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PREFACE 

. 0.1 Th:fa Sessional Paper provides a policy framework for 
promoting Small Scale and Jua Kali enterprise development in 
Kenya. . It is based on tl}e work of a special task force established in 
March, 1987 by Government.to review all policies•to promote the 
sector. In particular, the task force reviewed current local authority 

· by-laws and other regulations governing small and Jua Kali 
enterptise activities to create a healthy legal and regulatory climate 

• eliminating existing constraints. 

0.2 The paper is divided into six chapters. Chapter one discus-
ses the role of the sector in_ the Kenyan economy in relation to the 
current overall development po'Iicy and strategy. Chapter two high
lights policy measures to improve the existing policy and regulatory 
environment. Chapter three focusses on gender-specific issues. It 
is indicated, for example, that women as a sub-group in the small 
enterprise and Jua Kali sector face certain problems that are unique 
to them and th~se have been given special attention. Chapter four 
discusses policy measures to improve access to credit facilities. Al
though a fairly-reasonable amount of loanable funds are available 
within existing Commercial Banks and other Non~bank Financial 
institutions, Small Scale and Jua Kali enterprise operators still find 
it· difficult to access these· resources. Chapter Five discusses 
measures to improve provision of non-financial promotion program-

. mes, based on proper coordination among implementing institutions 
1And cost-effectivenes~ of the programmes. Chapter six provides 
~genda for action within a period of 12-24 months after the· adoption 
of the Paper. · 
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CHAPTERONE 

ROLE OF THE SMALL SCALE AND JUA KALI ENTERPRJSE 
SECTOR IN .THE.KENYAN ECONOMY 

" < •, , • ..: I;:.'.• . ,. • ' 

1.1 Development of the small ·enterprise sector was highlighted 
in_ poth the Sessio11~l Paper No~ 1 of 1986 and tjle Sixth Nationaj. 
. Development Plan(i989 ~ 1993) as a pririlary means· of strengthening 
Kenya's economy. The sector includes all enterprises employing 
between l ~50 workers. In the Sixth Pl_an, new employment creation 

r/i~er th~ five yeat period, 1?89~_1993~ is. targeteq at 1.9 million jobs. _ 
,,tfif these, approximately 31 :per cent ot 587,000 Jobs are expected to 
_ be created in the small scale and Jua Kali enterprise· sedor. Even 
u:q.der the m.ost favourable conditions, ,this task will take extra-ordi-
_ naty efforts. Besides stn;mg suppo.rt from the Government through 
economic, financial and regulatory polides which' reward enterprise 

. and through the provision of adequate infrastructural facilities, more 
active private s~ctor involvement will be required if the above men
tioned employment goals are tq be r~alised. · 

. . . . 
1.2 Sinc.e _independence in 1%3, very· substantial funds have 

been sp~nt to implement Government policies and programmes, 
and to build institutions specifically aimed at promoting the small 
enterprise sector. However, the results to date have not been fatis
facto.ry ·aue to poor coordination among iinplementing agencies. In 

_ addition, mao/. programmes have not been based on adequate needs 
assessment. As a result, much of the growth of the small enterp1 ise 

tor has there£ ore been spo:ptaneous, especially among Jua Kali 
enterprises. Ho~evert. the sector has already reached a stage at 
which further growth is not possible without strong and_ effective 
· support from the Government, the aid agencies~ the business com
munity and the people at large, .... all acting i~ coordinatjon. ·one 
indicatio.n that spontaneous growth can not adtquately develop the 
sector is that only very few of the small enterprises have actually been 
able to graduate into the formal sector. 
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(i) ' Significant coritripution to the eco'nomy ill terms of 
output of gQods and services; 

(ii) . Cre·auo·n of jobs at relatively low capital cost, esp~-
cially iri the fast growing s•ervice sector; 

i' . 

