly at the Kenyatta International Conference Centre, Without the fundmg of 
the Government or donors 
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Another InItIatIve that can be dIrectly linked to the MRTTT -BAT partnership 
IS the NSSF Expo '98 Jua Kah ExhIbItIOn held JOintly by the NSSF, MRT and the 
Kenya NatIOnal FederatIon of Jua Kah AssocIations (KNFJKA) It was mtended to 
promote a Wide range of high quahty products and services offered by the MSE 
sector ReahsIng the potential of thiS sector where It has an Interest, given that 
the majority of ItS retmng members Invest their benefits In MSE related actiVItIes, 
the NSSF used ItS extensive mfrastructural advantage to exhIbIt the MSE products 
ThIS kind of relatIOnship IS Important because In order to fulfil ItS role In proViding 
SOCial security to all Kenyan workers the Fund Will m time have to review ItS 
conditions of membershIp so as to accommodate thIS category of workers 

The Ministry of Research, TechnIcal TramIng and Technology IS also conSIderIng 
introdUCing more exhibitions that WIll expose other facets of the MSE sector, 
espeCIally the technology SIde Marketing exhIbItIons have been receIved so well 
by MSE operators and consumers that It IS felt that the sector also needs exposure 
of theIr technology for them to make a bigger Impact In the market There are 
also plans to exhIbIt MSE products regionally, particularly m Uganda and TanzanIa 
The MSE operators from the three countries Will then be able to exchange Ideas 
as well as expand the market for their goods 

Another new development that IS helpmg In the promotion ofMSE products 
IS the sales promotion centres, where MSE operators are coming together to 
rent a buIlding/premise and sell their wares from there Though It IS dIfficult to 
quantify the number of operators Involved, It IS Important to note that more and 
more new bUIldmgs are bemg rented out to these operators for "sales exhIbitions" 
There IS a bIg advantage In thiS kmd of arrangement because It IS helpmg to 
remove hawkers and street traders from the streets ThiS also goes further to 
show that given an opportunIty MSEs can mobJiIse theIr own resources to develop 
their bus messes ThiS however, may not be necessarily as a result of current 
Government pohcles 

There are also new bUSiness linkages between the large firms and the small 
ones A case In pomt IS the Coca-Cola InItiative As a strategy to boost sales, the 
company has developed various marketmg outlets for MSEs where It has proVided 
kiosks, vending trolleys (mkokotem) and shlppmg containers used as wholesale 
outlets In NairobI about 800 kIOsks have been given out and there are plans to 
Issue 300 more as Table 7 1 mdicates 
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Table 7 1 Coca Cola market outlets for MSEs 

Market outlets No 

Kiosks 3 000 
Containers .. 56 
Mobile trolleys na 
Ice boxes/Push carts na 

• Containers have been provided In Nairobi only 
Source Kelpet Consultants Ltd 

Cost (Ksh mdhon) 

60 
12 
1 5 

7 

BAT has been makmg similar arrangements, the tobacco company IS bUlldmg 
kIOsks for small traders, who are then supposed to stock BAT products among 
other goods The traders are also reqUIred to mamtam a clean environment around 
their compound 

Even though Coca-Cola and BAT may not be directly respondmg to the 
government polley, this kmd of busmess lInkage goes a long way m promotmg 
the sector and creatmgJob opportumtles More large firms should be encouraged 
to bUIld such lInkages with MSE operators 

The ASian Foundation has set up two markets m Nairobi for MSEs mvolved m 
the sale of foodstuffs These are the CIty Park Hawkers Market, constructed m 
1989 and accommodatmg 1,000 traders, and the Klbera Hawkers Market, which 
was bUilt m 1996 and accommodates 500 traders The Foundation's efforts to 
bUild another market for women mvolved m C/ondo weavmg and other handICrafts 
were thwarted when the CIty Council allocated a prIvate developer the plot that 
was targeted for that purpose Even though the Foundation IS still willIng to 
construct more of these market sites, ItS mtentlons are hampered by the 
unavaIlabilIty of SUItable land There IS need therefore for the MSEs, through 
their aSSOCiatIOns, to supplement these efforts by purchasmg prIvate land after 
which the Foundation can put up the market sites 

Another problem IS that of mamtenance Once constructed the markets are 
handed over to the CIty CounCil which should then mamtam them But experIence 
particularly with the CIty Park market shows that the CounCil does not do thiS 
and there are complamts of car thefts stalls whose floors are not washed and 
uncollected garbage The Foundation together With the traders, IS m a pOSitIOn 
to mamtam these markets If the ownership of the land IS given to them rather 
than the CounCil 

One major area of poor polIcy ImplementatIOn stemmed from the role 
assigned to (expected of) local authOrIties Not only have they, for example failed 
to come up With MSE-fnendly by-laws, but they have also been regularly 
antagomsmg hawkers and other MSE operators The local authontles have even 
faIled to Implement such Simple recommendations as c10smg certam streets/ 
roads durmg off peak hours to proVide a venue for MSEs to exhibit and sell their wares 
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Local authorIties have also failed to allocate market centres for MSEs Often 
the sites given to MSEs are far from the mam areas of traffic, thus makIng access 
by potential customers dIfficult ThIs tends to undermme the vIabIlity of such 
centres, consequently causIng the MSE operators to move away from the 
designated areas In theIr search for more effectIve sales outlets 

To support MSEs, the polIcy to establIsh assocIatIons has been helpful and 
should be Intensified However the emphasIs should now be on sectoral 
assoCIatIOns as opposed to the present emphasIs on sIte aSSOCIatIOns, Ie, 
assocIatIOns whose members are mvolved In dIfferent actIvIties and whose only 
common bond IS that they work from the same sIte A revIew of the current 
marketmg system for MSE products IS urgently needed Ifmore effectIve strategIes 
are to be formulated and Implemented The revIew could Include the benefits 
and lImIts of marketIng through cooperatIves NGO marketIng networks (e g , 
Kenya Gatsby CharItable Trust ILOllnterco-op and jlsaldle), speCIal government 
supported MSE mstltutlons, MSE supermarkets/dIsplay centres and opportumties 
on the Internet 

AvaIlable informatIOn shows that market surveys for MSE products whICh 
used to be done for the benefit of the entIre sector are now done only when a 
firm/entrepreneur makes a request Surveys on consumer tastes and preferences 
are rarely carned out Consequently, MSE product exposure to both local and 
overseas markets remains poor IntermediarIes espeCIally In the leather and craft 
mdustry have explOIted the sItuatIon by bUYing from MSEs at very low prIces, 
putting theIr trademark on the products, and seiling In the local and overseas 
markets at very hIgh prIces Market research IS needed Into the current marketing 
system for MSE products and the pOSSIbIlItIes for a collectIve marketing strategy, 
perhaps through the MSE assocIatIons Avenues such as marketmg through the 
regIonal integratIon instItutions m the Eastern and Southern AfrIca regIon, the 
mformatlOn super hIghway, western medIa, etc, need to be explored 

Other PollCles on Market Promotion for MSEs 

Accordmg to SeSSIOnal Paper No 1 of 1986, the Government was to 

• 

• 

• 

Dlssemmate InformatIOn on new products and productIon methods to 
potentIal producers vIa techmcal secondary schools and other channels 
Issue new regulatIons on tendering, requmng Ime mInIstrIes and dIstrIct 
authOritIes to favour small-scale producers 
ReVIse bUlldmg codes to encourage the use of materIals that could be supplIed 
locally by small firms so as to expand the actIVItIes ofmformal sector bUIlders, 
espeCIally those of low-cost housmg 
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• Encourage MSEs m manufacturmg and services to form cooperatives, through 
whICh they could obtam mformatlOn and assistance on new technologies, 
access to credit, purchase of mputs and marketmg of outputs 

But because there were no clear gUidelines or specific time frames little 
coherent actIOn has been achieved, though a few personnel m the mmlstrles and 
district offices have taken the Imtlatlve to favour MSEs m sourcmg for certam 
government supplies 

The 1996 Economic CommissIOn for Africa paper, "Enhancmg the Role of 
African Women Entrepreneurs In RegIOnal Economic Cooperation and 
Integration", Identified lack of access to markets as one of the major obstacles to 
MSE development, not only m Kenya but also m the whole of Africa The paper 
argues that the size of the market for many m the mformal sector depends on 
personal relatIOnships or the goods bemg customer deSigned The paper notes 
that domestic markets for most African countries are small, with a lot of limitatIOns 
that mhlblt MSE growth from reapmg economies of large-scale production The 
paper states that women entrepreneurs must be assisted to grow and 
consequently take advantage of the eXlstmg regIOnal market opportumtles For 
this to happen, the paper advocates that natIOnal policies encourage freer mternal 
and trans-boundary markets 

The paper also stresses the Importance of women entrepreneurs bemg able 
to access marketmg mformatlOn Accordmg to the paper, women entrepreneurs' 
limited education and restricted circles of contacts and networks have contributed 
to their mabillty to gam access to market mformatlOn The paper recommends 
that women entrepreneurs be supported and assisted m obtammg relevant market 
mformatlOn that can help them grow m their entrepreneurial undertakmgs 

The need to address marketmg problems as a way of ensurmg rapid expansIOn 
of the MSE sector IS also highlighted m a document entitled "Social DimenSIOns 
of Development m Kenya (1994) An Approach to Human-Centred Development 
and AlleviatIOn of Poverty" The document argues that MSEs need to be provided 
with several assistance measures, among them marketmg channels such as display 
rooms and regular exhibitIOns, If they are to develop and grow One of the 
proposed projects alms at strengthenmg the MSE production and retallmg sector 
In terms of product diversificatIOn, productiVity, technical standards, 
competitiveness and marketmg (at national and mternatlOnallevel), With a view 
to generatmg employment m the MSE sector 

UNDP's 1995 Programme Support Document, "Programme for Poverty 
ReductIOn and Employment' , states that the marketmg challenge reqUires 
partnership between Government mstltutlons and the private sector If the MSEs' 
products are to find their way to domestic and export markets It emphaSises the 
Importance of deslgnmg and developmg products based on market surveys and 
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research and of eventually dlssemmatmg to MSE operators mformatlon on selected 
and marketable products The document further states that all MSEs with 
marketable products and potential for growth need to be encouraged to become 
members of the Kenya National Chamber of Commerce and Industry (KNCCI) to 
benefit from Its market mformatlOn network 

In a report m the Dally NatIOn of November 1996, UNIDO stated that African 
nations must contmue to pursue export led growth and must therefore encourage 
cooperation at regional and subregional levels to enlarge their market size The 
report stressed the need for African countries to develop the technological base 
and techmcal skins to master new production processes If products from Africa 
are to compete on world markets Accordmg to the report, this entails satlsfymg 
the mcreasmgly strmgent standards for product qualIty as reqUired by the global 
marketplace UNIDO cautions, however that If the organisatIOns and the 
government capabilIties are weak, the types of market Improvements that are 
needed are unlIkely to succeed m generatmg a slgmficant Improvement m the 
economic performance of Africa, Kenya mcluded 

A publIcation m 1997 by the InternatIOnal Trade Centre (ITC) noted that even 
though m many developmg countries MSEs account for up to 90% of employment 
m the mdustrIal sector and 60%-70% of the domestic mdustrIal productIOn on a 
rough estimate only 5%-10% of these busmesses are engaged m export related 
activities There IS therefore a vast export potential m the currently-not-exportIng 
MSEs waltmg to find expression But for the MSEs to be efficient exporters, they 
need to be properly motivated helped to acqUire the necessary skins, supported 
by a strong mfrastructure, and given the right advice and assistance The report 
concludes that m the present context of groWing globahsatlOn and mtegratlon 
of products and markets, these actions are essential 

Accordmg to the current National Development Plan (1997-2001), Kenya IS 
well placed to take advantage of markets m the Middle East Eastern and Southern 
Afnca, the Far East North Amenca, and Europe However both the pubhc and 
the private sectors have failed to carry out effective marketmg m these regions 
The plan says the development of these markets will be supported through the 
country s embassies and missions abroad The MmlstrIes of Foreign Affairs, Trade 
Industnal Development, and Agnculture and Livestock Development and 
Marketmg Will be reqUired to take a proactive and leadmg role m marketmg The 
private sector win be supported In ItS efforts to gam access to new foreign markets 

CONSTRAINTS, WEAKNESSES AND GAPS IN POLICY 

The polIcy statements outlined m Sessional Paper No 2 of 1992 proVided the 
framework along which Identified mstltutlons and government departments 
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were expected to develop specIfic strategIes for MSE development However, It 
IS apparent that coherent actIon regardmg access to markets by MSEs was never 
taken The ImplIcatIons of the shortcommgs of the polIcy framework are 
consolIdated m thIs sectIon as they relate to polIcy ImplementatIon, problems m 
local markets and problems m gammg access to external markets 

Problems m Pohey Implementabon 

The areas of constraInts that hmder the ImplementatIon of the polIcIes m SessIonal 
Paper No 2 may be summansed as 

• Lack of clear gUIdelInes on how vanous polIcIes were to be Implemented, 
e g , the government procurement system 

• Lack of collaboratIon arrangements between the ImplementIng and other 
mstltutlons 

• Inadequate capacIty In some of the InstItutIons that were expected to 
Implement varIOUS actIvItIes, e g , the number of DIstrIct IndustrIal 
Development Officers was mad equate for them to be able to effectIvely 
dlssemmate mformatlon on MSEs 

• Resource mobIlIsatIOn strategIes were not IdentIfied to ensure the 
sustamabllIty of va no us programmes, e g , the subcontractIng arrangement 
dIed WIth the termmatIon of donor support 

• No tIme frame was gIven for the vanous programmes and actIvItIes WhICh 
meant that no one really knew when It was approprIate to start or end the 
exercIses 

Problems m Local Markets 

Clearly, madequate access to markets IS one reason many MSEs stagnate ThIs IS 
partly due to the followmg factors 

• Narrow product range among the varIOUS MSEs, whIch leads to cutthroat 
competItIOn and market congestIon This IS also eVIdent In terms ofhonzontal 
rather than vertIcal growth by most MSE firms 

• Poor qualIty products and lack of product Improvement (development) 
• Inadequate access to market InformatIon 
• Poor product deSIgn, packagmg costmg and prIcmg 
• Lack of access to the publIc sector market, whIch IS one of the largest markets 

m any country 
• Lack of physICal markets and marketmg channels (e g , exhIbItIOns) 
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• Lack of subcontractmg arrangements between large and small firms 
• Weak market support arrangements, mcludmg weak linkages between 

established formal marketmg mstitutlons and MSEs 
• Inadequate market research and development for MSEs 

There IS therefore need to formulate specIfic polICIes and strategIes that can 
effectIvely support the development of market prospects for MSE products and 
servIces 

Problems m Gammg Access to External Markets 

The followmg factors hmder the MSEs from gammg access to external markets 

• Inadequate export financmg 
• PoliCIes for export promotIon that are confllctmg or uncoordmated and thus 

affect MSE products 
• Lack of coordmatlOn of export promotIon actIvItIes 
• MSEs lack of knowledge about export promotIon programmes 
• Absence of a sImple mformatlon source on the range of government 

promotIon programmes 
• Lack of mformatlon on envIronmental regulatIons and standards m potentIal 

export markets 
• Lack of mformatlon on MSEs that are already exportmg 
• Lack of an mstltutlon that has targeted or IdentIfied export promotIOn 

opportunItIes for MSE products 
• Poor export marketmg strategIes 

PROPOSED POLICY INTERVENTIONS, MECHANISMS, STRATEGIES AND 
PROGRAMMES FOR INCREASING MSE ACCESS TO MARKETS 

The performance and growth of small-scale and Jua kall enterpnses IS to a 
large extent determmed by theIr access to market opportunItIes Measures 

should therefore be taken to expand and create new market outlets locally, 
regIonally and mternatlOnally for MSE products 

Table 7 2 shows the value of some of the products that Kenya produced for 
the domestIc and export market between 1986 and 1994 These are products 
that MSE operators can produce and take advantage ofm the domestIc regIonal 
and mternatlonal markets 

117 



MICRO AND SMALL~ENTERPRISES IN~KENYA 

Table 72 Value of some Kenyan products produced between 1986 and 1994 for 
domestic and export market that can be produced by MSEs ( value In Kenya pounds) 

1986 1987 1988 1989 1990 1991 1992 1993 1994 

Metal scrap 1500 1 712 2104 2887 3021 3724 70 5555 7212 
Leather 1 159 3937 7701 18342 32200 35446 40092 77668 68207 
TextIle yarns 
fabrIcs made 
up oftextlles 3641 4182 8827 4321 9678 20396 20940 52649 79019 
Wood carVIngs 1 160 1237 1939 2062 2379 2751 4223 9129 10 706 
Steel doors & 

WIndows 94 153 190 7 113 100 155 339 466 
Footwear 642 504 686 931 789 906 3720 27351 36299 
ChemIcals 43850 42843 45041 58250 39557 90935 92951 222 393 297 777 
Wood products 1 171 1146 1242 2869 773 853 1394 11390 19456 

Source StatistIcal Abstract 1995 

Intervenbon 7 1 - Add Value to Products for Local Markets 

A look at the list ofMSE products reveals that many firms In the sector deal with 
baSIC trading activities, with relatively fewer Involved In manufacturing productIOn 
In the agncultural subsector, for Instance, processing and canning of a wide range 
ofpenshable goods does not take place among MSEs Instead, many firms engage 
In wholesaling and retailing offood, dnnks, tobacco and livestock products The 
value added portion of manufacturing IS miSSing, yet processed products are 
likely to enhance market opportunities for the MSEs operating In the subsector 

Vanous subsectors In the MSE face different problems In marketing Retailing 
In forest-based products, for example, IS a notable feature of MSE operations 
Processing offorest-based products IS taking place for woodcarVings, furniture 
and basket making, but most of the MSEs Involved In thiS field are merely 
producers for large, expensive retailers who reap disproportIOnately higher 
rewards from product sales Poor marketing IS partly the cause of low sales 
Market opportunities for furniture production could easily expand If government 
institutions procured Items from the MSEs The Government should set standards 
of workmanship to ensure production of high quality goods 

Processing of leather and production of leather products has expanded 
considerably In recent years, but the quality has to Improve and pnces have to be 
reasonable compared With Similar products generated by large firms and those 
Imported from other countnes Leather belts produced by MSEs, for Instance, 
have yet to reflect some of the better quality deSigns Imported from abroad 
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In the chemical subsector, production of rubber and plastIC goods has grown, 
but the range of products IS narrow and limited ThiS IS an area that MSEs could 
explOit to their great advantage A wide range of children's toys IS now Imported 
The market IS large, but MSEs have yet to acqUIre the reqUIsite eqUIpment and 
machinery to produce such plastiC goods-this despite the fact that the 
technology IS readily avaJiable With adequate financIng, traInIng and effective 
marketIng toys and plastIC teachIng aids could be manufactured and sold In the 
local market Government procurement could generate a ready market for such 
goods In nursery, pnmary and secondary schools 

In the metal subsector, market opportunIties for metal furniture, grIlles, gates 
household products, domestic hardware, and domestic machInery and tools have 
been rISIng over the last few years MSEs have to Improve the quahty of their 
product range and promote aggressive marketIng The goods are not standardised 
and workmanship IS poor The MSE assoCIatIOns could assist by organISIng the 
operators to use pool machinery and eqUIpment for minimal fees Again, 
government institutions and schools could consume many of these products 

TextJie-based goods are also a potential source of expanding local market for 
MSE producers However, the subsector lacks consistency and qualIty UnIformity 
for a Wide range of products From blankets and pullovers to socks and UnIforms, 
the MSE sector IS hkely to broaden ItS market opportumtles If qualIty workmanship 
and varIety are given a higher premIUm 

The use of local raw matenals to deSign earrIngs, necklaces, bracelets and 
other beauty ornaments has grown and the market for such Items has also 
expanded Innovative deSigns and high qualIty workmanship are prereqUIsites 
for stronger sales m not only the local market but the external market as well In 
the production of earrIngs and bracelets for example copper wires are used 
that fade very qUIckly Some customers have even been affected by such materials, 
whICh can cause skin IrrItation Better materIals lIke plastIC stnngs to replace 
copper cords could Improve market opportumtles for earrIngs and bracelets 

The MSE sector stands to gam from higher sales If dehberate efforts are 
made to create awareness of products through regular exhibitions trade fairs, 
advertisements and the proposed establIshment of the Information kIOsk by the 
Kenya Rural Enterpnse Programme (K REP) These initiatives should be 
accompanied by training programmes to Impart marketing skills to MSE 
entrepreneurs QualIty Improvement IS essential If the products are to secure 
Wider market access The government, m collaboratIOn With the prIvate sector, 
should support traInmg programmes In quality management and effective 
packagmg 
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InventlOn 7 2 - Promote Busmess Lmkages 

Weak busmess linkages can be said to be one of the causes of poor market access 
by MSEs We can borrow a leaf from Namibia's programme for strengthenmg 
business linkages (Namibia Policy and Programme on Small Business 
Development) A similar approach should be adapted here to create busmess 
Imkages between large and small entrepreneurs The Kenya National Chamber of 
Commerce and Industry (KNCCI) can playa major role when the envisaged trade 
mformatlon pomt becomes fully operational TI1lS programme could be designed 
as follows 

• A national database of small bus messes supplymg goods and services Will be 
established This will have details of the busmess as well as an mdlcatlon of 
Its supply capability and mformatIon on the range of products/services It can 
supply The database Will be accessed locally through trade mformatlon 
centres to be established m variOUS towns by the KNCCI 

• The centres Will be advertised Widely and Will mamtam records of buyer needs 
as well as supplier performance 

• In respondmg to buyer requests the centres Will provide a hst of sUitable 
suppliers along With the detail" of the enterprise and ItS capability It Will be 
up to the buyer to select the appropriate supplier, though centre staff Will 
gUide them on the process of selectiOn 

This process IS expected to provide an additIOnal channel for MSEs to reach 
potential customers For the purpose of sustamabllIty, the beneficiaries should 
pay modest fees for the mformatlon provided 

Intervention 7 3 - Promote Subcontractmg Wlth Large Busmesses 

Subcontractmg and supply of anCillaries and components to larger exporters 
should be strengthened A needs analYSIS should be undertaken for the large 
organisations, to categorise their purchases of raw materials, products and 
services m terms of specifications and annual usage This mformatlon would be 
bUilt mto a computerised database to faCilitate analYSIS and to allow the mergmg 
of Similar reqUirements At the same time, the capability of the MSE m terms of 
products or services offered needs to be Identified and evaluated and matched 
With the reqUirements m the database The scheme should be publiCised to give 
ample opportunity to all those who may Wish to partiCipate 

The Mmlstry of Industrial Development (MID) together With the Kenya 
Association of Manufacturers (KAM) could spearhead thiS endeavour There should 
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be a close workmg relationship with the MSEs selected to participate Those 
who do not quahfy should be referred to appropnate support agencies Those 
large busmesses demonstratmg strong commitment to the programme could 
receive a "NatIOnal Award for Economic Development" This can Include 
permission to use a logo for the award on the company's statIOnery and literature 
Such mter-firm cooperation can help to raise quahty, lower costs and enable 
rapid product changes Indeed, the strength of Japan s manufacturIng sector lIes 
m ItS strong subcontracting networks particularly m machmery, textiles and the 
metal mdustrIes 

Intervenbon 7 4 - Estabhsh SUltable Market Sltes 

SUitable markets sites should contmue to be Identified and developed The prIvate 
sector IS expected to playa leading role m this The City Park and the KIbera 
Hawkers Market bUilt by the ASian Foundation are good examples of such pnvate 
sector mltlatlve Similar markets can be bUilt m the urban areas Instead ofbemg 
the eyesores of popular conception, they can be designed to be attractive and 
yet low cost MSE operators have shown wllhngness to contnbute towards 
construction of such sites and even m the purchase of SUitable land The local 
authorIties are therefore expected to playa major role together with the MSE 
associations and the Mmlstry ofLands (Department of Physical Plannmg) 

Trade promotion efforts should also be encouraged Areas ofthe towns and 
cities like car parks and roads can be closed to be used by the MSE operators, 
e g , m the evenmg when motonsts are not usmg the car park or weekends when 
traffic on some roads IS not heavy The BAT and MRTTT mltlatIve can be expanded 
to mclude all the subsectors of the MSE sector The operators themselves should 
also mobilise resources to supplement what BAT and MRTTT are provldmg for 
the purpose of sustamablhty MSE product supermarkets m the major urban 
centres can be created KNFJKA, other Jua kalr associations and the local authontles 
are expected to playa central role m these efforts 

Intervenbon 7 5 - Conduct Market and Product Research 

Market research and surveys are an Important area of market development Vanous 
MSE associations e g , KNFJKA and institutions such as K-REP, Kenya Management 
ASSistance Programme (K-MAP) Kenya IndustrIal Research and Development 
Institute (KIRDI) etc should come up with ways and means of explOltmg the 
local and international markets Through market surveys of consumer needs and 
tastes, the associations can adVise their members and mobilise them to produce 
the reqUired goods and services The focus should be on expandmg restncted 
domestic markets and gammg access to external markets 

121 



MICRO -AND SMALL ENTERPRISES IN KENYA 

OrganisatIOns Involved In market research for MSEs, e g , Jlsaldle Cottage 
Industnes, Kenya Gatsby Chantable Trust and others could use the KNCCI trade 
information pomts and the busmess kiosks to disseminate the marketmg research 
mformatlon they may have Further, the Central Bureau of Statistics (CBS) needs 
to be encouraged to collect data on MSEs, their products and markets so as to 
provide Input to MSE product research and strategic planning The MSE operators 
through their associatIOns should also be encouraged to do simple but thorough 
market research, particularly for the domestic market before they go lOto 
production so as to aVOId duplIcated products flood 109 the market and leading 
to dead stock 

Market informatIOn gathenng and disseminatIOn through the DIDOs, which 
IS only done when funds are avaIlable, should be reinstituted as a pnonty There 
should be concerted efforts to proVide the necessary information In particular 
the dlstnct departments In trade research and technology, plannlOg, Industnal 
development and SOCial services should be proVided With the necessary 
information on MSEs, particularly on markets, credit, technology, etc 

InterventIon 7 6 - Publlsh an MSE DIrectory 

The KNFJKA and other Jua kah aSSOCiations should publIsh a directory of MSE 
firms/products and a market informatIOn Journal With the support of the donors 
ThiS directory would list all establIshed/promising MSEs across the country and 
their products/areas of speCialIsation One vanant would be to develop "MSE 
Yellow Pages" Ultimately, the publIcatIOns Will be expected to be self-sustalnlOg 
through advertisements and purchase by the consumers The value of the directory 
could be greatly enhanced If the MSEs adopted effective marketing strategles­
which are currently not In place The enterpnses should be encouraged through 
SensltlsatlOn campaigns to Circulate as Widely as pOSSible newsletters that carry 
lOformatlOn on what IS available Certam publIc procurement offices of the 
Government should be targeted for regular receipt of the newsletter or bulletlO 
ThiS would mean that government agencies are made aware of what MSEs can 
offer 

Intervennon 7 7 - Improve Product DeSIgn and Development 

To Improve the qualIty of MSE products and Widen their range, product deSign 
and development should be strengthened OrganisatIOns such as the Artisan Trust, 
Kenya Gatsby Chantable Trust andjlsaldle Cottage Industry that have the capacity 
and know how In product deSign and development are the key lOstltutlOns to 
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carry out thIS exercIse They should JOIn wIth MSE aSSOCIatIOns to conduct traInIng 
sessIons In, e g ,sIsal metal, wood products etc 

Intervention 7 8 - Create MSE Marketing Institutions 

A MarketIng PromotIon Board should be created to serve the marketIng needs of 
the MSE sector An analysIs of the role of the Government and NGOs Involved In 
trade promotion shows that these instItutions do not adequately serve the 
marketing needs ofMSEs and an alternatIve IS needed Another POSSIbility IS for 
established institutIOns like the Export Promotion CounCil (EPC) KNCCI and the 
Export ProcessIng Zone Authonty (EPZA) to create departments speCifically to 
handle the marketing needs of MSEs 

Intervention 7 9 - Open up Access to Government Tenders 

To enhance GOK procurement of MSE products and services the Ministry of 
Finance should Introduce a tendenng system where speCified goods and/or value 
(e g , up to Ksh2 million) should be reserved for pre-qualified MSEs Where pOSSible 
large tenders should be unpackaged to faCilitate qualification and Implementation 
by MSEs Alternatively, MSE operators should come together, e g through theIr 
assOCIatIOns and bind together so that they can meet the reqUirements of the 
large tenders Where appropriate, MSE product access could also be enhanced 
by the application of a preferential bias of say 5%-10% for the MSEs In the award 
of the tenders In addition, at the district level certain tenders could be restricted 
to the local areas to favour smaller suppliers/contractors Moreover, tendering 
procedures that reqUire registration of suppliers!contractors should be relaxed 
Many MSEs are not registered companies because the process of registratIOn IS 
bothersome and relatively costly to such outfits Representative aSSOCIations 
should train their members on the tendering procedures The enterprises should 
also Circulate newsletters bulletinS and letters to the government departments 
(most of whom do not know of the eXistence of many MSE products) carrying 
informatIOn on what they produce 

Interventl0n 7 10 - Educate Kenyan Consumers 

Kenyans In general need to be encouraged to consume MSE products Instead of 
rushmg for foreign-manufactured goods particularly those from East and 
Southeast ASian countnes SensltlsatlOn campaigns should be stepped up 
spearheaded by the Mmlstry ofinformatlOn and Broadcastmg Slogans like Buy 
Kenya, bUild Kenya should be slotted back In between the Kenya Broadcasting 
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CorporatIOn (KBC) radIO and televIsion programmes The print media should also 
give MSE products positive publicity through for example discounted advertising 
rates MSE operators on their part should strive to produce high quality goods 
that can compete favourably with those from other countries The respective 
associatIOns should sensltlse their members on the need for advertising their 
products through the media For Instance, KBC has Introduced a kind of 
advertising where a number of advertisers are given a few seconds each to 
advertise their products Tim could be very appropriate for MSE operators because 

the charges are modest 

Interventlon 7 11 - Target the Export Market 

One of the major functions of the MSE promotion board proposed above should 
be to target export promotion opportunities for MSE products The Board should 
also work closely with the Government particularly the Ministry of Foreign Affairs 
to facilitate contact between local MSEs and foreign markets sponsor trade fairs 
and exhibitIOns and collect and disseminate II1formatlOn for the MSE operators 
This would IIlclude among others, obtallllllg a list of Imports of various countries, 
their respective volume and prices, estimates of transport costs and potential 
customers Kenyan embassies abroad can secure this information on behalf of 
MSEs and should do so as a matter ofroutll1e rather than responding to a specific 
request made by particular MSEs As part of ItS planning and marketing 
programme the Board should also offer short, Introductory seminars on exports, 
covering the ratIOnale for exporting the steps Involved and the available export 
promotion programmes 

The Export Promotion Council (EPC) IS expected to play a crucial role In 
promotmg MSE products abroad Though ItS mandate does not specifically address 
the MSE sector the Council does have a department that deals with MSE matters 
The Ministry of Trade through ItS trade development officers and commerCIal 
attaches the EPC through ItS Trade InformatIOn Network (TINET) and Internet 
services and the Business Information Centre (BIC which IS about to be 
Inaugurated) should support and encourage market research In order to achieve 
growth In the domestic and external markets They Will also provide the necessary 
business information about local and external market needs and reqUIrements 

Interventlon 7 12 - Mount Trade Promotlon ActlVltles 

The KNFJKA and other MSE aSSOCIations should work closely With the EPC to 
promote their members products through exhibitIOns, trade shows, contact 
promotion programmes market surveys and investigations trade miSSions and 
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solo Kenya exhIbItIons The EPC wIll also strIve to find new market targets for 
the MSE products e g MIddle East Central and Eastern Europe Southern and 
North AfrIca, North AmerIca, and Southeast ASIa The KNCCI IS also expected to 
avaIl effective export trade informatIOn through the trade information pOints 
This orgamsatlon needs to work closely with the EPC In information disseminatIOn 
so that the two orgamsatlons supplement rather than duplicate each other s 
effort The MinIstrIeS of Trade, Foreign Affairs, AgrIculture Livestock Development 
and Marketing In partnership with the prIvate sector, should collaborate In market 
research on a continuing basIs MSEs should be able to apply to the KNCCI to 
carry out market research Export Insurance agencies can be approached to finance 
all or part of overseas markets 

General exhibitIOns trade shows contact promotion programmes market 
surveys and investIgatIOns trade miSSIOns and solo Kenya exhIbitIOns have helped 
to Introduce Kenyan products to the market espeCially the external market Focus 
should now be on sectoral exhIbitIOns for the promiSing sectors and sub sectors 
For Instance the metal work sector could hold an exhIbitIOn on the sector's 
products This would help to IdentIfy the potential customers and also the unique 
marketing problems faced by that partICular subsector Furthermore, such forums 
can be the settmg for establishing linkages and subcontracting arrangements 
between MSEs and large enterprIses The EPC whICh has been orgamslng external 
exhibitions the KNFJKA, NJKEMA and other MSE aSSOCIatIOns should work closely 
to organise these exhibitIOns 

Interventl0n 7 13 - ProVlde Tax IncentlVes for Exporters 

The Ministry of Finance should consIder exempting from quantitative Import 
restrIctions those Imports used as Inputs In the production of exports ThIS should 
also Include raw materIal Imports used for export productIon whICh could be 
exempted from tarIffs DomestIc firms prOVIding intermediate Inputs for export 
production should also be exempted from Import dutIes An additIOnal factor to 
conSider IS the exemption of exports from indirect taxes such as harbour charges 
TIllS will not only benefit MSEs In export bUSiness but Will also strengthen linkages 
for the MSEs that provide Inputs to exporting firms 

Production of export goods could be boosted Iffirms espeCIally MSEs enjoyed 
substantial reductIons In busmess Income tax on profits derIved directly from 
exports The MSE aSSOCiations working closely with the MinIstry of Finance should 
look for ways of redUCing thiS tax on profits 
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Interventl0n 7 14 - Match Technology Acqulsltlon and Product 
Improvement to Export Markets 

Access to and upgradIng of technology has a major Impact on export capability 
Exporters need the latest production and packagmg technologies to cater 
effectively for the reqUirements ofmternatlOnal markets CompanIes with lower 
levels of technology are m many cases relegated to domestIc markets KIRDI has 
a key role to play In developIng appropnate technology for Kenyan MSE exporters 
This should be simple, IneXpenSIve yet InternatIOnally acceptable technology 
Sectoral assoCIatIOns should therefore lIaise wIth KIRDI for theIr members to 
benefit from the InstItute's research work on the export market 

MSE operators should be Introduced to the InternatIOnal Standards 
OrganiZatIon (ISO 9000) The Kenya Bureau of Standards (KEBS) should come up 
with a programme to assIst the SSJKEs and exporters to address quality related 
Issues and to publICIse ISO 9000 so as to ensure that our producers are able to 
meet the InternatIOnally accepted qualIty standards In thIS era of globallsation 
and IIberalIsatlOn, and with the revolutIOn In InfOrmatIOn technology, the notIOn 
of time and distance has become Irrelevant By a few punches on a computer 
keyboard, one can put an order for all kInds of goods from any part of the world 
The result IS cutthroat competitIOn In the world market, WhICh means that only 
the very best will survIve High productIVity, high qualIty and high technology 
are of utmost Importance to any exporter MSE aSSOCIatIons should therefore 
work closely with KEBS the WeIghts and Measures Department ofthe Mmistry 
of Industry and other such bodIes to ensure that Kenyan exports are of high 
qualIty and standards 

Interventlon 7 15 - Create an Enabhng Envlronment 

There IS need to create a condUCive and enablIng envIronment not only for the 
MSE sector but also for other sectors If the economy IS to grow Presently among 
the most critIcal dlsmcentlves to the growth of the MSE sector are poor 
mfrastructure harsh legal and regulatory enVIronment, insufficient and 
Inappropnate technIcal and vocational traInIng, and Insecunty 

While the first three dISInCentIves have been tackled elsewhere In thIS volume, 
the Government should seriously address the Issue of Insecunty It IS generally 
belIeved that the clashes that engulfed parts of Coast ProVInce contnbuted greatly 
to the declme In tOUrist arrivals In the country Many people have lost their Jobs, 
and MSE operators, particularly wood carvers, small tour operators/gUides and 
restaurants, those who sell foodstuffs to hotels and restaurants, and barbers and 
beauty shops serVIng the tounst, were affected adversely Though the SItuatIOn 
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has now been brought back to normal, It IS Important to ensure that such ugly 
IncIdents do not recur It IS also Incumbent upon the leaders of varIOUS shades to 
supplement Government efforts by sensltlsmg the masses on the need for peaceful 
coexIstence among varIOUS communItIes 