(iii) 'developµient of a pool of skilled and' semi-skilled 
·wor~ers '~ho _are the base for future industrial ft 
pans1on; · 

: . '' i 

(iv) Strengthening forward· and backward linkages . . 
' arriorig sodally, econoITiically, and geogr,aphicaily 

.. diverse sectors of tlie ·e~ohmpy; . . 

(v) ·Creating demand as'~ell as supply, as it has been . 
established that· ·go per· ·cent of rural enterprise . · 
products are marketed directly to rural households; · · 

I • • ' f ,• ' 

(vi) Contributing ib ip'.creased particip?_tio11 · of in~ 
-• ·. dig'eri'qufKenyans irtthe economic activrti~s. of the 
· cdrtrtfry;· :· · · · · .-,. · -·: :·_ :: · '· 

. (vii) . : Off e'~'tng '· · hxc_:eH~nt • op:p drtllriftie~•· > fo~ 
'' erttrepreneuTiaf and•·mariagerfal 1talent fo\titatil. ! ' 

' the ctiticafslidttage· of which is ·often a great h. 
· kap to- ecorto'mi~ devefopme1:1t; .: · . . : " · · 

. ' ··, ;: : i .:,·:. ,'. \ '~ : ! , •• .: ' ' • : ~ ",j ' \: ~ •• : ' • 

·(viiiJ ..... Suppdhitlk.indu'~fri~lisation policies that' pi-6m.9i-e 
.. '-, ·rural-utbartbalance;.-'·.: .: _::.·. : ·_···:. ,,:., ·,,. 

• • L. : ', :- :, -~ ( • • "1" ' • . ~ ·. . .'. ,' ' : ', ·:· ,·_. ~ ' ;' .. ' :· . '-'.· I 
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(ix) Increasing savings and .investmel}tby loc~ Kenyans 
··. and encouraging· use of local resources, thus lead
.ing to more effective µse of capital; and, 

(x) . Adapting quicijy to mark:et cllap.ges ... 
• • I • 

· : 1.41 Because of the significant. contribution by the sector. to 
· _development, the· Government has developed n.~w. strategies : and 

• · programme promotion. Th_ese. include the recently launched Rural 
· ·. pnterprise Fund. . . · · 

The approach taken by Governments in most,developing 
· c.ountries in the past has been primarily interventiomst. The under
. lying premise of most of these efforts was that if there was a problem, 
. the preferred method for solving it was to initiate a Government 
. a:isistance prograrrune or.estab_lish ~ Goverpn.ient organisation to do 

so. 

' ' . 

1.6 The approach has been generally disappointing, mainly be-
cau_se bf th~ delays assodat~d. with .Goverp.ment bureaucracy 

-everywhere. However, some little .development has no doubt.bi.en 
achi~ve.d, but on1i at high cost in terms of resources .. Therefore, a· 
change from the costly in~erv~µt{ollis,t strategy.is· now COilsid~~ed 'to 
be a more appropriate future role for Government. As a facilitator, 
Gov~rnrnent. wilL :co.ncentr~te, on· creating th~, infrastru(:tural 
fae;ilities and the-economic e~viionment in':w,hich ent~epi;-eneurs-can 
:·1,erg~, qevelep~aJ?.d~row~ ,,_· _ ... __ ;·· --:· _ ... it,,·. . .: ,_··.:> , ... , 

: · L7 ,,··_:-~-::,th~,· available inf~fhla~ion implies/the ,ove~.yh-~lming. 
pulk of e~ployn1ent is .. created throughprivat~ s.e~or.enterp;i~-e c1nd 
ip#fat_iy~f,'' M9reqv~r,:,J9~:importqnce: pf tJ~.e. private _$~Ctor, ~n 
~conomic developmentand -~mp!by111ent c~_ea tiqn will- actu_~ll:Y: grmy 
1n future because of the structural adjustment policies of liberalisa
tion and privatisation. 