The Issue of an enablIng envIronment also relates to the macroeconomIC 
condItIons mentIoned elsewhere In the SessIonal Paper A prereqUIsIte for healthy 
MSE sector development IS a favourable macroeconomIc polIcy structure that 
ensures a stable natIonal currency, controlled InflatIon and predIctable exchange 
rates A sound commerCIal framework consIstIng of more open markets, cost­
effectIve systems for delIvery of credIt and technIcal support, protectIon of 
Intellectual property and the enVIronment, and consumer assurance of qualIty IS 
also essentIal for busIness formatIon and growth 

There IS need to reassess the Impact of IIberalIsatlon partIcularly on local 
producers, e g , the textIle subsector ThIS IS because total IIberalIsatlOn has had 
a negatIve effect on local IndustrIes, partIcularly those that are agro-based The 
multIplIer effects that emanate from thIS IIberalIsatlOn can lead to the death of 
the agrIcultural sector, whIch IS the maInstay of Kenya's economy BeSIdes, our 
tradIng partners lIke the USA South AfrIca and the EU also exercIse a measure of 
protectIon for theIr IndustrIes The 100% tax Increase on Imported sugar by the 
MInIster for AgrIculture should be extended to other commodItIes that can be 
produced locally 

Interventlon 7 16 - Encourage MSE AssoClatl0ns 

The establIshment of strong MSE aSSOCIatIons should contInue to be encouraged 
Sectoral and subsectoral assocIatIons can help not only In lobbYIng for members 
but can also be of great value In marketIng For Instance, an assoCIatIOn that 
brIngs together all the small-scale frUIt processors could help ItS members to 
produce under a common label whICh wIll help them to compete effectIvely 
WIth the large-scale enterprISes ThIS could be through enhanCIng theIr chances 
of acqUIrIng credIt where the assoCIatIOn acts as a guarantor for the credIt 

The assocIatIons should also make use of the External Resources Department 
In the MInIstry of FInance ThIS IS a faCIlIty that IS hardly used by MSEs yet WIth 
a well presented bUSIness proposal, MSEs can acqUIre external fundIng through 
thIS faCIlIty It could also organIse the members In caterIng for a large export 
order Such an assocIatIOn could even be In a posItIOn to stage an exhIbItIOn for 
the subsectors' products only MSEs should therefore borrow a leaffrom strong 
assocIatIOns lIke F-PEAK, whIch IS able to proVIde varIOUS servIces to hortIcultural 
producers 
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Strong assoCIatIOns could also cater for the needs of MSE operators who 
constItute the "mIssIng mIddle" ThIs IS the group ofMSE operators, emploYIng 
between 10 and 50 workers, who feel that they have outgrown the mlcroenterprIse 
assoCiatIons but at the same tIme are not bIg enough to JOIn the lIkes of KAM 
ThIs group may be facIng unIque marketIng constraInts (e g , dWIndlIng foreIgn 
markets, subsIdIsed cheap Imports dumped Into the local market) that could 
only be catered for by an organIsatIon that deals specIfically wIth that category 
of MSE VarIous mInIstrIes dealIng wIth the MSE sector, e g , the MInIstry of 
PlannIng and NatIonal Development (MSE DIvIsIOn), MInIstry of Research and 
Technology (DIrectorate of ApplIed Technology), MInIstry of AgrIculture, LIvestock 
Development and MarketIng (MarketIng Department), MInIstry of NatIonal 
HerItage Culture and SocIal ServIces (Women's Bureau), MInIstry of Trade (Trade 
Department), MInIstry of IndustrIal Development (Department of Industry), and 
the MInIstry ofLocal Government, should be sensltlsIng MSEs on the Importance 
of such assocIatIons For Instance they have the potentIal to mobIlIse funds 
through member contrIbutIons, whIch can be used to Improve the marketIng of 
theIr products 

InterventlOn 7 17 - Formulate an Export Promotl0n Strategy 

Above all else, the successful markets for MSE products wIll depend heavIly on 
the scope and depth of an export promotIon strategy The strategy Itself should 
Include an evaluatIOn offorelgn markets and an appreCiatIon of how busIness IS 
conducted abroad It should also entaIl the IdentIficatIon, evaluatIon, selectIon, 
and contactIng of potentIal customers, agents, dIstrIbutors and partners and 
the modIficatIon ofMSE products to meet the speCial needs offorelgn customers 
Other elements of the strategy should Include conductIng an advertIsIng campaIgn 
abroad, arrangIng for shIppIng, Insurance and customer clearance, understandIng 
regulatory reqUIrements of the export market, and arrangIng for export finanCIng 
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CHAPTER EIGHT 

Technology Policies and'Strategies 
Kenneth Aduda and Harry Koone 

ConventIOnal economiCS, which has considerable mfluence on the way societies 
plan and manage themselves has had difficulties commg to gripS with what 

technology IS In many cases, economists and development planners have tended 
to reduce technology to hardware It IS not uncommon (at least m the Kenyan 
context) to find planners who focus their technology development strategies 
entirely on the acqUisition of hardware, without recogmsmg that hardware IS 
Just one component of technology This approach oversimplIfies as well as 
misplaces the knowledge component of technology 

Kenya like any other developing country contmues to rely on the 
mdustrIalIsed countries as sources of new technology We have lImited capacities 
to manage techmcal change, and more relevant technologies Furthermore our 
capacity to aSSimilate new foreign technologies IS lImited 

PolICies designed to promote technological development at variOUS levels 
are either nonexistent m Kenya or not well defined In additIOn the pursUit of 
such polICies, where they have been establIshed, IS constramed by the lack of 
appropriate mstltutlonal arrangements, lack offinanCial resources, weakness In 

the sCientific and mdustrIal systems and absence oflmks between research and 
productive activities 

To put these Issues mto perspective the Kenya Industrial Research and 
Development Institute (KIRDI), With the fundmg of the InternatIOnal Center for 
Economic Growth (ICEG), recently concluded a detailed research study Drawmg 
on thiS study thiS chapter highlIghts the technology SituatIOn m Kenya, eXlstmg 
technology polICies and polIcy options and strategies that the study mdlcated 
can accelerate and sustam the development of the MSE sector m Kenya 

TECHNOLOGY STATUS IN KENYA 

Technologies are Identified not so much by their functions as by their character 
we talk ofmechamcal technology biotechnology and information technology 

Most of the new technologies are sCience-intense and complex Thus technology 
cannot be reduced to hardware or machmes It mvolves certain kinds of taCit 
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knowledge embodIed not only In hardware, but also In persons, organisatIons 
and cultural practIces Generally, technology IS a body of knowledge of techniques, 
methods processes and desIgns The knowledge IS generated and applIed wIthIn 
specIfic sOCIo-cultural and economIC contexts Here technology generatIon IS 
condItIoned by socIal factors In thIS sense technology can be defined as a socIal 
value 

That technology and more speCIfically technologIcal change-whIch IS the 
generatIon development and dIffusIon of new technology-has transformed the 
SOCIoeconomiC fabrIc of Kenyan socIety IS undIsputed It IS wIdely recognIsed 
that socIeties change and develop through the generatIOn and applIcatIOn of 
technologIcal InnOvatIons SInce the late eIghteenth century when the first 
IndustrIal revolutIOn began, growth In Industry has always been led by 
breakthroughs In technology The level of IndustrIalIsatIOn In a country IS a good 
IndIcator of the technologIcal development of that country Industrial 
development IS at Its Infancy In Kenya Save for the few multInatIOnal companies 
In the medIUm and large enterprIse category, most other enterprIses partIcularly 
MSEs, use thIrd to fourth generatIon technologIes 

IndustrIal technology development m Kenya IS yet to take off Apart from a 
few Isolated success stOrIes, Kenya stIll relIes heavIly on Imported technology 
The plant and machmery most MSEs use to produce consumer goods and servICes 
have nil technology (know-how) value For MSEs m Kenya to catch up wIth global 
technology levels the followmg steps wIll have to be taken 

Encourage consumer goods manufacturmg enterprIses to acqUIre the latest 
technologIes technologIes that are effiCIent m use of materIals and utIlItIes 
m addItIon to beIng envIronmentally frIendlIer 

2 Reduce the ImportatIon of embodIed technologies In form of plant and 
machInery and mcrease the acqUisItIon of dIsembodIed technologIes (know 
how), thIS WIll lead to the growth of mdustrIes producIng capItal goods 

3 Develop natIOnal capacIty In toolIng, deSIgn and mdustrIal engmeermg 
4 Develop natIOnal capacIty for the productIon of speCIalIsed software for the 

control of production processes 
5 Harness and dlssemmate software on speCIal talents and skills In arts, musIC, 

film, sports and other entertamment/recreatlOn areas 
6 Develop capacity to generate knowledge through research and development 

(R&D) for applIcatIOn m MSEs 

MSEs In Kenya and other developIng countrIes have yet to accomplIsh even 
level one In thIS hierarchy The newly mdustrIalIsed countrIes have accomplIshed 
levels one and two and are currently gomg through levels three and four The 
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developed countries are currently dominating levels four to SIX Experience shows 
that It IS not practical to Jump through the levels A country must first establIsh 
and sustain a strong base at the lower level and bUIld on this foundation to 
establIsh the higher levels In a pyramid form 

Desued Technology Status for MSEs m Kenya 

Clearly Kenyan MSEs have yet to embrace all the dimensions of technology It IS 
well understood and apprecIated that plant and machinery can only produce the 
desIred results If well combined with appropriate human SkIlls, informatIOn and 
organIsation structure ThIS grey area needs a great deal of attention If our MSEs 
are to grow and thrIve In a IIberahsed economy Pohcles and strategies Will be 
reqUIred to force change In the sector for the operators to shift from thinking 
only of plant and machinery to taking an Integrated approach that embraces all 
facets of technology 

There are serIOUS shortcomings In technology management According to 
the KIRDI study, most MSEs In the fields of food processIng metal and metal 
products, wood products, leather and textIles, and stone carvings do not 
apprecIate the hnk between the success of a product on the market and the 
technology used In the productIOn of the product Less than 33% of the 
entrepreneurs have been educated beyond prImary school level and practIcally 
all have no formal training In technology management Yet over 60% are dissatisfied 
with the technology they use and blame thIs on lack of information and resources 
Pohcy interventIOn IS urgently needed to enhance awareness of the need for 
planned and Increased Investment In technology management 

A majority of the MSEs are innovatIve and have the desIre to Improve theIr 
technologIes, almost 90% of those contacted express this desire Many attempts 
at producIng Innovative products at both consumer and capital levels can be 
witnessed among the MSEs However, most of these do not attaIn any commerCIal 
value and It IS clear that the innovatIOn process IS clogged This status quo needs 
urgent address, and approprIate policy measures need to be Implemented to 
enhance successful innovatIon and hence growth of MSEs 

Besides innovatIOn and technology management, httle formal informatIOn 
exchange takes place among the MSEs themselves and even other stakeholders 
In the sector Informal contacts and partICularly copyIng of product designs wIthIn 
one productIOn area are prevalent but very httle exchange of technologICal 
informatIon across the dIstricts of Kenya takes place For the sector to grow 
faster, this trend needs to be reversed Information networks that allow not only 
natIonal but internatIOnal exchange of informatIOn are urgently needed Policy 
Intervention IS reqUired to Improve access to technologIcal Information by MSEs 

Besides these primary Issues there are other Issues that retard technology 
development among the MSEs These Include weak or ineffective technIcal 
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support serVICes and lack of access to utIlitIes, partIcularly electrICIty Urgent 
polIcy measures are desIrable to enable MSEs to have access to affordable 
electrIcIty and techmcal support servIces from public mstltutlOns NGOs, and 
prIvate small and medIum consultants 

Expenences from the Industnahsed Countnes 

A comparISon of Kenya and some of the mdustrIalised countrIes, partIcularly the 
newly mdustnallsed countrIes (NICs), shows a bIg gap m technology levels As 
explamed earlier sustamable mdustnal growth IS always preceded by growth m 
technology Smce the eIghteenth century technology has contmued to evolve 
leadmg to the vanous mdustnal revolutIOns-nuclear, bIOtechnology space, 
computer and now mformatlon Industnallsatlon polIcIes and strategIes must 
therefore embrace technology polIcIes and strategIes 

Kenya could learn a great deal by Implementmg some of the polIcIes used by 
these countnes to develop a strong technology base m theIr mdustnaiisatlon 
processes PartICular attentIon should be gIven to the expenences ofindla, South 
Korea and Japan It IS a good practIce m polIcy settmg not to expenment With 
new Ideas but to select already proven successful strategies and adapt them to 
one's own case ThIS rule of thumb applIes to technology development m 
underdeveloped countnes as well 

The NICs have endeavoured to enhance access to markets for MSE products 
through several polIcy measures ThIS market support has guaranteed mfant 
MSEs mdustnal growth and by extensIon sustamable technological growth 
Among the measures used are steps to strengthen Imkages With medIUm and 
large enterpnses and to protect shares of publIc markets 

• 
• 
• 
• 
• 
• 

• 

• 
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Other strategies mclude 

Dedicated agency for global technology forecastmg 
Systematic Improvement of standards m MSE products and practIces 
Encouragement of backyard R&D 
Strong deSign and analYSIS bias m the educatIOn system 
Strong support for computer software development 
IncorporatIOn of tradItIons and mdlgenous cultures mto technology 
development 
BIas towards and development of ' copy and develop" strategy m technology 
development 
DedIcated department wlthm Government to handle all MSE Issues, e g , the 
SIDOs (smallmdustnes development orgamsatlOn) 
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Although these are not new to many Kenyans most of them have not been 
Implemented In this country This polIcy ImplementatIOn gap between Kenya 
and the NICs IS Indeed responsible for the industrial and technological gap 
between these countries The proposed polIcy measures discussed later In this 
chapter are an attempt to brIdge thiS gap 

CONSTRAINTS TO TECHNOLOGY GROWTH IN KENYA 

A study of MSEs m Kenya brmgs out two categorIes of constramts to 
technologICal growth that must precede Industnal growth These are a lack 

of capacity among MSEs to Identify seek and use appropriate technologies In 
their production and a non enablmg environment that Impedes access to 
technology 

Llmlted Access to Technologlcal Informahon 

InformatIOn on where and how to source available technologies IS hardly available 
to MSEs There are no networks In place between the MSEs and the developers 
of technology and polIcy makers Industrial and technology extension officers 
are frequently weak or ineffective 

Equally weak IS the capacity of MSEs to access and Interpret the lIttle 
InformatIOn that IS available Most of them do not read the dally newspapers 
which are often used as the medIUm for announCIng new programmes and 
opportunIties The language used (maInly EnglIsh) IS also a constraInt 

Due to expensive transportation ways In Kenya the mobilIty ofMSEs IS lImited 
hInderIng them from accessing InformatIOn ThiS coupled With lII .. ffordable or 
nonexistent commUnIcatIOn ways, presents a major constraint to access to 
InformatIOn 

llmlted Access to Techmcal SefVlces 

Inherently, most MSEs are bUilt around the owner or pIOneer entrepreneur who 
lacks the capaCity to attend to all tasks of the enterprise They therefore rely 
heavIly on support services from NGOs consultants and publIc institutions Such 
services Include market development, product development and qualIty assurance 
technology management patentIng and packagIng The Institutions expected to 
prOVide such services In Kenya are weak and lack the capacity to meet the demand 

Non-Funrnonal Innovatlon System 

A functional mnovatlOn system IS the key to the SOCIOeconomic development of 
any nation ThiS process ensures that market based Ideas on new products and 
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processes are translated Into actual products and processes on the market For 
this to happen a complete cycle of the Idea from the market to R&D based 
technology development, through respective engIneerIng and Industrial 
enterprises, to physical goods on the market, must take place This reqUIres 
strong natIOnal or, where applicable, subregIOnal institutIOns to support MSEs 
In less developed countries like Kenya such institutIOns must be established 
through public funds as they do not offer attractive bUSiness opportumtles for 
private Investment 

Even where the institutions eXist, there are very weak lmkages between them 
and MSEs Moreover, there are no fiscal or monetary mcentlves for the few and 
Isolated breakthroughs that have been witnessed This can be traced further to 
weak or nonexistent sCIence and technology policy 

The clogging of the innovation process has proved to be a big constraint to 
MSE growth, With the result that mnovatlve Ideas are not tapped for SOCIOeconomic 
growth Policy intervention IS urgently reqUIred to reverse thiS trend 

Weak Lmkages between MSEs and MLEs 

The experience of mdustrlahsed countries has shown that the most effective and 
practical way oftechnology transfer to MSEs comes from the direct partnership 
With medIUm and large enterprises (MLEs) Such partnerships may take the form 
of subcontractmg, Jomt ventures, lIcensmg or franchise or leasmg or hire 

There are very few such partnerships among the local enterprises ThiS state 
of affairs may be traced to a number of constraints poor standard ofMSE products 
and technologies, lack of informatIOn on eXisting opportu111tles, lack of fiscal 
mcentlves for the MLEs to collaborate With MSEs, and lack of mecha111sms or 
forums for exchange of information Policy intervention would go a long way to 
reverse thiS trend and enhance dIalogue and collaboratIon among these groups 

Lack of VlSl0n m Technology Evolutlon 

The Idea of seeking and speedily adopting the newest technologies has not really 
taken root In Kenya ThiS applies not only to MSEs but also to many policy makers 
and planners It IS not unusual to read even In the most recent pohcy documents 
statements advocatmg labour intensive technologies The debate on whether to 
adopt labour or capital intensive technologies serves no purpose today, the world 
has changed to knowledge-based technologies as a long-term strategy for 
Industnaltsatlon Furthermore the understandmg of appropnate technologies 
has changed to remove the linkage of tl1lS term to older generatIOn or manual 
technologies Today It IS understood In terms of Its ability to produce market or 
demand led products 
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There seems to be a fear of new technologies among some pohcy makers 
and planners This fear may be allayed If one remembers the words of Rogers 
and Meyer no student of engineering, however sCience-based his courses 
may be, should forget his ultimate aim IS 'the design of new eqUipment whICh IS 
both more effiCient In operation and cheaper to produce and maintain than ItS 
predecessor The natural resources of our planet are not unhmlted' A reflection 
on this quote shows that poorer nations need to adopt the latest technologies as 
a means for the prudent management of their resources No new technology 
can find a market In today's competitive world If It IS not based on Rogers and 
Meyer's thinking 