'! l 
!! jl, . 
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-1.a ·on its part, the private sector needs to be more active-and _ 
receptive in making use ofavailable opportunities for promoting i~s ,,: . --
own interest: In the past, there has been too much reliance on tb:e 
Government to provide leadership an_d-dir'ection for small enterprise, __ . _ 
development. -With a view to changing this attitude of dependence;· > 
associations of sniall enterprise entrepreneurs are being formed~. : > i , 

These associations will be encouraged to promote the interests -of -- _-
their. niembe-tsbip .,through activities such_ as: training oil spec~c · • ·_ 
business topics; ·lobbing· for specific". concerns on behalf of theit · 
membership; prorhoting professional and social relationships amo,ng -·•• _- i 
me?1bers; and conducting studies and smveys for its members. fJt : · 
··.1.9- -- The general approach ,vill be to encourage_the small busi.:. '. _-- _-_-

ness sector to be more involved·•io: providing for its own needs .. Jri ·•_--·--•· _ 
additio~ sub-contracting between large and small enterprises will · ·• 
also be encouraged tO" provide a new avenue through which farg<ir 
firms can provide training and credit to the small enterprises wit~ -- · 
whom they deal. · 

1.10 The Government on its part will continue to provide sorn.e: 
essential services to assist in the development of the small enterpris~ • 
sector. However, the enterprises will be expected to contribute pwt 
of the cost of such services and assistance. · 

1.11 The entrepreneur in the community is a primary contributor -
and mobiliser of resources to develop the economy, a provider of 
employment for others, and a stabilising factor in society. ·Comp ~d · 
to other developing countries, the number of Kenyan manufactu g 
firms employing 10-50 persons is relatively small. In the interest of 
-balanced indu.strial development, there is need therefore to increase 
the enterprises in the category which represents the "Missing Mid
dle" in Kenya's manufacturing and industrial sector. 
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1.-12 A key factor explaining the· low.number of the small scale 
. ep.terprises may have been a lack of role mod,~Is, particularly among 
· the indigenous· Kenyan population.· ·The ;existmg"·entr'eprtneurial 
_· _ 1:>a.se. _ 'is s~nall 3--nd there is a ne~d ,:to dev~lpp _ e~~repreneursh_ip . 
. c.~pability on a larger: scale so .that mcre~ing.riu,riipers· of people c~ 
; h~FOPJe entreprene1;1r~.: . ·. . • . . . . .. '. . ... 'a . . . ... 

_- ; , • , • • • " I • • . • ' , • • ',: , • ,' • • , .. - :; , ~ 

· 1.13 .. · Entrepreneurs are the one~ who proviqe goods arid services_ 
· a11d eniploymentfor oth~rs whichin turn leads toliealth;r. and viable· 
ecophmic 'coinmuriities. Self-employnientJias .-to: be viewed ins i 
hlbiy: respect~ble . occupati_oii. sfrategies to ··dey:~_lqp. tJ:ie 
entrepreneur and improve his image will include training, awa'ids to' 
outstanding ideas and i~ovatio11S, ·best use. -C>f local ~~sour<;es,---op
t_imizing labour _intensive_ tec4noiogi_es. ~~-d--developing·· the _be~t 
product for either the local or the -~xporl mark~t · . · :: . ·.·:. -... · : •. · .. ·.,. '. ~ ·: · 
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. · CHAPTER TWO ·. 
. ' . 

IMPROVING THKENABLING ENViRONMENT 

., :Z.1. . A.tightly regtiiated.eccn;ioiny works"to the disadvan~age tjf · · 
small businesses. While the larger businesses ~;:ive t~e capacity ajif . 
res.ources to ·get round the regulations when necessa·ry or bend, ~Ii~ .· · .. 
rµJy~ ~11 ~pe~rJ~yO.\lf, .sip~ll,~~t~rJ?ri~·es .¥~t c~mght in fhen\~9 .arf. · 
f~.~.qu~11t]y .e~c~uped fro~.tbe ma}nstream of~conolillc. activity~,. In · 
gr9y~ ',t9·; .#ssi~t' .ih¢. grq~tP 9f t.lw. $$p .s~ctor, t~,e Governmen(wjJ! · .. •.· .. · · 
~ondJ1i'.?biift~1·. pti~~uiJh~~Jrµct~ral ~dj~~trn~p(polic,y:of d~:r~gulai~~ • 
an · 1 era 1sat10n. · · .. . · ~..L, · 

! ' ' ' ,; ',.. l ,: • '.•. , •. 

. : i.2 :·.: Jb~,(iov~rnmept i's aln~ady enc9~r,~gin.g (apid ~d~velo~w~µf 
of the. smai1 e6terpds~ .s~ctqr .by proyiding ~.n11I11ber _of i~vestt#iµt. 
incentives. Such incentives include the following: . . 

(i) 

(ii) 

(iii) 

(iv) 

. ' . 

Investment allowances for establishing new fac- . 
tories out.side Nairobi and Mombasa; 

Exempti9n· from import duties on capifal 
ma~hinery for ~111all enterprises located _in rur~ . 
areas, wh(!re the tost of machinery does no~ exce~d 
K.Shs. 20 million; 

Establishment of a District Oevelop~ent · Fund 
(DDF)inJune 1987, with the objective ofprovid" . 
the enabling infrastructure. throµgh the devel - · 

· ment of Rural Trade and Production Centres 
(RTPC) in selected small towns; 

Establishment in Decemb~r, 1989, of a Rur?·l 
Enterprise Fund which has already been allocated. 
to the Districts to fin~nce Jua Kali entrepreneurs; 
and, 

C 



--·----·--- •-,---------~-·,--< ······ .... ·.. ........ . ·1~;_ 
;)!ii/! · _:. · 

(v) ·. 

', •, < I 

Providing finan~e-throug~-the·-Jua Kali Fund in the 
-Ministry of T¢:chiiical Training· and Applied Tech

.- ilology for the ~opsiructi'.on .of Nyayo sheds to f:lC

' commod&tc tfJµa--l(ali''· arm.@ worlcshops Jp~tf;{-1 
. inrutal.cent:res: ' .... ·. · .. :'._.,;•; · .. : . ·. 

' '. : '~ ;· . ' ;': .• ... ', . 

--i-3 _ · Further, Government will divest-its.elf bf its present direct 
involvement in promoting the sm~ enterprise s_ector and be mo1:·e 
iI)volved· in providing-'·the :.-physical infrastriitjhre and infonnatidn 
nenyorks in ·which snialf enterprises· cari:opetafe·'efficieritly. · · · ·-.: ", 

~~ •/, ~.-· • r , • ••• ;.-.~~-· :_~:._: .:·_r .·-.'.::· >:/,·: .... ·· ·'. ;··_· r.•' · ....... ·.·"_;,·:.··. 

"'·· •::~~:4 .. · Relaxation. of quantitative -import- restrictiotts·.in-favour of 
tariffs has also helped· the· small enterprises 'siI?,ce,. more :often :tha11 · 
~ot,·.they 90 not haveithe influence· to gain access te> the µmit_ed supply 
of imported raw materials· and spare p-arts~-:in trregµue: of quantitative 
import feStrictiOJ.ist·: -.::! : . . . : i . ; ,: l' .. ·· · ,:, ... ·.· .. .'. ', ;·-,·: <' ·: ·,. ;., .. ' 

.. / . : ' . ;: ... . . •. ·. . . ' ,·. ' • •• : ~. ,1. . : ·'. ' ,:· i, • 

. . 

. 2.5 To· en~ble the_ Govern-ment continue. to expand ·its 
p_r~gramme o( infrastructure development,_ particµlarly through the 
Pi~trfot -Pevelop_iµe-nt'- Coirunitiees :. (llPC)~ : the following: specific 
~easure·s will b~ ad6pied: ·. . -<.. : . ':• -. _. . -'. -:. :.; , ·,. : . 