As alluded to earher technology continues to evolve In the long-term passage 
through vanous revolutlons-hke the "computer revolution" that has led to the 
ongoing 'information revolutIOn" In Kenya today, Industry and partICularly MSEs 
lack gUidance on the way forward m matters pertammg to technology 
development This has been traced back to the lack of a national system for 
technology mOnItonng and forecasting 

Underdeveloped Entrepreneunal Skllls 

Enterpnse IS the key word to innovatIOn Successful MSEs have been found to 
be those wllhng to seek and try new Ideas New Ideas require technologies for 
their Implementation As technologies become more and more knowledge-based 
so must entrepreneurs become more knowledgeable Most Kenyan MSEs are 
charactensed by key players who have not been educated beyond high school 
This IS a major constraint to technology growth 

On the other hand there are many graduates from Universities and 
polytechniCS plYing the streets In search of employment The MSE concept does 
not reqUire that everybody there be self-employed' There will always be self­
employed and employed people and expenence shows that the latter will always 
be the maJonty It appears prudent to Inject better educated graduates Into the 
MSE sector who will be the employers of their less educated colleagues The 
cost of skills and entrepreneurship transfer Will be much less 

Llmlted Access to Appropnate Technology 

The ease With whICh MSEs may access technology IS determined to a great extent 
by the avallablhty of the local technology being sought The amount of embodied 
technologies produced In Kenya IS hmlted This Imphes that most technologies 
have to be Imported and hence cost much more In terms of both time and money 
The situation IS even worse for disembodied technologies that come In the form 
of blueprints or software Practically all such technologies have to be Imported 
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ThIS sad picture IS traced to weak R&D institutIOns In Kenya There IS lack of 
capacIty In both publIc and prIvate R&D Il1stitutlOns PolIcy interventIon IS needed 
to reverse thIS trend and foster local technology development 

lack of Skllls m Technology Management 

At the enterprIse level, keen attentIOn has to be paId to selectIon acquIsItIOn 
and maintenance of technology Most MSE operators In Kenya do not conscIOusly 
plan and manage theIr technologies However they stIll In one way or the other 
engage In the followmg actIvItIes of technology management IdentIficatIon, 
vettmg negotIatIOn, acquIsItIOn, adoptIon, adaptatIon and absorptIon and 
mamtenance and nurturmg 

A study of the MSEs In Kenya shows that most of them are yet to apprecIate 
that technology has a defimte lIfe cycle It IS born nurtured, consumed and 
fades away As technology evolves over decades and centUries mdividual 
technologIes undergo thIS cycle SystematIc plannmg for the replacement of 
technology IS urgently needed m our MSEs There IS also need for them to 
apprecIate that the value of technology IS dIfferent from that of plant and 
machinery and that young technologIes are mherently superIor and hence cost 
more 

The MSEs requIre most support m thIS field of technology management In 
addItIOn to support serVIces provIded by NGOs and publIc mstitutions, there IS 
need for the Government to create the necessary enablmg enVIronment The 
poliCies and strategIes dIscussed In tillS chapter will therefore focus on provIdmg 
an enablmg enVIronment that faCIlItates MSEs to manage theIr technologIes 

llmlted Access to Electnclty 

ElectrIcal energy IS the most convel1lent and elegant form of energy Most 
processes today (also natural processes) are not only operated but also controlled 
and regulated electrIcally The consequence of tl1lS fact IS that all modern 
technologIes are based on electrICIty Unfortunately, most Kenyan MSEs have no 
access to electrICIty, and hence are h111dered 111 technological growth 

REVIEW OF EXISTING POLICIES AND PROPOSALS FOR CHANGE 

PolIcy Issues relat111g to technology have been covered 111 varIOUS documents 
partIcularly the seSSIonal papers, development plans acts of ParlIament and 

other natIOnal documents lIke the NatIOnal Council of SCIence and Technology 
reports Most of the polICIes are not speCific 111 address111g the Issues of technology 
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for the MSE sector but It IS Implied In SessIOnal Paper No 2 of 1992 Small 
EnterprISe andJua Kal! Development 111 Kenya the Government declared ItS mtentlon 
to support Imtlatlves to promote subcontractmg between large and small 
enterpnses as means of technology transfer, support mstltutlons mvolved m 
technology development and dIffusIon set up rural based infOrmatIon exchange 
centres to provIde markets for MSE products, and carry out surveys on technical 
workforce capacity 

The Eighth NatIOnal Development Plan outlIned the Government's mtentIOn 
to come up with programmes to assIst MSEs and exporters to Improve product 
quality The plan also called for setting Up dlstnct based busmess infOrmatIon 
exchange centres, IdentIfYing technological and workforce reqUirements for the 
sector and strengthening institutIOns that support Jua kalr technologIes This 
has yet to be done 

The SCIence and Technology Act (Cap 250) lays the institutIOnal framework 
for the promotion and development of sCience and technology In particular, It 
mandates KIRDI to conduct Industnal research and development In Industnal 
and allIed technologies The Institute IS expected to proVIde sCientIfic and 
technologIcal knowledge and servICes for the attamment of a level of self relIance 
In technology and for creating self-sustamIng mdustnal development m Kenya 

Successes and Gaps m the EXlstmg Pohcles 

As summansed above the Government has made a good effort to formulate 
policy objectives that-If fully Implemented-would have a measurable Impact 
on the growth of the MSE sector Even though most of these objectives are not 
targeted speCifically at technology development they would mdlrectly enhance 
technology If Implemented In thiS sectIon some successes and faIlures In policy 
Implementation are highlIghted 

Ongoing Government and donor supported programmes are makmg some 
progress In the ImplementatIOn of the stated polIcy measures Notable here are 
the World Bank supported MICro and Small Enterpnse Technology and TraInmg 
Programme, the European Umon supported MICro Enterpnse Support Programme 
and the UNDPlMmistry ofPlannmg programme as well as several others pIOneered 
by such bIlateral donors as United States Agency for InternatIOnal Development 
German Agency for Techmcal Cooperation and the BrItISh Department for 
InternatIOnal Development The services proVided to MSEs through these 
programmes mclude product and market support trammg land and sheds mICro 
finance and technical skIlls upgrading 

In general most components of these programmes have been Implemented 
or are currently bemg Implemented and some progress has been made towards 
achieving the Government policy ObjectIves Nevertheless little or no Impact 
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has been felt In the MSE sector 
Several reasons have been advanced for the minimal Impact made so far 

through Government intervention Notable are 

• PolIcy formulation IS not comprehensive 
• Strategies for policy ImplementatIOn are lacking 
• PoliCies In the different ministrIes are Isolated and not harmonIsed 
• There IS no strIct mOnitorIng and control of the Implementation process 
• No benchmarks are set at the planning stage 
• Sessional papers are not translated Into law In the form of Parliamentary 

acts, so they lack the necessary legal backing for ImplementatIOn 
• The prIvate sector IS not Involved In polIcy formulatIOn 
• SpecialIsed ImplementatIOn agencies are not Involved In polIcy 

ImplementatIOn 

These shortcomings In the Kenyan polIcy formulatIOn and ImplementatIOn 
process Will have to be addressed In future polIcy making 

Proposed Technology PollCles 

It IS Important at thiS stage to clearly differentiate policy objectives from policy 
ImplementatIOn strategies Objectives are relatively easy to formulate but 
strategies require a thorough understanding of the environment In which the 
policy IS to be Implemented, particularly the capacity and abIlity of the 
ImplementIng agent and the financial resources available for ImplementatIOn 

PolIcy ImplementatIOn reqUires some tools and Instruments These are 
discussed In the next sectIOn, thiS section looks at major polIcy objectives 
respective to the constraInts enumerated earlIer These objectives are to 

• Create and strengthen networks among all stakeholders In MSE development 
to Improve access to IndustrIal and technological informatIOn 

• Increase the capacity of both prIvate and publIc sector service prOViders to 
Improve the access of MSEs to technical services 

• Foster strong linkages between MSEs and research and technology 
organisations (RTOs) particularly R&D Institutions, to enhance the natIOnal 
mnovatlon process 

• Foster partnerships between MSEs and MLEs for rapid and sustaInable 
technology exchange 

• Set up a systematIC approach to mOnitorIng and forecastIng of national and 
global technological evolution and revolution to expand our technological 
VISion 
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Nurture an entrepreneurship culture and good busmess practices among MSEs 
to foster their capacity to embrace new technologies 
Create an enabling environment for upgradmg technologies to appropriate 
and cleaner productIOn processes 
Improve technology management capacity among MSEs 
Improve MSEs' access to electricity 

STRATEGIES FOR TECHNOLOGY POLICY IMPLEMENTATION 

Good Prarnces for Polley Formulatl0n 

Experiences from the mdustrIallsed and newly mdustrIallsed countries have shown 
certam practices that could be transferred to Kenya The followmg list Includes 
some examples of what seems to be absent m the Kenyan policy formulatIOn 
process 

• SessIOnal papers and national development plans should be backed by acts 
of Parliament to give the necessary legal environment for policy 
Implementation 

• Ministerial or sectoral poliCies should be harmomsed with the national vIsion 
synergy across poliCies should be encouraged 

• Policy objectives should be specific and preferably Implemented through 
dedICated programmes overseen by dedicated Implementation agencies, and 
should be time bound to five and ten-year periods 

• Implementation should be left to private sector and speCialised public 
agencies the Government should play the role of faCilitator 

• National poliCies should be comprehenSive and should speCify measurable 
success indicators 

• Policy formulation should be based on research findings and should mvolve 
the private sector 

• A national policy on the allocatIOn of public funds should be put m place 
• Plans should be based on and gUided by anticipated funds allocatIOn 

Instruments and Tools for Technology Polley Implementabon 

In thiS section we propose some tools and Instruments that need to be put In 

place as part of the policy ImplementatIOn strategy or as a prereqUisite to the 
ImplementatIOn process We relate these to the constraints and policy objectives 
discussed earlier 
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Interventron 8 1 - Foster networiang 
ThIs process can begm by c1asslfymg MSEs on the basIs oflevels ofmvestment m 
technology The present classIficatIon accordmg to number of employees IS not 
sUItable for mOnltormg technologIcal growth and hence vertIcal growth of the 
MSEs Further, sectoral based MSE aSSOCIatIOns should be formed to facilItate 
technologIcal mformatlOn flow through the aSSOCIatIOns, and regular technology 
markets should be organised ThIS IS a cheaper alternatIve for technology 
mformatlOn exchange 

Interventron 8 2 - Instrtute techmcal support semces 
A NatIonal Industrial R&D Fund should be estabhshed, WIth both private and 
pubhc R&D mstltutlOns drawing from thIS fund to develop technologIes for MSEs 
Then, urgent actIon should be taken to strengthen capacIty m private and pubhc 
research and trammg organisatIOns The eXlstmg public RTOs should be 
restructured and reformed to operate mime WIth good practIces prevalent m 
the private sector ThIS means that the budgetary allocatIon for R&D should be 
enhanced At least 1% of GDP should be allocated to R&D, out of whIch 20% 
should go to industrial R&D In hne WIth the contributIOn of the mdustrlal sector 
to GDP 

Interventron 8 3 - Provrde support for mnovatron processes 
ThIS WIll reqUIre several actIons An S&T pohcy should be put m place, followmg 
the general gmdehnes gIven earher, as well as an industrial technology pohcy 
FIscal and monetary awards for mnovatlOn should be Implemented and venture 
capItal funds should be estabhshed 

Interventron 8 4 - Foster partnershlps wrth MLEs 
Laws governing local and foreIgn partnershIps and contracts should be enacted 
including among other thmgs fiscal mcentlves to encourage MLE partnershIps 
WIth MSEs Moreover, MSEs should be aSSIsted to develop the capacIty to seek 
and negotIate for partnershIps 

Interventron 8 5 - Momtor global technologrcal changes 
ThIS can take place on two levels (1) an agency for technology mOnitoring and 
evaluatIon should be set up, and (2) capacIty In MSEs to mOnitor and forecast 
technology should be developed 

Interventron 8 6 - Bmld entrepreneurs' envrronmentai awareness 
An envIronment conservatIon pohcy WIth partIcular reference to MSEs should be 
formulated and Implemented, WIth fiscal incentIves enacted to encourage MSEs 
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to upgrade to cleaner production As well, gUIdelInes on ImportatIOn of 
technologies should be developed and dissemInated 

Intervennon 8 7 - Ensure the avallabll7ty of elednaty 
RelIable electnclty supply IS essential to growth Capital costs for power 
connectIOn to MSEs should be subsidised and the Rural Electnfication Plogramme 
should be redirected towards this goal Serviced sheds should be prOVIded where 
practical 

Intervennon 8 8 - Enhance technology management 
This too can take place at two levels (1) a Technology Management Centre should 
be set up, and (2) regular semInars/workshops on technology management for 
MSEs should be orgamsed 

Indlcators of IndustnaL TechnoLogy Growth 10 MSEs 

How will we know If our good policy Intentions are haVing any Impact on the 
ground? A number of indicators have been Identified for evaluating the 
effectiveness of eXisting policies and strategIes Although many of these indIcators 
were found to be of greater or lesser significance In the Kenyan scenano the 
following were validated In the field and confirmed to be of high prIOrity among 
MSEs m Kenya 

• Size and extent of the industrial and technological information network 
• Number of enterprises upgrading their technologies (plant, machmery, skilled 

workforce) 
• Number of new products resulting from the national mnovatlOn process 
• Number of partnerships between small, medIUm and large enterpnses 
• Percentage of enterprIses connected to electriCIty 
• Number and quabty oftechmcal support service prOViders 
• The gap between local and global technology levels 
• Level of entrepreneunal skills 

The level of development of these indICators IS dIrectly related to the mtenslty 
of knowledge-based technologies used m the sector under consideratIOn A 
measure of the mtenslty or level of applicatIOn ofthe mdlcators IS a good gUide 
to the level of development of technology In the MSE sector A pobcy interventIOn 
IS deemed effective If It intenSifies the growth of these indicators, Viewed from 
another perspective policy interventions should be formulated and Implemented 
In such a way that these indICators are enhanced 
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CHAPTER NINE 

Gender Equity 
Mary Kmyan]U7 and Kaendl Mungutl 

T hiS chapter reviews the polIcy stance on gender Issues In MSEs agaInst 
Information drawn from a recent study of more than 200 micro and small 

busInesses In Nairobi, Klsumu Eldoret and Mombasa The study looked specifically 
at food proceSSIng, prIntIng and garment makIng busInesses with the Idea of 
documentIng Information facts and figures on polIcies that affect gender 
Involvement In the MSE sector Issues considered were busIness locatIOn land 
dIVIsIOn of labour time and mobilIty, and the Impact of gender on skIll 
development, capital formation networkIng and other busIness functions 

THE GENDER DIMENSION IN MICROENTERPRISE 

I n Kenya women s productive activities are concentrated In mlcroenterprIses 
In such ventures as hawkIng retaIl trade manufacturIng and perIodIC market 

trade Despite the numerIcal domInance of women In mICro enterprIses there 
are marked gender disparIties and InequalIties between men and women 
entrepreneurs partICipatIng In similar activities The disparIties are found In 
busIness size product mix profitabilIty busIness age technologICal development 
markets finance and busIness locatIOn In addition women and men 
entrepreneurs exhibit different characteristics In terms of age level of educatIOn, 
motivatIOn and time spent In runnIng the bUSIness 

Women are concentrated In enterprises that conform to their traditional 
gender roles Food proceSSIng and garment makIng at the mlCroenterprIse level 
are largely seen as a female domaIn However thiS study reveals a remarkable 
presence of men In these actiVities Male entrepreneurs are takIng up proceSSIng 
of non traditional food products such as JUice makIng and popcorn makIng In 
Mombasa for example all the entrepreneurs In JUICe makIng were young men It 
IS also InterestIng to note that where women have the skills they have made 
Inroads Into non-traditIOnal female activities such as prIntIng Both men and 
women entrepreneurs operated their enterprise as a fulltlme occupation, even 
though women generally spent fewer hours actually at the bUSIness locatIOn 
Primarily thiS IS because women have more household and family responSibilIties 
to attend to 
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It appears that In most cases, male entrepreneurs began business with lower 
start-up capital This was true for Mombasa, Eldoret, Klsumu and Nairobi In the 
food processing enterprises In Klsumu men reported a higher mean start Up 
capital In garment making than women, but In Mombasa men's Investments In 
garment making were lower than those ofthe women entrepreneurs In printing, 
women m Eldoret reported a lower mean start-up capital than men, while the 
converse was the case for Nairobi Start-up capital was drawn from a range of 
sources aSSOCIatIOns, relatives, banks spouses and cooperative SOCieties A larger 
number of women obtamed their funds from personal saVings merry-go rounds 
and non-government orgamsatlons (for example, Kenya Women Finance Trust 
KWFT) as opposed to their male counterparts Many of the men were benefiCiaries 
of neither merry-go rounds nor NGOs 

The mantal status of entrepreneurs has been shown to be an Important factor 
In access to credit and control of the business enterprise In many cases, the Wife 
may operate the busmess, but the husband controls the money This can cause 
problems In the present study, nearly three quarters of the entrepreneurs 
interviewed were married but twice as many women as men were dlvorced/ 
separated or Widowed In Mombasa, women entrepreneurs indicated that It was 
sometimes difficult to stay marned while venturing mto mlcroenterpnses and 
some said they had been forced to separate from their husbands One reason 
was the finanCial demands made by spouses which forced female entrepreneurs 
to draw money from the busmess, resultmg m poor business performance This 
a gender concern that has ItS basIs In unequal men-women relations perpetuated 
through patriarchal SOCial structures It suggests that beSides the external forces 
that militate against women s mlCroenterpnses forces within the household 
particularly the marriage umon, constitute a major obstacle to the stability and 
growth of women-owned enterpnses and their development In Kenya 

For example rich entrepreneurial women are perceived as a threat to SOCIal 
order Most complaints advanced by spouses have to do with the long time 
spent at the enterprise site (espeCially by women) against what IS perceived as 
the defined SOCial roles of their partners wlthm the household This raises the 
Issue of role conflict which many couples apparently do not know how solve­
hence disagreements squabbles and divorce Holding all other factors constant 
the mlcroenterpnse subsector appears to attract and cater for a conSiderable 
proportIOn of women who do not have a spouse s support-widows divorcees 
and other smgle mothers 
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My Day 8egms at 2 O'Clock m the Mornmg 

This IS when I start preparing the mahamn and mbaaZl that I sell In the marketplace 

Once I have completed cookIng the food I leave my house at 5 a m so as to 

arnve at the site where I sell my foods at 6 a m I have to walk for about one 

hour at this time of the morning and I am always afraid ofthleves and muggers 

I sell my food between 6 a m and lOa m every week day and normally leave the 

busIness site at 10 a m I go home then to do the household chores which 

Include cleanIng the compound, gettIng water and cookIng lunch for my children 

At 2 0 clock I start preparing the mbaazl and then bOIl them Later In the afternoon 

I mix the flour for the mahamn In readIness for cookIng I go to bed at about 10 

P m and wake up at 2 a m I follow this routIne five days a week 

(Mahamn are buns made of wheat flour cooked In fat while mbaazl are dry 

cowpeas cooked In coconut milk Kudodoa IS a manual process that Involves SieVIng 

the cowpeas to remove dust espeCIally stony particles before cooking) 

Just finding a place to work IS a problem for women Entrepreneurs In all four 
towns noted that It IS generally more difficult for women to obtain bUSiness 
premises than It IS for men The difficulties Cited as Impediments to women were 
lack offinanCial resources (59 percent) and women's lack ofland rights (39 percent) 
Some of the entrepreneurs (10 3 percent) were of the opinIOn that bigger 
enterprises were generally more favoured In land allocatIOn and as a result both 
women and men entrepreneurs with small enterprises were disadvantaged 

In terms of obtaining speCific locations for their enterprises 59 8 percent of 
the entrepreneurs both women and men, argued that premises were expensive 
to obtain whICh means that many enterprises were operating at the outslmts of 
the vanous towns Some 11 a percent of the entrepreneurs noted that It was not 
pOSSible to obtain SUitable locatIOns, while competitIOn In getting premises was 
also Cited as a problem The other problems faCing entrepreneurs were lack of 
permanent premises power cuts harassment by either City or mUniCipal counCils 
and insecurity which has of late become a menace In Kenya s urban areas 

ExtortIOn and payment of bnbes was termed a major drawback to bUSiness 
activities as were the insensitive poliCies of the mUniCipal counCils Entrepreneurs 
reported paying service charges to the local authontles yet the kiosks they 
operate In do not have the Infrastructure to support bUSiness expansion For 
example honey processors at Karlokor market have no working space, storage 
space or clean safe water ThiS limits their scope for expanding the shop floor 
production space to house large volumes of honey thus they are forced to 
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produce honey In smaIl batches In spite of their high productIOn potential 
Similarly popcorn hawkers In Kahawa West and Glthural use low voltage popcorn 
poppers because the supply of electnclty IS meant for residential purposes 
Because these entrepreneurs cannot use higher voltage popcorn poppers for 
fear of power blackouts their volume of productIOn and expansIOn IS limited 

In Klsumu, fish processors lamented the deplorable situation of the kiosks 
they operate from The kiosks whICh were bUilt several decades ago, lack clean 
running water and a proper sewerage system a situatIOn that leads to constant 
market closures In cases of disease outbreaks The kIOsks have further suffered 
from many years of disrepair and neglect The fish processors are therefore 
forced to restnct their operatIOns to mainly dry fish sales ThiS means that they 
cannot offer fish vanetles such as fiIlets and fresh whole fish as the market may 
demand The mlcroenterpnse fish mongers are lOSing out to macroenterpnse 
fish traders With huge capital to purchase large coolers and refngerators Thus It 
IS Important that mUnicipal counCils offer services commensurate With the taxes 
leVied on the mlcroenterpnses, who constitute a large proportIOn of the firms 
that remit some of their Income In the form of revenues to the counCils The 
mUnicipalities could play an Important role In creating an enabling environment 
for the mlcroenterpnses thus removing the stlgmatlsatlOn of such enterpnses 
where they are merely seen as a nUisance 

Enterpnse performance, taken to refer to the entrepreneur's monthly or 
annual gross profits did not differ significantly by sector gender or location 
Mombasa-based male entrepreneurs In food processing reported a mean monthly 
gross profit ofKsh4 593 while female entrepreneurs' mean profit was Ksh5,675 
In Eldoret, male entrepreneurs reported profits of Ksh37 661, while those of 
female entrepreneurs were Ksh27 800 In Klsumu the gross profits were Ksh3 454 
for male entrepreneurs and Ksh4 150 for female entrepreneurs Female 
entrepreneurs In Nairobi reported a mean profit of Kshs30,257 while male 
entrepreneurs 111 food processll1g enterprises reported a mean profit ofKsh 15 861 
In garment making male entrepreneurs 111 Mombasa reported a mean profit of 
Ksh8,080 while female entrepreneurs mean profit was Ksh7 790 

HOW SESSIONAL PAPER NO 2 OF 1992 SPEAKS TO GENDER ISSUES 

Government policy and the strategy framework for addressll1g gender concerns 
and Issues that affect women are con tamed 10 SeSSIOnal Paper No 2 of 1992 

The paper acknowledges that gender equity among entrepreneurs In the smaIl 
scale sector IS undermined by the speCial constraints women face Among the 
constraints the SeSSIOnal Paper Identifies are loopholes 10 the Implementation 
of eqUItable laws particularly m employment and Inhentance, as well as 
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dlscnmlnatory and often negative attitudes and sOCIal practICes that lImit equal 
participatIOn of men and women In all entrepreneurIal activities 

The SessIOnal Paper proposes polIcy measures designed to Incorporate gender 
concerns In CIVIC educatIOn and to raise gender awareness In all sectors of the 
economy PolICIes In the paper call for the establIshment of complementary 
trammg programmes on gender SensltlsatlOn usmg a varIety of channels­
women's groups, churches cultural assoCIatIOns Interpersonal commUnicatIOn 
the media formal workshops and seminars 

IncorporatIOn of the gender dimension m the Sessional Paper acknowledges 
the numerIC balance of men and women the need to shift focus m response to 
the needs of women entrepreneurs, and the necessity for affording all Kenyans­
Irrespective of their gender or sOCIal status-every opportunity to realIse their 
full development potential It acknowledges that differences In gender or sOCIal 
status must not degenerate mto differential partiCIpatIOn of men women youth 
and the disabled In acqUlrmg access to national resources 

ImplementatlOn Status of the Gender PollCles and Strategles m Sess10nal 
Paper No 2 of 1992 

Smce the publIcation of SessIOnal Paper No 2 of 1992 the Government has 
pursued polICIes and programmes Intended to Improve the welfare of all Kenyans 
including adoption of strategies that are sensitive to the needs of women and 
men youth and people with disabilIties The Government has supported CIVIC 
education and gender awareness programmes aimed at elIminating negative 
social cultural practICes and attitudes towards women wIth gender SensltlsatlOn 
and awareness raising initiated at all levels AppreCIable progress has been made 
In many areas of gender concern and for the youth and the disabled also 

The most Significant progress has occurred In education and In the review of 
eXisting laws regulations practices and customs that have the effect or purpose 
of ImpaIrIng or nullIfYing the recognitIon enjoyment or exerCIse by women 
Irrespective of their marItal status and on a baSIS of equalIty with men of their 
human rIghts In the CIVil polItICal economic SOCIal, cultural or any other area 

LegislatIOn IS already In effect to protect the Interests of wife and children by 
requIrIng the consent of family members before land can be sold In additIOn 
the law of successIOn entitIes WIves and daughters to a share In the estate­
including real property of their husbands or fathers Notably no law eXists In 

Kenya that prohIbIts women even when marrIed from seIlIng or bUYing land under 
theIr name or from acceSSing credIt faCIlItIes offered by either publIc or prIvate 
institutIOns 
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BesIdes Government efforts to enhance gender equIty, concerns for gender 
and speCIal IIlterest groups have been addressed by varIOUS non-government 
orgalllsatlOns and donors There are already many projects funded by donors to 
benefit women, youth and the dIsabled dIrectly These are III varIOUS sectors­
housmg envIronment credit and finance skIlls development, marketmg, 
entrepreneurship development, poverty reductIOn, agrIculture IIldustry and small 
busllless development Concerted efforts are belllg made to further Improve the 
status of women by resolvlllg conflICts of dIfferent operative legal regImes whIle 
Implementlllg the relevant legal aspects of the Nairobi Forward Looklllg Strategies 
and domestIcatmg the Convention on EIIm1l1ation of all Forms of DIsc rIm illation 
Agalllst Women (CEDAW) 

At the NGO level, the International FederatIOn of Women Lawyers-Kenya 
Chapter (FIDA), OXFAM, Women, Law and Development III AfrIca (WILDAF), and 
Kltuo Cha Shena have all been active III developlllg materIals for use by faCIlItators 
and tralllers With groups of women to promote women's awareness of their nghts 
and focus general legal education on the Issues of VIOlence agamst women 
Indeed, many NGO projects proVide aspects of non formal educatIOn as part of 
their commulllty based projects III agrIculture, health and populatIOn VarIOUS 
publIc and prIvate agencies that proVIde loans to farmers are also focuslllg more 
on the need for speCIal measures to IIlcrease access to credit by women the 
youth the disabled and street persons III both rural and urban areas 

Polley Implementatlon Weaknesses 

All these efforts to 1I1crease opportulllties for gender and speCIal IIlterest groups 
III SOCIal and economic development have had diverse effects Indeed, some of 
the Impacts have been negative m nature because of the cont1l1ulllg SOCIal 
IIlSensltlvlty to the need for equalIty of treatment for men, women youth and 
the disabled Thus, although gender equalIty IS enshrllled III the conStitutIOn, 
adequate efforts have not been made to put gender concerns 1I1to operatIOn 111 

natIOnal legislatIOn and III SOCial practICes Loopholes stili eXist III the applIcatIOn 
of some of the laws-partICularly those perta1l111lg to marnage, IIlhentance and 
employment-that undermllle the achievement of gender equalIty 111 law and III 
realIty and the responsiveness to concerns of the special 1I1terest groups 

Despite the remarkable achievements Kenya has made III the educatIOn sector 
for example, gender dlspantles persist III enrolment and retentIOn rates (Ill favour 
of boys) wlthlll the secondary and tertiary cycles of educatIOn PartICipatIOn 
rates for disadvantaged children sllch as those from female-headed households 
chIldren With disabilIties and chIldren from street familIes are low These dlspantIes 
have contnbuted substantIally to mad equate access and control of economic 
resources and mirror the breadth and depth of poverty among Kenyan women 
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SOCIal norms are stIll characterIsed by cultural practICes that accord lower 
roles and status to women than to men 10 most spheres Wlthm the famIly-and 
despIte the law-these norms are reflected 10 patterns of access and control of 
property and other resources, 1Oclud1Og 10herItance practICes that remforce gender 
dIsparItIes Harmful tradItIOnal practIces, partICularly female CIrcumCISIon and 
wIdow InherItance contInue to expose women to serIOUS health rIsks such as 
HlV InfectIon and are key contrIbutors to hIgh maternal mortalIty Lack of gender 
dlsaggregated data on prevalence of dIseases as well as of data on factors 
determInIng access to and use of health servIces contInues to undermIne 
vulnerable groups, partICularly women PolICies and programmes 10 the health 
sector do not adequately address the reproductIve health needs of adolescent 
gIrls thereby renderIng them more vulnerable than boys to sexual vIolence 
unwanted pregnanCies and HIV InfectIOn 

One of the most preSSIng challenges to achIevIng gender equIty relates to 
the lack of full access to, control over and management of resources by women 
youth and people wIth dIsabIlItIes ThIS IS manIfest In theIr lack of access to 
finance and credIt, theIr low representatIOn 10 cooperatIve socIetIes, and theIr 
lack of access to InformatIOn and approprIate technologIes Gender Imbalances 
are also reflected In anomalIes In women's labour force partICIpatIOn, whIch IS 
hIgher and SIgnIficant In the rural areas but substantIally lower than that of men 
In urban areas Women s share 10 modern sector wage employment IS only 26 
percent (GOK EconomIC Survey 1997) 

Women and other speCial 10terest groups espeCIally people WIth dIsabIlItIes 
and street persons suffer more from envIronmental hazards due to theIr dIrect 
dependence on natural resources Furthermore women's multIple roles as 
protectors as well as frontlIne users of envIronmental resources and theIr unIque 
perceptIOns skIlls and greater knowledge of the management of the envIronment 
as compared WIth theIr male counterparts are overlooked 10 deCISIOns about the 
use of envIronmental resources Both the resources and the deCISIon makIng 
have remamed largely a prerogatIve of men 

THE PARAMOUNT CONCERN ACCESS TO FINANCE 

M ICro and small bUSInesses the world over cIte the lack of credIt for start up 
and expansIon as theIr number one problem ThIS sectIon looks at gender 

Issues 10 the overall area of MSE finance In Kenya 

Savmgs Moblhsatlon 

MSE entrepreneurs have a hard tIme sav10g theIr earn10gs TheIr busmess returns 
are low and so are 10terest earn10gs on sav10gs They have many dependents, 
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and theIr Income from the business must stretch to cover school fees, food, 
shelter and other baSIC necessItIes ThIS IS particularly difficult when business 
performance IS poor Some entrepreneurs have been forced out of the habit of 
saVing because of the Increased cost of lIving, and others are constrained by the 
seasonalIty of their business which affects saVing patterns Other reasons for 
not saVing are small profit margll1s, hIgh minimum balances for saVings accounts 
reqUired by banks and non membership In a saVings organisation 

Many entrepreneurs recognise that low savings hinders the growth of their 
enterpnses Some of them observed that to encourage saVings, It IS Important to 
aVOid unnecessary competItIOn among mlcroenterpnses by organiSing retaIlIng 
systems ThiS could be done by encouraging groups to buIld awareness among 
their members of the Importance of saving According to some entrepreneurs 
the service charges and other local authOrity leVIes are too high, yet the 
entrepreneurs receive very lIttle support from the local authontIes, they say that 
both local and central government taxes should be reduced Other entrepreneurs 
suggested the encouragement of merry-go rounds as an alternative avenue to 
save whIle others thought that banks should be opened In the rural areas to 
Improve accessibIlIty ofbankll1g services Furthermore, mInimUm bank rates for 
sav1I1gs should be lowered and procedures at the banks should be made SImpler 
and less 1I1tlmidatIng The Improvement of the general economy was Cited as a 
crosscutting Issue 

Gender and Access to Credlt 

Contrary to expectatIOns-that women are more disadvantaged than men when 
It comes to obtaIn1l1g credit-the study found that both women and men In the 
MSE sector are equally disadvantaged MlCroenterpnses In general find It dIfficult 
to access credit Gender differences do arise In the SOCial constructs of gender 
WhICh have permeated the tradItIonal credit market and tIlted It to favour male 
entrepreneurs Moreover, women often do not even apply for credIt because 
they are less confident about their access to credIt and less Informed about credIt 
sources and applIcatIon procedures In regIOns and towns WIth a prolIferation of 
NGOs and other finanCial institutions however the credit market IS bell1g 
reconfigured In favour of female entrepreneurs In mlcroenterpnses A case In 
pOint IS In Mombasa where the Kenya Women Finance Trust (KWFT) supports 
only women mICro and small entrepreneurs ThiS IS a trend that should be 
encouraged keeping In m1l1d the needs of male entrepreneurs as well 

It IS interesting to note that 407 percent of the male entrepreneurs reported 
that there are gender based differences In access to credit, the corresponding 
proportIon of women was 59 3 percent These perceptIOns of gender differences 
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m access to credit were associated with lack of collateral by women and 
discrIminatIOn against women, who are sometimes viewed as uncredltworthy 
The policy challenge Involves reonentIng soclo-cultural constructs of gender and 
restructuring the credit market to arrest the gender differences In access to credit 
especially with regard to collateral Smce the credit market has diversified In the 
recent past to Include NGOs, there was a strong recommendatIOn that men should 
also form groups In order to access credit from NGOs Some entrepreneurs from 
Mombasa proposed the formation of a Kenya Men Finance Trust (KMFT) to cater 
for men In mlcroenterpnses A strong propositIOn was also made that credit 
should be given to all deservmg cases without gender consideratIOns The Bankmg 
Act should have a provIsion that prohibits dlscnmInatlOn on the baSIS of gender 
It was also recommended that the bUSiness of an entrepreneur should be treated 
as the collateral Coupled with thiS, It was proposed that the Banking Act be 
reviewed and Issues of securIty or collateral be de-emphaSised 

The Obunga F1Sh Processors 

Obunga IS one of the perIpheral bUSiness locatIOns In Klsumu The fish processors 
here have organised themselves Into a group called Obunga Self Help Fish 
Mongers They purchase and make fish sales as indiViduals but become corporate 
on Issues to do with large-scale credit and general training Profits are for 
indiViduals They share group leaders (offiCials) and are Involved In merry-go­
rounds The maJonty of these people are women, most of whom are illiterate or 
semi literate, only a few are literate There are very few men yet apparently they 
are the key offiCials (chair, secretary treasurer) 

Many funding bodies like dealing With groups, so group loans are given Those 
who default do not suffer as indiViduals because the entire group s assets stand 
as securIty This means that those who pay faithfully suffer alongside the defaulters 
because Interest for the loan goes up and each member pays thiS Interest Most 
women, especially the Illiterate, look at credit as a means of eventually risking 
the auction of the httle they have They therefore never JOin other members of 

the group In taking credit 

Entrepreneurs' Awareness of Government Pol1C1es on Credlt 

Some entrepreneurs In mlcroenterpnses do have some knowledge of government 
credit poliCies, With more male (54 5 percent) than female (45 percent) 
entrepreneurs being aware of such poliCies Even so, most are Ignorant of speCific 
government credit poliCies on mlcroenterpnses such as the Jua kal! shed 
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constructIon, programmes and loan schemes, although they are vaguely aware 
of polIcIes on lending bodIes and instItutIOns, youth development funds, training, 
and credIt management, as well as government programmes for glvmg loans to 
regIstered groups The sources of theIr informatIon are the radIo, fnends, CIVIC 
leaders, local group meetmgs, vIsIting extensIOn officers and researchers 

Women's access to such informatIOn IS more lImIted than men's Recent 
findings show that, generally, women do not have access to the radIo and a large 
number do not attend publIc barazas (meetmgs) It IS clear that there IS no common 
channel for communicating government polIcIes on credIt programmes The 
polIcy questIon IS, What avenues can be used to reach the large proportIOn of 
entrepreneurs who are not aware of or able to Interpret government polICIes? 
The Government Pnnter IS the sole dIstributor of polIcy documents, and the 
dlstnct development commIttees wlthm the proVinCIal admmlstratlOn should be 
the avenue for dlssemlnatmg informatIOn and interpreting poitcles for 
entrepreneurs ThIs study shows that none of the entrepreneurs seemed to have 
learned about credIt poitcles from thIs source The questIon that arises, then, IS 
how the development commIttees functIon and how they relate WIth the 
entrepreneurs who are supposed to be the recIpIents of theIr servIces 