• • ;,: : '·, •• ' ·-' ' ' •••. , • •• ,1 .: ~ •. : __ ., ~ ..... -~ •• : ' •• 

(i) Adequate ·needs· :assessment.:will be conducted at 
the district level in close consultation with DDCs 

·. artd small :business associations o~ the· actual and 
. priodt4;ed. 're·quii,-emerits ·--of ·'infyastructure which 

if . ·.·,•: ·'·will ·enh~c·e· develcipmelit1· ~d ~owth of s:rµall 
· .;, enterprises; . . . . . . • 

,.·• -~ :·:\r, .. •- ,':. ·,•.~• .... : ... : ,·•• ' .. · ;.· •. •. : ,'., :.•. (' ~.' .;~ ·. · .. •; . 

. : . '·. ·. (iD .. '. Coca! group~ of.ai;tisans ~ll'be encouraged to form 
. . . ' . . . . ., . . . . . . - -~ . 
. · . ·. \ · . · ·. assodations td make·· easiet the ·administration of 

assistance ptbgf~rtmies: 'Eiird~i.·_.:, ··' · 

1 

i!il/ I .... 
i::~I I 
hi 
//.;/ i.i . . ·. ,; li!;i;, iri:r· •': , . .:,.· ·.•,' 

. . . 
f•ir ·. · · ·· · · 

ii!if 

;1:-
·J/ / .. 
·~ j :f ·ii:-
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'··--··-·-· __ ~ __ :,-.-·_.~_·_·_. _______ • _.·;··,._•:'•-'·-. ,· • "i 
,_• •·-- , .&,.:_ -· ·-•-\-~~• -, ... ---~-•.:--~..:..:._..-n . ...!~:..•-••.!••·•~,i~ 

, ·. (iii) · :tndustriat land will be -niade available to small · 
a1~terprises'withii1 the designated indu~trfal sites to 

· - _- :>onstro.ct ,and instal their ;own facilities. In this 
c:,;nntel;t, the construction-· of sheds for Jua Kali -
-anterprises and other assistance programmes will ., . 

provide~ on· the basis of needs assessment iri ' _ 
cirder ensure that they relate more tp artisan needs. . j 

. ,, : _.. '. . i . 

2.6 .As it has al~eady,been observed, many-entrepreneurs are·.::_-. 
either unfamiliarrvith pr unaware of available techriologtes; In some .. ·· 
insta~ces, sma,11 firterprise~ simply ha~e no way ofg?Ugtng the}1f11r -· 
propnateness of technologies~ .Government,Jhroughits.appropr~ate r ... ·••-_ 

-institutions, .can pfay a useful role by .arranging-for the prpvisfon·ot -.': . 
mor~ inforrilation on technology options:·. To address·-tne .prpblerti;: 
Governm~nt ·efforts. will focus.1on •. -~tim~lating resear.ch.·base~:·.tni 
proper needs assessment, identification of markets •and use of.~p.,. 
propriate technologies. In this regard, the following measures will 
be taken::· · ... · · ,_ · 

(i) 

(ii) . 

(iii) 

... .' ' . . - ' .. ~ \: . ' ·.:•:·. '.. . 