The maJonty of the entrepreneurs felt that there was need to be mformed on 
the poitcles Some entrepreneurs noted that they are not able to mterpret polICIes 
or understand how such poitcles benefit or affect them Those who seemed to 
understand about credIt programmes noted that credIt should be made on soft 
terms and be made eaSIly avatlable, that credIt schemes should be expanded, 
and that mterest rates should be reduced Others called for the ImplementatIon 
of the poitcles to assure that programmes reach the target groups Some 
suggested that other than funds, loans should be made m terms ofmatenals to 
aVOId dIversion of funds 

In general, the responses pomt to the need for poitcles that will enhance 
access to credIt by mIcro entrepreneurs The gender dIfferences that make It 
dIfficult for entrepreneurs-women and men-to access credIt need to be 
addressed through specIfic programmes 

GENDER AND ACCESS TO TRAINING 

SkIll development IS a crucIal component of enterprise development Accordmg 
to Government of Kenya poltcy statements, supply ofsktlls IS Important and 

IS to be achIeved through estabitshment of polytechniC and other mIddle level 
educatIonal mstltutlons such as colleges and mstltutes The study revealed that 
more than three quarters of the entrepreneurs had not received any tramlng, 
and that fewer women entrepreneurs than men had receIved trammg The low 
levels of formal educatIOn among women m Kenya may partly explam this findmg, 
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whICh may be mdlcatlve of some bIases 10 the educatIOnal system that dIscourage 
female students from do 109 sCIence-orIented subjects 

Although there were slIght gender dIfferences 10 access to tralmng, generally, 
a majorIty of the entrepreneurs 10 the mlcroenterprIse sector encounter dIfficulties 
10 accessmg trammg, Irrespective of theIr gender Cost oftrammg, reproductive 
responsIbIlIties and the need for the husband's permIssIon for women are some 
of the leadmg barrIers that often make It dIfficult for women to access trammg 
courses Other obstacles are lack of qualIficatIOns and proxImIty to relevant 
mstltutlOns that would offer courses desIred by these busmess owners and theIr 
employees The entrepreneurs thought gender differences 10 tram 109 could be 
addressed by ensurIng that women were mformed of the Importance oftrammg 
for enterprIse development InformatIOn on trammg should be made available 
to all entrepreneurs, and training should be accessible to all-academIcally, 
geographIcally and finanCIally 

It must be noted that although a fairly large proportion of entrepreneurs 
expressed the need for trainIng, It IS not yet clear whether the need for traIning 
constitutes demand It has been observed that the SOCial and cultural 
configuratIons of the bUSiness environment are Important determinants of 
women s access to trammg Women are lImited 10 their access to trammg by 
their reproductIve roles and a household authorIty model that reqUIres the WIfe 
to ask for permission from the husband Moreover, as suggested by a tram 109 

offiCIal for an NGO, trammg should be taken to "where the entrepreneurs work" 
to reduce the amount of time and money spent away from the enterprIse Thus, 
10 order to actuallse demand for training, there IS need to take mto account not 
only the prIce and acceSSIbIlIty of the trammg, but also the opportumty and 
transaction costs mvolved In the programme deSIgn 

POLICY RECOMMENDATIONS 

While the Government has committed Itself to a gender-sensItIve polIcy 
gender dISparIties continue to mamfest themselves In access to (and 

ownershIp of) land, jobs, educatIon, finanCial resources and partiCIpatIOn In 

deCISIon making espeCIally those decIsions affectIng the status and advancement 
of women, youth and dIsadvantaged groups CompoundIng these inequalItIes IS 
the fact that household and community work done by women, youth and 
dIsadvantaged groups IS unpaId and therefore Ignored In accountmg systems 
and natIonal surveys 

In order to ensure gender eqUIty, It IS necessary to bUIld capacIty for effective 
gender mamstreamlng In the Government, 10 the pnvate sector and WithIn 
commumtles by legislating a national polIcy on gender The objective of the 
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national gender pohcywlll be to ensure that gender sensitive pohcles are Initiated 
at the macro level These gender sensitive pohcles will serve as the bedrock 
upon which sector specific gender pohcles, for example In MSEs, will be drawn 

It IS also necessary to strengthen eXlstmg gender sensitive advocacy 
programmes to ensure equal participation of women and men, as partners, In 

natIOnal development Progress m achlevmg gender equalIty will reqUire the 
consideration and adoptIOn of addItIonal pohcles to Improve the legal and social 
status of women through enhancement of their access to national resources 
mcludmg educatIOn, trammg, health care and Jobs To ensure the ImplementatIOn 
and achievement of recommendatIOns made here, there IS need for a national 
organisation to coord mate and Implement policies related to mlcroenterprlses 
The organisatIOn will serve the role of mternal advocacy and will mOnitor the 
ImplementatIOn of gender policies It will also help Improve the rate of 
Implementation of programmes and reduce wastage offunds and resources 

Interventl0n 9 1 - Budd an Enabhng Envnonment 

To address gender disparities stili pervadmg the entire SOCIOeconomic and SOCIO 
cultural spheres, It IS proposed that the Government take steps to build an enabhng 
environment that nurtures the effective participatIOn of women m SOCial 
development at mdlvldual, family and natIOnal levels To achieve this policy 
obJective, the Government should develop strategies to reach both men and 
women, hlghhghtmg the constramts posed by prevallmg cultural norms and behefs 
and the benefits to be accrued from upllftmg the status of women The 
Government should also strengthen programmes for acceleratmg the 
ImplementatIOn of gender sensitive poliCies m various socioeconomic sectors 

Perhaps as a first step m thiS directIOn the Government should publlclse the 
recommendatIOns of the Task Force on Women's Rights, and m additIOn to 
Inltlatmg the necessary legal processes to revise eXlstmg laws and enact new 
ones, should set up a mOnitoring mechamsm to check on any abuses and 
mlsmterpretatlOns of the law that may arise 

More speCifically, It IS proposed that the Government and NGOs work towards 
the removal of stlgmatlsatlOn of mlcroenterprlses Local authOrities should 
cultivate good relatIOnships With small bus mess women and men These 
authOrities should also set up busmess worksltes m periphery locatIOns such as 
Kmoo m Nairobi, Kondele m Klsumu and Llkom m Mombasa and create the 
necessary mfrastructure It IS also Important that local authorities enhance 
security, for example by creatmg neighbourhood watches to beefup the security 
offered by the polIce m fightmg crime 

The friendly environment for micro and small enterprise should be enhanced 
by senSItlsmg government workers on the Importance of female mlcroenterprlse 
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entrepreneurs Based on the findmg that harassment by local authorItIes IS one 
of the constramts female mIcro entrepreneurs face the number of busmess 
Inspectors should be reduced and teamwork encouraged among Inspectors such 
as tax personnel IIcensmg polIce mUnIcIpal and counCIl polIce and VAT officers 
whIle vlsltmg MSEs Such collaboratIon would lead to Improved collectIOn of 
taxes and revenues whIle at the same tIme reducIng the burden on MSEs The 
Implementors of thIs recommendatIon would be local authorItIes, busmess 
organIsatlOns,Jua kall assoCIatIOns and NGOs 

An Important aspect of the enablIng envIronment would be the creatIon of a 
homeworkers and perIphery outreach programme to serve women entrepreneurs 
workmg m theIr homes and those operatmg m the perIphery ThIs group of 
workers has been neglected by eXIstIng polICIes that target central busIness dIstrIct 
entrepreneurs The outreach programme to be undertaken by government and/ 
or NGOs workmg wIth women entrepreneurs, would prOVIde networkmg 
mformatlOn and other servIces 

The major thrust of the programme would be to encourage women 
entrepreneurs workIng from theIr homes to create a homeworker s assoCIatIOn 
to represent theIr mterests The assoCIatIOn would carry out marketIng and skIll 
development programmes and enhance self learnmg processes among the 
entrepreneurs It would also serve as an mstrument for creatIng awareness about 
the work actIvItIes of entrepreneurs m MSEs and act as an advocacy group It 
would provIde a forum for Jomt actIon such as fund raISIng, lobbymg and 
marketmg The Implementors of thIS recommendatIon would be NGOs and 
homeworkers themselves It IS recommended that the Government and NGOs 
gIve support to the homeworkers assocIatIOn so as to develop It Into a strong 
lobby group 

InterventlOn 9 2 - Expand Credlt Opportumtles 

Both women and men should be equally empowered to take advantage of 
technologIcal developments market opportunItIes and credIt facIlItIes FInanCIal 
InstItutIons and cooperatIve socIetIes should be encouraged to InItIate specIal 
credIt procedures that cIrcumvent the current InaccessIbIlIty of credIt and finance 
to women, youth and other dIsadvantaged groups 

Furthermore access to credIt should be enhanced through the creatIon of 
stable mIcro finance programmes Improved credIt faCIlItIes for MSEs would 
enlarge the Investment capItal base and dIversIfy sources of start up capItal for 
both women and men entrepreneurs By enhancmg sources of credIt MSE growth 
and expansIon would be realIsed, along wIth theIr potentIal for Improvmg the 
natIonal economy 

To accomplIsh thIS It IS proposed that the Government provIde subSIdIes or 
Insurance to banks financIng busIness start ups m order to reduce finanCIal rIsk 
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It IS also recommended that NGOs and other MSE promoters hold semmars and 
workshops for financial managers m banks and other lendmg mstltutlOns to 
sensltlse them to the need to finance MSEs, espeCially those owned by women 

It IS also proposed that local authontles provide space for MSEs that have 
acqUIred credit This will give the MSEs secunty of tenure, whICh m turn Will 
raise the confidence of banks, finanCial mstltutlOns and NGOs m the MSEs as 
better credit risks 

Interventl0n 9 3 - Bulld an EnabLmg Infrastructure 

Busmess spaces and penpheral urban locatIOns should be delineated for MSEs 
and eXlstmg busmess premises should be Improved This Will ensure mcreased 
numbers of safe and secure business premises, Improved security for 
entrepreneurs, creation of a conduCive, hygienic workmg environment, and 
Improved busmess performance It IS further recommended that entrepreneurs 
In MSEs be encouraged to promote linkages and networking Other 
recommendations are that busmess assoCIatIOns should build premises for their 
members while private developers should be encouraged to bUIld workshops 
for small enterprises for hire 

To achieve gender equality m the area of access to national resources the 
ongomg review of laws pertammg to land ownership and mhentance should be 
accelerated to educate both men and women on their nghts 

Interventlon 9 4 - Flght the Stlgmatlsatl0n of Women Entrepreneurs 

Generally, women m MSEs are stlgmatlsed It IS Important that women micro 
entrepreneurs be perceived posItively by sOCiety and that more women be 
encouraged to enter mto mlcroenterpnses The destlgmatlsatlOn of women as 
entrepreneurs can be achieved by a systematic public awareness campaign whICh 
should be taken up by both government and cIvil sOCiety This will ensure that 
society accepts women entrepreneurs, seemg them positively as development 
agents and not Just mama mhoga The concerted effort of vanous community 
and profeSSIOnal organisatIOns, local opmlOn shapers churches mass media and 
schools IS crUCial This can also be encouraged and achieved by rewardmg 
successful women entrepreneurs through, among others, honorary certificates 
and award schemes 
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GENDER EQuITY 

Interventlon 9 5 - Improve Educatlon and Trammg Opportumtles 

Women s success In MSEs must be rooted In the educatIon system The 
Government should take necessary actIOns to enhance gender equality In access 
to all levels of educatIOn, to elIminate barriers to retentIOn of gIrls at secondary 
levels and to reduce drop out rates for gIrls and boys In purSUing thIs polIcy, 
the Government should consIder expanding the faCIlitIes needed to Increase the 
partIcIpatIOn of women students In sCIence mathematIcs and technologIcal 
courses at all levels, In addItIOn to developing gender-sensItIve cUrricula and 
educatIOn matenals EducatIonal faCIlitIes should also be Improved for early 
chIldhood educatIOn and those catering for dIsadvantaged chIldren 

The Government should also take measures to Increase the Intake of women 
In instItutIOns of hIgher learnIng, partIcularly those offenng sCIentIfic managenal 
and technIcal skIlls and mount training programmes for women In all aspects of 
management entrepreneunal and marketing skIlls 

EXIsting trainIng instItutIOns should be strengthened and new ones opened 
In up comIng urban centres and rural areas to serve mlcroenterpnses The Idea 
would be to make traIning and skIll development more accessIble to entrepreneurs 
In MSEs partICularly women It IS expected that such trainIng would Improve 
the productIon capaCIty of MSEs spark the creatIon of new MSEs and Improve 
entrepreneur Income [t IS also proposed that more faCIlItIes be proVIded In 
eXIsting polytechnIcs and other traIning instItutIons and that the potentIal for 
mobIle or rotating course instItutes In the dIfferent urban centres be explored 

Interventlon 9 6 - CoLLect and Dlssemmate Gender Dlsaggregated Busmess 
Informabon 

Many entrepreneurs In MSEs lack access to bUSIness informatIOn Steps should 
be taken by the public and pnvate sectors to ensure a continUOUS supply of 
InformatIOn to mlcroenterpnse entrepreneurs Such informatIOn should Include 
training sources of credIt productIVIty tIpS technology updates and market 
and policy Issues 

As a corollary robust gender dlsaggregated data on mlcroenterpnses should 
be collected and made avaIlable on a continUOUS baSIS ThIS may be achIeved by 
creating gender and mlCroenterpnse development UnIts In publIc and pnvate 
instItutIons such as UnIversItIes The functIon of these UnIts would be to carry 
out baseline surveys, polIcy research and development ofpohcy analYSIS matnxes 
for gender and mlCroenterpnses 
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CHAPTER TEN 

Environmental Management 
Boniface F Makau 

Over the last several years It has come to be realised that mICro and small 
scale enterpnses (MSEs) have a considerable Impact on the environment 

mdlvldually and especially collectively Indeed, m terms of environmental Impact 
per umt of productIOn, MSEs equal or m many Circumstances, even surpass bigger 
mdustry so that the Impact ofa large collectIOn ofMSEs IS usually qUite substantial 
Thus their environmental Impacts are as much a concern as are the environmental 
Impacts of the larger formal mdustnes and other agents of development That 
concern moreover goes beyond the mdustnes' home base MSEs are mcreasmgly 
1I1volved m the productIOn of exportable goods These mclude small-scale 
hortICultural producers fishermen and some manufacturers, whose products are 
subjected to stnngent environmental reqUIrements by the Importmg countnes 

MSE productIOn methods create nsks of aCCidents that can ha\ e senous effects 
on 1I1dlvlduals commumtles and the natural environment The growth ofMSEs 
can change the way of life of local populations whICh can lead to destructive 
pressure on the natural resource base and major conflicts 111 land use and 
ownership Other environmental Impacts of the tremendous growth ofMSEs m 
Kenya are substantial pollution of water air and SOli as well as waste disposal 
problems The growth may also adversely affect areas that support valuable ammal 
and plant life or vulnerable ecosystems, as well as areas of hlstonc or SOCIO 
cultural values e g the Kaya forests m Coast Provmce 

The ImplicatIOn of all thiS IS that while "small IS beautiful small can also be 
ugly and dangerous Consequently environmental poliCies that are bemg 
formulated must be applied to MSEs as well as to other development activities 111 

the country 

WHEN SMAll CAN ALSO BE UGLY 

I(enya s NatIOnal EnVironment Action Plan (NEAP) observes that the unplanned 
development of small-scale enterpnses has 1I1creased the discharge of 

pollutants mcludmg petroleum wastes 1I1tO lakes nvers and other water bodies 
and that thiS has led to the pollution of water systems upon which life depends 
Some examples are the contammatlon of streams, resultmg m limited utilisation 
of downstream waters and the destruction of fishenes 
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A number of studies and seminars have assessed the formulation and 
Implementation of environmental polIcy for MSEs In Kenya One such study was 
undertaken 111 1995-1997 on three small metalworkmg enterprises 111 Nairobi 
ThE' research findIngs were presented at a seml11ar 111 1997 the proceed111gs of 
which were publIshed as Cleanel PlOductIDI1 and Small Entelp"se Development 111 

Kpnya I The report spelled out the causes of environmental problems of MSEs 
both mternal cames 111 MSEs themselves and external cau~es The report stressed 
that 111 order for the management of environmental Impacts to succeed among 
MSEs a partnership approach between Government local .authontles NGOs 
other mdustnes commUJ11tles and the MSEs IS Imperative 

The report highlighted the dIfficult cIrcumstancE'S MSEs are In They lack 
awareness of the fdCt that somethl11g needs to be done about their potential to 
pollute the environment They face severe financial lImItations to the adoptIOn 
of pollutIon control systems as well as mtense competltlOn In the absence of a 
level playmg field !l1 environmental oblIgatIons that would ensure that every 
operator faces Similar costs They must also struggle WIth an mappropnate 
mfl astructure and ablution faCIlIties However whlle notmg that pollutIOn per 
UIHt of productIOn m"!) ll1 many cases be higher m MSEs thail ll1 the bigger 
Il1dustrles the report Clppreclated that matenals recyclmg IS a common and 
positive practIce In MSEs Other Issues raised 111 the report for the support of 
MSEs 111 environmental management l11c1ude research backup by mst,tutlons such 
as the Kenya Industrial Research and Development Institute (KIRDI) the 
1I1volvement ofMSEs 111 pianmng forums and the formatlOn of an MSE lobby group 

Another study was undertaken by UNIDO 111 1997 on EcologICally Sustal11able 
Il1dustl wi Developmentjor theJua Ka" and Small Scale IndustrieS 111 Ke/lya 2 The report 
stressed that Kenya should expedIte the adoption of an envIronmental law It 
called on Jua ka" enterpnses to change to cleaner methods of productIOn and 
exhibit greater respect for personal safety The report also recommended that 
Jua kalI owners and operators be exposed to trammg and awareness on the 
environment and that poliCIes should lI1c1ude speCIfic conSideratIOn of the Jua 
kall sector 111 plannll1g for the provIsion of water samtatlon energy waste 
collection tral11111g etc The report said that environmental mc'l1agement systems 
(EMS) should be started 111 the I11dustnal sector to permeate all enterprises and 
noted that general support for MSEs would Yield better environmental practices 

111 the sector 

'J Fn]ms andJ M Malombe (eds) Cleaner PlOductlOn and Sma'l Entei pi lse Development III Kenya Centre 
for the Urban EnVironment Rotterdam and Houslllg and BLlldmg Resealch Institute UllIversltyof 
Nairobi 1997 
2M Tigalll and P I<amau Ecologically Sustalllable Industllal DevelopmentJOI tl7ejua kall and Small Scale 
Industries 111 Kellya UNIOO Vienna 1997 
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More recently the InternatIOnal Center for EconomIc Growth (ICEG) orgamsed 
two semmars one on the promotIOn of MSE access to phySICal mfrastructure 
and the other on the status ofmformal property rights m Kenya The first semmar 
hlghltghted the cntlcal role of mfrastructure m the management and dIsposal of 
waste emanatmg from MSEs, mcludmg human waste chemIcal waste and oil 
based wastes The semmar called for Jomt collaboratIon among local authoritIes, 
public health officers and Jua kalI assoCIatIOns to ensure the provIsion of waste 
dIsposal faCIlitIes mall establlshedJua kall sItes and m areas wIth a concentratIOn 
of MSE actIVity DISCUSSIons on the posslblltty of pnvatlsmg public tOIlets were 
inconclUSIve but the NaIrobI CIty CounCIl (and, by ImpltcatlOn all local authorIties) 
was urged to Improve the management of such public uttlttles so as to make 
them user-fnendly 

The other ICEG semmar on Informal property nghts highlighted the msecunty 
and costs assoCIated with such nghts Cltmg expenences from ChIle and HaItI 
the se'lllnar recommended further exploratIOn of the POSSIbilIty of deslgmng a 
programme that progreSSively formalIsed mformal property rights m Kenya so as 
to shIeld MSEs from arbItral y decIsions and actIOns such as eVICtIons The Issue 
of competmg nghts was Illustrated wIth the case of car washmg whICh Illegally 
taps mto the pIped water system and m the process contammates the water 
supplIed to surroundmg reSidents In order to sort out thiS problem the car 
washers could form a group that would be offiCIally allocated a water pomt from 
which to legitImately draw water without mconvemencmg or endangermg other 

users 
The need for gender-sensitive poltCles m environmental matters m Kenya IS a 

major concern Because of women s mteractlOn with natural resources sustamable 
development would be greatly enhanced by takmg mto account their roles as 
envlronment::tl managers and glvmg them the necessary trammg and capaCIty 
bulldmg ttl I'C' partners m the formulatIOn and ImplementatIOn of environmental 
polICIes Similarly It IS cntlcal to mcorporate tradItIonal Village mstltutlOns m 
Kenya mto envIronmental management systems In terms of MSEs speCifically 
one may make the observatIOn that women m the mformal sector are mvolved m 
actiVitIes that generate a great deal of solId waste (garbage) and mumClpal waste 
(household effluent etc) Gender concerns are therefore qUIte pertment to MSE 
envIronmental poltCles ThIS also applIes to Village mstltutlOns m the rural areas 
where women are closely mvolved m production systems SI'1lllar observatIOns 
could also be made about the youth 

It should always be kept m mmd that because of their comparatIvely small 
profit levels MSEs are usually unable or unwIllIng to spend on pollution mItigatIOn 
Investments-although MSEs have no monopoly on thiS attitude' There IS 
t'lerefore need for development oflow cost technologies that are affordable by 
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MSEs Such technologies can be funded through credit faCllltJes specifically 
targeted for environmental mltJgatlOn by MSEs 

THE EXISTING POLICY FRAMEWORK FOR PROTECTING THE ENVIRONMENT 

Despite the growmg amount of literature on environmental policy m Kenya, 
there IS as yet little emphasIs on environmental Issues m MSEs SessIOnal 

Paper No 2 of 1992, Small Enterpllses andjua Kall Development 111 Kenya said nothmg 
about environmental Issues Major policy documents such as development plans 
the policy framework papers and the Kenya National EnVironment Action Plan 
(NEAP) while addressmg environmental Issues m general, do not highlight the 
MSEs as a focus group as far as these Issues are concerned 

Notwlthstandmg the lack of speCIfic focus on MSEs, environmental matters 
m MSEs can be said to have been addressed wlthm the overall economic scenano 
m the country Therefore the Issues addressed m other policy documents on the 
environment are as relevant to MSEs as they are to other sectors of the economy 

Specrflc Polley Statements 

EnVironmental management policy statements have been made m many offiCIal 
documents smce mdependence SessIOnal Paper No 10 of 1965 Afncan SocwllSln 
and Its Application to Plannll1g /11 Kenya, emphaSised the conservatIOn of natural 
resources and the creation of a physical environment m whICh progress can be 
enjoyed by all Similar statements have been repeated m other policy papers, 
mcludmg the natIOnal development plans, the policy framework papers and the 
Kenya NatIOnal EnVironment Plan (NEAP) 

The current development plan (1997-2001) states that the Mmlstry of 
EnVironment and Natural Resources (now Mmlstry of Environment) Will coordmate 
development strategies for the use of resources, takmg mto account the need to 
manage and conserve the resources on a sustamable baSIS as the country moves 
towards higher levels of mdustnahsatlOn The measures Cited to achieve such 
environmental protectIOn mclude the harmol1lsatlOn, Implementation and 
enforcement of laws for the management and sustamable use and protection of 
the enVironment, as well as provIsion of economic mcentlves and poliCies to 
encourage sustamable use of natural resources and ecologICal functIOns The 
plan also calls for an effiCIent national environment education and mformatlon 
system wlthm easy reach of all users and enhanced cooperatIOn With regIOnal 
and mternatlOnal environmental programmes, treaties and agreements It 
commits the Government to blllldmg capacity wlthm public and pnvate sectors 
for mtegratmg environmental concerns and calculations of benefits and costs 

162 



ENvlRONMENTAL MANAGEMENT 

Into project design, Implementation, evaluation and mOnitoring It emphasises 
the need for increaSing resource allocatIOn for environmental management, 
including limiting solid waste and pollution In urban centres through the MUnicipal 
Reform Programme and for makmg adjustments In taxatIOn to encourage 
sustainable use, management and protection of natural resources Finally, the 
plan addresses the Importance of establishing and applYing standards to estimate 
the quality and quantity of emissions for which charges Will be levied on the 
basIs of the "polluter pays' prinCiple 

Other Envlronmental PrOVlSlons 

Environmental Issues are also addressed often COinCidentally, through variOUS 
acts The numerous regulations that deal With environmental Issues are not always 
relevant since they were not Originally designed to deal With environmental Issues 
as now defined, and sometimes they contradict one another Moreover since 
most of these acts were formulated With a focus on themes other than 
environmental Issues per se, most of them have very weak and often meffectual 
provIsions for sanctions and rewards for the protectIOn of the environment 

NEAP Identified 77 such statutes that In one way or another touch on the 
environment and need to be harmonIsed or Unified Some such as the Water Act 
(Cap 372) the Public Health Act (Cap 242), the Forests Act (Cap 385), the Mining 
Act (Cap 306) the Factories Act (Cap 514), and the Wildlife (Conservation and 
Management) Act (Cap 376), to name a few are more relevant than others 

The Water Act (Cap 372) IS a prime Illustration of some of these concerns 
Under the Water Act, provIsions are made for water standards and for the 
protectIOn of our water resources against pollutIOn The powers of the Water Act 
are vested In the Minister for Water Development who delegates to the Water 
Apportionment Board (WAB) as the custodian of the act The Director of Water 
Development serves as the technical adViser to the WAB In turn, the WAB has 
delegated some of ItS powers to the five area catchment boards, local authOrities 
the National Water Conservation and Pipeline Corporation, and water associations 
As water undertakers, these bodies are not only expected to enforce the provIsions 
of the Water Act on pollution but they are also empowered to make regulations 
for the prevention of pollutIOn In their areas of JUrisdICtIOn The Health Act also 
addresses the protection of drinking water from pollutIOn 

Although the laws that address water pollutIOn In Kenya are qUite 
comprehenSive, they are nevertheless defiCient In certain areas (ThiS IS also true 
of other acts In other sectors) Proposals have been made to strengthen areas of 
weakness In the Water Act In particular, the Water Act did not provide for the 
WABto 

163 



\\"CRO \ND SMALL ENTERPRISES IN !(ENYA 

" 

.. 

.. 

.. 

.. 

.. 

Be consulted on all matters relating to the establIshment of Industry Il1 

sewered urban areas 
ReqUIre changes In Industrial processes for the purpose of preventll1g 
pollutIOn 
Order or dIrect the c1eanll1g and restoratIon to the ongmal state of the 
envIronment and to recover costs If any are Incurred 
issue gUIdelInes for mdustrIal process111g and l11SpectlOn of 111dustnes 
whenever deemed necessary 
Order for the separatIOn of effluents m streams stoppage of use of tOXIC 
substances In mdustrIal processes re use of water, and effluent treatment If 
necessary 
Order a standstill on any lndustnal operatIOns or processes for the purpose 
of abatmg pollutIOn 
Demand envIronmental Impact assessments for new projects 

The Water Act also does not provIde for penalties that are stIff enough to 
serve as a strong deterrent to water polluters 

ASSESSMENT OF POlIt V IMPLEMENTATION STATUS 

The overndmg purpose of the NEAP was to provIde the polIcy framework for 
umfied legislatIOn to deal with environmental protectIOn m Kenya Some of 

the dIverse legIslation such as the Water Act IS already undergomg review to 
rectify the weaknesses hIghlIghted above The work of NEAP emphasised the 
need for the creatIOn of a smgle autonomous agency with legal authority to 
coord mate and momtor environmental management matters It also called for 
harmol1lsatlon of the dIsparate sectoral laws through the enactment ofa natIOnal 
umbrella environmental legislatIOn 

The NEAP effort has resulted 111 the formulatIon of the EnvIronment 
Management and Coordmatlon Bill If enacted Into law this bill would brmg the 
coordmatlon enforcement and general promotIOn of envIronmental matters under 
one mll11stry with provIsIon for strong coord1l1atlOn with other mll11stnes and 
1I1stltutlons Once establIshed this act Will supersede all other confllctmg 
legIslatIOn on envIronmental Issues It will establIsh systems for envIronmental 
Impact assessment and for appeal agamst deCISIons made at various levels Dlstnct 
environment committees will be established to deal with dlstnct speCIfic 
envIronmental Issues EnvIronmental qualIty standards WIll be established and 
gazetted and appropnate sanctIons and awards WIll be put m place to enforce 
these standards 

There IS concern however, that the bIggest constramt m Kenya IS that 
environmental matters are seen sImply as add ons" and that there IS a WIde 
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disparIty between policy statements and action taken Like many other policy 
documents the 1996-1998 Policy Framework has benchmarks that have fallen 
behmd For example June 1996 was the target date for the ImplementatIOn of an 
action plan to put mto operation the policies articulated m the Environmental 
Policy Paper Environmental legislatIOn should have been presented to Parliament 
by September 1996 

The proposed legislatIOn IS currently at the bill stage However a Ministry of 
Environment has already been estabhshed. and It IS expected that the new ministry 
Will spearhead the dnve to enact the environmental legislatIOn as weIl as to put 
In place the policy administrative and technical machinery for the ImplementatIOn 
of the provIsIOns of the proposed act and other matters relatIng to the environment 

CONSTRAINTS TO rHIE IMPLEMENTATION OF MSE ENVIRONMENTAL POLICIES 

One of the areas that IS Immediately outstanding IS the need for coordinatIOn 
NEAP emphasised the Importance of creating a single autonomous agency 

with legal authority to coordinate and mOnitor envIronmental management 
matters Major action has been taken along thiS way by the creation of the MInistry 
of EnVironment However. some of the key institutIOns or departments of the 
ministry l,ave yet to be put In place These Include technical. legal and mOnitoring 
departments as well as a system of environmental committees at various levels 
throughout the country and an appeal tribunal The absence of these institutIOns 
will senously constrain the functIOning ofthe ministry 

LikeWise the absence of natIOnal umbrella environmental legl Ion to 
harmol1lse the mUltipliCIty of laws that 111 one way or another touch on 
environmental matters has adversely affected the effiCiency of environmental 
management Indeed the creation of some of the crItical departments In the 
Ministry of EnVironment depends on the enactment of thiS legislatIOn and the 
delay IS tying the hands of the ministry In fulfilling Its miSSIOn 

Another Issue at the root of most environmental problems surrounding MSEs 
IS the management of waste dIsposal Many MSEs are situated on marginal lands 
next to nver banks where they ImmedIately empty discharges such as human 
and chemICal waste as weIl as sohd waste [n order to address thiS Issue adequately 
there must be prOVISion for appropriate working space adequate water supplIes 
functIOning sewerage and drainage sjstems properly managed toilet/ablutIOn 
systems proper access roads and appropnate energy sources that are least 
polluting to the environment The prOVIsion of Infrastructure IS mainly the 
responsibility of public bodies Much remains to be done for the minimum 
reqlllrements (0 be met yet MSE~ cannot keep their environment clean unl"'s:: 
such Infrastructure IS ill place 
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Financial consideratIOns affect all stakeholders In the environmental milieu 
On the one hand the Government has to put In place a capacity for mOnitoring 
and enforCing environmental consideratIOns Further, Government largely through 
local authorities, has traditIOnally been responsible for proViding and maintaining 
a functioning Infrastructure On the other hand, the MSEs have to meet the cost 
of effluent treatment disposal of waste and general maintenance of cleanliness 
In their premises The MSEs pass most of these costs to the consumer 

Other constraints that need to be addressed Include the paucity of training 
and public awareness on environmental Issues and weak targeting of speCific 
groups such as women who are major players In MSEs Affordable environmental 
protection technologies are lacking The phYSical planning by our local authOrities 
(LAs) IS poor Property rights among MSEs are Informal at best, and the level of 
bUSiness Initiatives by the private sector In environmental management IS very 
low In short, there IS lIttle urgency about mall1streamIng environmental matters 
In the everyday actiVities of bUSinesses and indiViduals 

PROPOSED POLICY INTERVENTHlNS 

Proposed interventIOns address coordinatIOn legislatIOn and finanCIal 
conditions as well as such ISSLles as training, technology, information planning 

and gender, among others 

InterventlOn 10 1 - Estabhsh Concrete and Transparent Coordmatl0n and 
Instltutl0nal Arrangements 

The most Important action by Government to date on ItS commitment to 
envlfonmental matters IS the creation of a ministry solely responSible for 
environmental matters The challenges that face the Ministry of Environment are 
substantial The Immediate challenges Include putting In place a legal structure 
for the protection of the enVironment, finding ways and means for the nation to 
finance environmental protection and ensunng that environmental Impact 
assessment becomes an Integral part of proJect planning The ministry must also 
deal With eXisting blatant cases of environmental abuse and ensure effective 
coordll1atlon of the Il1stltutlons dealing With environmental policy and 
Implementation 

Government recoglllses the potential and actual conflict between the 
objectives of promoting the growth of MSEs and the reqUIrement that they 
maintain a clean environment-the potential ofa clash of conflICting and powerful 
bUSiness Interests and the potential for graft ThiS reqUIres that the ministry 
must be staffed With men and women of the highest integrity as the fight against 
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entrenched Interests will not be an easy one Equally Important, public support 
for the ministry s work will be vital to the ImplementatIOn of a successful 
environmental agenda for the country The media will have to be sensitised to 
support and highlight this work The ministry Itself will have to carry out and be 
seen to be carrying out ItS work transparently and without fear or favour Only In 
this way can ItS miSSIOn succeed 

The ministry should move qUickly to evaluate and Implement the proposed 
institutional and collaboratIOn framework m NEAP One Immediate requirement 
IS to put m place the mstltutlOnal arrangements for ImtlatIng momtormg and 
enforcing environmental standards, including environmental Impact assessments 
These are In the process of being developed while others are dependent on 
legislatIOn and will be put In place Immediately upon the enactment of the 
proposed legislatIOn as discussed below 

Interventlon 10 2 - Enact Appropnate Leglslatlon Now 

The NEAP Identified 77 statutes that relate to the environment However as 
mentioned earlier many of these are only mCidental to environmental concerns 
as their mam focus IS on other Issues Government has therefore been m the 
process of prepanng legislatIOn to consolidate the legal reqUirements for an 
effective environmental policy It IS now agreed that the enactment of thiS 
legislatIOn IS overdue and needs urgent action by Government Government 
should Simplify thiS legislatIOn to the mlmmum standards necessary for the 
protection and conservatIOn of the environment and should steer away from 
mtroducIng unnecessary and costly constraints to the operatIOns of MSEs The 
Ministry of EnVironment should work with the Attorney General's office the 
DeregulatIOn Umt of the Ministry of Planmng and NatIOnal Development, and 
other agenCies to ensure that thiS reqUirement IS met Furthermore the vanous 
statutes Identified by NEAP should be exammed to ensure that they do not conflICt 
with the new environmental law 

InterventlOn 10 3 - Ensure EffectlVe Management of Waste Dlsposal 

Many MSEs pay charges rates and vanous other fees to local authorities but 
many authorities do not meet their obligations to MSEs and the public at large m 
terms of proViding the mfrastructure necessary for the effiCient disposal of waste 
The Mmlstry of Local Government and the local authontles should be called 
upon to address thiS matter urgently and to ensure that value for money IS given 
by the local authontles 

More speCifically local authorities public health officers and Jua kalt 
assoCIatIOns should take JOint action to ensure that waste disposal faCilities are 
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put In place In all establIshedJua kall sites and In all areas with a concentratIOn of 
MSE activities The provIsion for such faCilIties can be provided through a 
combinatIOn of publIc, prIvate and NGO support-In other words, the burden 
need not be borne by government and local authorIties alone More prIvate sector 
Involvement In waste disposal should be encouraged and promoted 

On the serIOUS Issue of the dangers posed by the contaminatIOn of piped 
water through illegal operations ofMSEs local authorIties should take proactive 
steps to encourageJua kall operators to form groups around water pomts proVided 
by the authorIties for their use 

InterventlOn 10 4 - Address FlscaljFmanclaL Conslderatlons 

FinanCIal consideratIOns call for a system of taxatIOn and leVies that must be 
applIed JudICiously In order not to undermme the financial base of the MSEs 
while at the same time not hurting the consumer of MSE products excessively 
However It must be pOinted out that MSEs must meet or contrIbute towards the 
maintenance of a clean environment In their premises For their part publIc 
authOrIties must meet the expectatIOns of those who pay for the varIOUS services 

In addition finanClalll1stltutlOns should be sensitised to conSider proViding 
credit speCifically for environmental mitigation rather than Imposll1g 
environmental conditIOnalIties on credit In general The questIOn of finanCing 
the capacity for mOl1ltorIng and enforcmg environmental conSiderations should 
receive high prIOrity In government and mll1lstry budgets 