-Keny~ industrial Resea~ch .- and Develqpmerlt)ii-: · 
stf.tute (KIRDI) will be oriented. tQ,assunie addi- -
ti u nal responsibilities for modifying and adapting 
:foreign-t_echnolQgie~; _ -

.. 
A. machine tool industry. will be estal>lished 4t the 

· privat~ secto:r as ~_further s~ep. to)Vards the develop
: ment: of production-related tecbnol~gies; 

·•· ,_ --,. . . \ . ·• . ~-- .... ( 

Government will use the public procurement pro
-- ~~dur~ a1:1,d regulations Jo support sma]!· scale and 
Jua Kali.enterprises find n;iarketfor their products 
in the. -public sector; and,_ 

s-. 
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(iv) KIRDI, in collaboration with Universities and ap
propriate Ministries, will identify technology re
search needs of the small enterprise sector; conduct 
the necessary research; · adopt and develop, ap
propriate technology and widely disseminate the 
results to the small enterprise sector. Government 

. will also consider appropriate incentives to in
dividuals and firms who provide support for such 
research, development and demonstration. 

(I 2. 7 . The future of the small enterprise sector depends on the rate 
" of market expansion through improved linkages between large.and 

small enterprises, exploitation of export market opportunities, and 
entry of small scale enterprises into the service sector. In order to 
achieve rapid growth, it will be necessary to provide the following 
supportive services: 

(i) Based on the published District Profiles arid other 
already existing information sources, market re
lated iriformation will be more widely disseminated 
by District Industrial Development· Officers in· a 

\ (ii) 

(iii) 

· · manner which will ensure that all target groups are 
reached; · · · 

· .· Develcipmeht of appi-o'pria;te inter-industrial 
linkages will b'e ei:tcbhr~ged through tax incentives 
?nd other rrieasures as a mear1s of stimulating 
d~nfand for}irid suppl/of.SSE products and ser

... viceS" arid geiforating alternative to imports; and, 
,,. ,._,., /,_.'•;:'", '• . . . ' 

Studies .on the implementatio11 modalities of sub
contracting between 'farge ,a#d small enterprises 
will be undertakeh bftH.e'MirusHy of Industry. 

9 



2._8 · . Promotio_nal programmes will be geared to the expansion·· 
and introdudjon of both supplier and consumer markets so as to 
enhance the production capacities of SSEs. The Ministry of Con;i- . 
merce, in collaboration with appropriate SSE promotional inst.itu
tions, will: 

(i) 

(ii) 

Undertake detailed analyses of the private and 
government institutions involved in SSE develop~ 
ment with a view to enhancing· their potential 
capacity· and inter-linkages for promotion of · 
marketing of SSE products; and, 

Facilitate a buyer-seller forum for ·small scale. 
enterprise participation including those -·run · by 
women. 

. . . 

2.9 · Although there exists a fairly well planned strategy to 
develop the country's exports, the existing policy instruments are· not . ·_ 
specifically aimed at SSE exports. As a result, the general environ
ment is not very conducive to the creation and growth of specific 
marketing channels for SSE exports. To deal with the.problem, the 
Ministry of Commerce, in collaboration with the Investment Promo-_. · 
tion Centre, will: 

(i) Formulate a national export policy for SSE 
products and services; 

(ii) Cacy out studies of overseas consumer marke~' 
including-aspects such as.product quality, packag- · 
ing and pricing; and~ · · · 

(iii) Provide· specialised t~chnical support and training 
tri SSE expdrters. 

10 
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2.10 Currently the small-scale enterprise programmc::,s lack effec
-• #ve institutional guidance and co-ordination which are essential for 
_• ~eir success. _ In order to eliminate this constraint, the Ministry of 
_Planning and Natio:nal Developinent will provide the. necessary 
jzj:stitutional backup 31):d e,stablish a more cost-effective coordinating 
mechanism. - -

\' ~.11 · In order to enable the local authorities, who are better 
placed in identifying investme:pt opportunities and needs of small 
:s,cale _en~repreneurs in their respective areas, make tangible 
Pfftjramines for small enterp~ise development, Government will 
coi'cinue to assist them in the preparation of development plans and 
projects for improving infrastructural facilities under their jurisdic-
.- ,·· ·. . . 
t1on. · 

_ :2.12 Small enterprise sectoral associat~ons can be effective in 
proyiding information, training, and investment advisocy services to 
member entrepreneurs. More· importantly, these associations can 
oe· very useful in providing collective and cost effective material 
;ourcing channels and marketing outlets for products.• Therefore, 
J:Iore sectoral small scale enterprise associations will be encouraged 
:o ensure rapid take off of small enterprise development program
nes. In addition, an effective mechanism- for gathering, anal) sing 
ind disseminating infonp.ation will be put in place by existing 
'elevant privat~ sector and_govemment institutions. 