The other Issues under thiS tOpiC concern pOSSible subSidies and economIC 
incentives for MSEs to encourage positive environmental practICes The NEAP 
has lIsted 20 pOSSible incentives that should be studied and conSidered for 
applIcatIOn Among these are 

• Extendmg tax relIef and other benefits to encourage busmess and mdustry 
to use environmentally frIendly technologies while Imposing penalties to 
polluters 

• RemovlI1g SubSidieS/inCentives that work agamst sustainable developments 
• Makmg adjustments In prIces to reflect the relative scarcity of resources and 

to prevent environmental degradation 
• Glvmg concessIOnary charges on electrICity used In effluent treatment and 

disposal 
• AdJustmg budgetary allocatIOns to reflect overall natIOnal environmental 

Issues 
• Chargmg economic rates for water use and effluent treatment 
• Imposmg pollutant charges on the baSIS of the polluter pays prmclple 
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ProvIding soft loans for those installIng pollutIOn preventIon eqUIpment 
IndudIng In natIOnal accountIng the cost to the economy of envIronmental 
pollutIOn and degradatIon In sectors such as agrIculture, fishIng, tOUrIsm, 
forestry, Industry and mInIng 
EmphasIsIng user rIghts and economIc returns to the local commUnItIes to 
promote sustaInable use of resources 
RevIewIng and adjusting economIC IncentIves and polICIes to keep up wIth 
technologIcal and envIronmental changes 

Overall the area of finanCIal/fiscal consIderatIOns for envIronmental 
management In MSEs should be the subject of an ImmedIate study In order to 
make speCIfic recommendatIons In thIS complex area and come up WIth ways 
and means of how the natIOn as a whole can finance an effectIvely functIOnIng 
envIronmental polIcy The study should IdentIfy expected sources of financing 
and how thIS can be met from the prIvate sector, the publIc sector, donors and 
commUnItIes 

InterventlOn 10 5 - Bulld Envlronmental Awareness Through Trammg and 
Pubhc Educatlon 

EnvIronmental awareness IS progressIvely becoming an Integral part of all 
industrIal and agrIcultural courses from certIficate to degree level, as well as In 
refresher courses for busIness people and farmers UltImately an extensIon servIce 
for both Industry and the farmIng communIty should be put In place to educate 
the owners and operators of enterprIses on envIronmentally frIendly practIces 
The medIa should be strongly co opted Into thIS endeavour ThIS wIll enhance 
the pOSSIbIlIty of the bUSIness communIty owning and beIng responsIble for 
actIons that damage or protect the envIronment as the case may be Only In thIS 
way can the publIc become the watchdog for envIronmental standards that WIll 
lead to reduced publIc costs for envIronmental mOnItorIng and enforcement 

Intervenbon 10 6 - Estabhsh Envlronmental Research, Technology and 
Informatlon Mechamsms 

MSEs need affordable pollutIOn control technologIes The MInIstry of EnvIronment 
should develop an InformatIOn gatherIng faCIlIty to assIst enterprIses In meeting 
theIr envIronmental oblIgatIons at the lowest cost pOSSIble ThIS faCIlIty would 
generate data for publIc use and prOVIde consultancy servIces to Industry The 
faCIlIty would be the source for generatIng InformatIon for traIning and publIc 
awareness programmes as outlIned above Research traInmg and publIc awareness 
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should Indeed have very strong linkages The facIlity would work closely with 
the Centre for Research and Technology of the Ministry of Research Technical 
Training and Technology and with KIRDI to Incorporate environmental training 
and technology development mto the range of services proVided to MSEs 

Interventlon 10 7 - Involve Women m Envlronmental Issues 

Women are deeply mvolved m MSE operations both as owners of enterprises 
and as employed workers They also generate a great deal of mUnicipal waste m 
households They proVide meals at construction sites and In kiosks and are the 
mam vendors of vegetables, chICken crafts and other wares/commodltles They 
often feature very prominently m factory manufacturmg lines and m the packagmg 
busmess They form a large part of the local authoritIes workers who oversee 
the cleanliness of our cIties and towns In the rural areas they are the backbone 
of the local and farmmg commUnities They are extensIvely mvolved m hortIcultural 
productIon processmg and packaging where exacting standards are beIng 
demanded by the Importing countries 

Women clearly form a key constItuency In envIronmental matters In MSEs 
There should be a strong focus on trammg women as envIronmental managers 
and as both receivers and carners of the environmental message 

Interventlon 10 8 - Ensure Envlronmentally Fnendly Physlcal Planmng for 
MSE Actlvltles 

Industrial location policy should ensure the locatIOn ofMSEs m areas that faCIlitate 
environmentally friendly dispOSition dependIng on their type of actIvItIes For 
example, mdustrIes that discharge effluent should whenever pOSSIble be located 
where they can least pollute rivers and water sources Those that consume a lot 
of water should be located m areas With least water problems Others require 
expansIve compounds to aVOid harmful and aCCident prone congestIOn ThiS calls 
for astute and vIsionary phYSical plannmg and a resolute adherence to those 
plans Currently phYSIcal planning practICes by the local authOritIes leave a lot to 
be deSired TI1lS has been partly responsible for the inability to contam the 
environmentally dangerous slums that have risen WIth the massive populatIOn 
bUildup m our towns These conSiderations should be taken mto account m 
locatmg MSEs as well as determmmg the denSity of MSE establIshments In a 
given area Ideally MSEs should be Sited only after an environmental Impact 
study has been done and the Infrastructure has been fully planned and put m 

place 
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Intervention 10 9 - Requlre Envlronmental Impact Assessments 

EnvIronmental Impact assessments (EIA) are the backbone of a pre-emptIve 
envIronmental polIcy Although Kenya IS In a hurry to IndustnalIse through the 
sIgnIficant contnbutIon ofMSEs faIlure to conduct an EIA before the establIshment 
of a busIness could mean that the natIon may pay dearly In future In terms of 
damage to the people and natural resources assocIated In one way or another 
wIth a partIcular MSE It IS therefore Important that the natIOn make EIAs a legal 
reqUIrement before the approval of any formally regIstered MSE EIAs should 
also be carned out for MSEs comIng up Informally Local authontles NGOs, 
physIcal planners and other publIc officers should be famIlIar wIth the ElA 
gUIdelInes In order to advIse the Informal sectors on what IS envIronmentally 
acceptable or objectIOnable However, the EIA should not become a self-servIng 
exercIse or bottleneck to rapId Investment EIAs should be sImplIfied as much as 
possIble and carned out rapIdly especIally In less complex MSE actIvItIes Data 
from prevIous sImIlar actIvItIes should be used as appropnate to cut unnecessary 
delays and red tape The NEAP Secretanat has baSIcally completed the preparatIon 
ofEIA gUIdelInes for Kenya These should Include an IndIcatIon of the bureaucratIc 
process reqUIred for an EIA whIch should be mInImIsed whIle at the same tIme 
obtaInIng the results reqUIred 

InterventlOn 10 10 - Support Envlfonmental Management Systems and 
Mamstreammg of EnVlronmental Matters 

Industry should be encouraged to develop envIronmental management systems 
that bUIld a corporate culture of rewardmg envIronment-frIendly practICes such 
as recyclIng of materIals and keepIng premIses clean and well mamtamed Kenyan 
establIshments for example, have a culture of leavmg bUlldmgs unmamtamed 
and unpaInted for many years, the publIc sector bemg one ofthe major offenders 
ThIS practIce presents an eyesore to the publIc encourages a culture offilth and 
makes bUIldIngs amenable to electncal faults It also raIses the chances of large 
numbers of deaths due to such factors as non-functIOnIng escape routes and 
doors In case of aCCIdents Added to tl1IS IS the need to enforce bUIldIng standards 
In order to prevent aCCIdents from collapsIng buIldIngs 

MaInstreamIng of envIronmental matters Into our everyday lIves should be 
enhanced through the encouragement of envlronment-fnendly systems In our 
enterprIses and mandatory but not InhIbItIng envIronmental Impact assessment 
practIces ThIS wIll lay to rest the general perceptIon that envIronmental matters 
In Kenya contInue to be "add-ons" rather than a central pIllar of plannIng and 
development In a IIberalIsed world where many leadIng countrIes have adopted 
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stnct environmental codes for their future survival, Kenya will need to bnng a 
firm environmental dlsclplme to bear on the growmg MSE sector for the good of 
both the sector and the general public, who are the sector's consumers 

Interventl0n 10 11 - Promote Commerclal1satl0n and Mlcropnvatlsatlon of 
EnvlronmentaL Matters 

For some time the concern for and enforcement of environmental Issues have 
been regarded as yet another unwelcome bureaucratic mtruslon mto busmess 
matters These were seen by busmess purely from the perspective of legal and 
regulatory restnctlons on business or as an Irntatmg distraction from 
environmental pressure groups Thus environmental concerns have been heavily 
associated with pUnitive sanctions on mdustry 

However more recently It has been apparent that the adoption of good 
environmental practices presents opportunities for good busmess m terms of 
provIsion of serVices, as well as of Improved efficiency by producers This m turn 
enhances opportunities for the commerCialisatIOn of environmental services 

Environmental busmess opportunities mclude garbage collectIOn, cleanmg 
serVices, provIsion of tOIlet/ablutIOn facilities, manufacture of chemicals for waste 
treatment, manufacture and installatIOn of gadgets for pollution control, 
landscapmg serVices, materials recyclmg etc On the side of producers, It has 
been shown that producers who mamtam a clean environment and make efforts 
to reduce pollutant waste tend to use more efficient production processes The 
potential of recycling waste also gives mdustry opportunity for further savmgs 
either by mternal recyclmg or by selling or off-loadmg the waste to other recycling 
companies Further, mdustnes that have a definite policy for reducmg pollutIOn 
can use this fact m promotional campaigns for their products In turn, companies 
m environmental busmess actiVities help to promote the environmental agenda 
m their commercial campaigns 

The commercialisation and prlvatlsatlOn of environmental services should 
be developed as part and parcel of the industrialisatIOn and pnvatlsatlon poliCies 
The Mmlstry of EnVironment should lmk up With the other relevant mstltutlOns 
to work out strategies for developmg this busmess potential and draw up a 
catalogue of potential busmesses that can be taken up by entrepreneurs m this 
area, Includmg MSEs A study should be undertaken as soon as pOSSible on 
MlCropnvatlsatlOn of environmental services In MSEs as It IS enVisaged that 
MlCropnvatlsatlOn IS a good alternative to subSidies and costly mcentlves 
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Intervennon 10 12 - Urgently Address Immedlate Pressmg Problems 

The following agenda for ImmedIate problem-solving should be addressed as 
the country puts In place the longer term envIronmental management system 

• 
• 
• 
• 
• 
• 
• 
• 
• 

ProhIbIting dIscharge of untreated effluent Into rIvers 
ProhIbIting dumpIng of tOXIC and hazardous wastes 
CollectIng garbage systematIcally and managing dump sItes effectively 
RehabIlItating tOIlet/ablutIon faCJIltJes 
Preventing Illegal water tapping 
RehabIlItating sewerage systems 
Opening up clogged draInage systems 
CurtaIlIng aIr pollutIOn by smoking vehIcles 
CarrYing out rapId surveys at the grassroots level on the more preSSIng 
envIronmental problems of local commUnItIes and resolVing these rapIdly 

If an Impact can rapIdly be made In these areas, then Kenya WIll have firmly 
entered Into the domaIn of effectIve envIronmental management 
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LIST OF ABBREVIATIONS 

AlGAK 
ASK 
BAT 
BDS 
BIC 
BOSS 
BSC 
CBD 
CBO 
CBS 
CDI 
CEDAW 

ClT 
CSRP 
DAN IDA 
DDC 
DDO 
DFI 
DFID 
DFRD 
DIDO 
DPM 
DS 
EDA 
EDP 
EDU 
EIA 
EPC 
EPZA 
EU 
FIDA 
FKE 
GOK 
GTZ 

AssoCIatIOn of local Government AuthorItIes of Kenya 
AgrIcultural SocIety of Kenya 
BrItIsh AmerIcan Tobacco 
Busmess development servIces 
Busmess InformatIon Centre 
Busmess one stop shop 
Busmess servIce centres 
Central busmess dIstrIct 
CommunIty-based organIsatIOn 
Central Bureau of StatIstIcs 
Centre for Development InformatIOn 
ConventIon for the ElImmatlOn of all Forms ofDlscnmmatJon agamst 
Women 
CommunIty land Trust 
CIvIl ServIce Reform Programme 
DanIsh InternatIOnal Development Agency 
DIstrIct Development CommIttee 
DIstrIct Development Officer 
Development finance InstItutIon 
Department for InternatIOnal Development 
DIstrIct Focus for Rural Development 
DIstrIct IndustrIal Development Officer 
DIrectorate of Personnel Management 
DeregulatIon SectIon (MPND) 
Export Development Agency 
EnterprIse development programmes 
EntrepreneurshIp Development UnIt 
EnvIronmental Impact assessment 
Export PromotIon CouncIl 
Export ProcessIng Zone AuthOrIty 
European UnIon 
InternatIonal FederatIon of Women JUrIsts 
FederatIon of Kenya Employers 
Government of Kenya 
German Agency for TechnIcal CooperatIon 
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HIV 
HRD 
ICDC 
ICEG 
IDA 
ITC 
IYB 
jlCA 
JCI 
jKA 
jKIP 
JKUAT 
JLBS 
KAM 
KBC 
KEBS 
KEPP 
KETCA 
KFW 
KGCT 
KIBT 
KIE 
KIM 
KIRDI 
KLGRP 
K-MAP 
KNCCI 
KNFJKA 
KNFU 
KOSME 
KPLC 
K-REP 
KTTC 
KUTIP 
KWFT 
KWAHO 
LA 
LADP 
LGA 
MFAIC 
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Human ImmunodeficIency VIruS 
Human Resources Department 
Industnal Commercial Development Corporation 
International Center for Economic Growth 
International Development Agency 
International Trade Centre 
Improve Your Busmess 
japan InternatIOnal CorporatIon Agency 
jlsaldle Cottage Industnes 
Jua Kah AssoCIatIOn 
jua Kah Infrastructure ProJect 
jomo Kenyatta UniversIty of Agriculture and Technology 
jomt Loan Boards Scheme 
Kenya AssociatIOn of Manufacturers 
Kenya Broadcastmg Corporation 
Kenya Bureau of Statistics 
Kenya Enterpnse PromotIon Programme 
Kenya EntrepreneurshIp Tramers and Consultants AssocIatIOn 
Kredltanstalt fur Wlederaufbau (German Development Bank) 
Kenya Gatsby Chantable Trust 
Kenya InstItute of Busmess Trammg 
Kenya Industnal Estate 
Kenya Institute of Management 
Kenya Industnal Research Development InstItute 
Kenya Local Government Reform Programme 
Kenya Management AssIstance Programme 
Kenya NatIonal Chamber of Commerce and Industry 
Kenya NatIOnal Federation of Jua Kah AssocIatIons 
Kenya National Farmers Union 
Kenya OrganisatIOn of Small and MedIUm Enterprises 
Kenya Power and Llghtmg Company 
Kenya Rural Enterpnse Programme 
Kenya Techmcal Teachers College 
Kenya Urban Transport Infrastructure Programme 
Kenya Women Fmance Trust 
Kenya Water and Health OrganisatIon 
Local authOrity 
Local AuthOrIty Development Plan 
Local Government Act 
Mmlstry of Foreign AffaIrs and International CooperatIon 



MFI 
MIB 
MID 
MLE 
MOF 
MOH 
MOLA 
MOLG 
MOLS 
MOPW 
MOT 
MOWR 
MPND 
MRT 
MRTTT 
MSE(s) 
MSETTP 
NCC 
NGO 
NISCC 
NIC 
NJKEMA 
NMT 
NSSF 
NWCPC 
NYS 
ODA 
PSIA 
PTA 
RTO 
RTPC 
SACCO 
SAMED 
SBC 
SBDC 
SECA 
SEDECO 

SEFCO 
SEP 

Micro finance instItutIon 
Ministry of informatIOn and Broadcasting 
MinIstry ofIndustrIal Development 
MedIUm and large enterprIses 
MinIstry of Finance 
MinIstry of Health 
MinIstry of Local AuthorIties 
MinIstry of Local Government 
MinIstry of Lands and Settlement 
MinIstry of PublIc Works 
MinIstry of Trade 
MinIstry of Water Resources 
MInIstry of Planning and National Development 
MinIstry of Research and Technology 
Ministry of Research, TechnIcal Training and Technology 
MICro & small-scale enterprIse(s) 
MICro and Small EnterprIse Training and Technology Project 
NaIrobI City CouncIl 
Non-government organIsation 
NatIonal Informal Settlements Coordination Committee 
Newly industrIalIsed country 
National Jua KaII Manufactures ExhIbItIons ASSOCiatIOns 
Non-motorized transport 
National SOCIal SecurIty Fund 
National Water Conservation and Pipeline CorporatIon 
National Youth SerVICe 
Overseas Development Agency 
Programme Support ImplementatIOn Agency 
Parent-teacher aSSOCIatIOn 
Research and technology organIsation 
Rural Trade and Promotion Centres 
Savings and credit cooperatives organIsations 
Small and MICro Enterprise Development 
Small bUSiness centres 
Small BUSiness Development Corporation 
Small Enterprise CredIt Agency 
Small Enterprise Development and Employment Creation 
OrganISatIOn 
Small Enterprise Finance Company 
Self employment promotion 
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SEPSO 
SIDO 
SITE 
SSJKE 
S&T 
STDP 
SWM 
TINET 
TOL 
UDD 
UNCHS 
UNCTAD 
UNDP 
UNIDO 
UNPK 
USAID 
WAB 
WILDAF 
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Small Enterpnse ProfessIonal ServIces Orgamsatlon 
Smallindustnes Development Orgamsatlon 
Strengthnenmg Informal Sector Trammg and Enterpnse 
Small-scale and Jua kat, enterpnses 
SCIence and Technology 
Small Towns Development Project 
SolId waste management 
Trade InformatIOn Network 
Temporary occupatIon lIcense 
Urban Development Department 
Umted NatIons Centre for Human Settlements (HabItat) 
Umted NatIons Conference on Trade and Development 
Umted NatIons Development Programme 
Umted NatIons Industnal Development Orgamsatlon 
Umted DIsabled Persons m Kenya 
Umted States Agency for InternatIOnal Development 
Water ApportIonment Board 
Women, Law and Development m Afnca 