. . . 

JJ3 Although some supportive measures have already been 
·\"; \ n, to_ ease some constraining regulatory framework for b1,1siness, 
he following other measures will be taken by relevant Ministries. in 
onsultation with the AG's Chambers: s' . • 

' 
·' (i) A Comprehensive r~vi~\_V of all pertinent Ac~ and 

in depth analysis of the ,extent:· to whicb such Acts 

11, . 
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I 
(ii) 

(iii) 

have adverse impact on the SSEs, either directly or 
indirectly; 

Review of licensing arrangements and building · 
codes for small enterprises with a view to relaxing 
any of them that hinder SSE businesses; and, 

Restructuring those clauses of the Employment · 
Act which restrict access to employment by women 
in certain industries other than -for medical and 
environmental reasons. 

•• 1 't ,·,1, 
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CHAPTER THREE 

GENDER SPECIFIC ISSUES · . 

. 3 .. 1 ~le in w~y respects the probl~rp.s, ~hall~nges ®d oppor
·• funities ·~e similar for male ·and female entrepreneurs opera_ting a 
i$mall business, womeni:teverthele~s face ~ ·nun;iber of special' ~n-
. ~iraints which call f P.r urgent remedial ~ctioa. · 

' . . \ : . . ' ' . ' . 

. ' 

· · 3.2 · Although the laws of K~nya provi~~. for equality 'betwee~ 
-~~I and women, in practice· women are st~l disadvantaged. For 
example, the_Employment Act restricts mo~t_\VOIJle:p from runn:ing 
.J>nsinesses m.their homes or being h;,iwkers. Al~hough inheptan.ce 
"laws were revised with the Succession Act of 1981,. women have 
t¥ely actually inherited land and otper property .in .their.p~ right. 
1Ais means that they lack title. deeds which are still the mo~t com
~o,µly used forms of security f~r• borrowing money. 

/3.~ Educ.ation on its own doe~ not guar~ntee_ successf1:1l 
~nt~epreneurship, · but it enhances the wpmen's ability to embark 
1pon non".'tr~ditional entrepreneurial activity, to link µp·with tech-
1ological'innovation in production or to penetrate into organis1,1.tions 
md institutions that coD:tribute to policy ~r programme developmeri.t 
ofSSEs. , . - . · 

3.4 1 Lack of time due to the multiple rofes of women in Kenya 
,9i?,Jititutes ano~h_er major. con~trairit in womens'. parti~ipatio~ in 
,Si! The trad1t1onal dehneatton of labour persists with women 
$suming the entire responsibility for child care, the largest share of 
unily activity in the provision of food, water and fuel-wood and the . 
e.neral maintenance of the homeste·ad, in addition to tqeir other 
cqnomic activities. Women are also overburdened with frequent 
regnari.cy and .child-birth which take their toll on health • 
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3.5 Certain social attitudes and practices also reduce the effec .. 
tive participation ofwome~ in SSE. Traditional and modem ·mar7 ·.·· 

riage practjces tend to view women as subordinate to.and depende_rii . : . . 
on their husbands. It is. for this reason that married women are . 
deriied housing allowances which constitute a significant porti0.n:of ..• 

· a worker's earnings. For similar reasons, f~y land and pr.oP#.Ity. ; .. · 
is frequently registered in the names of men. These are all ~.e¢p: .. / · ·· 
rooted cultural factors which will take a long time to change. 1(1s _·. 
necessary, therefore, to take these factors into consideration· in·. · · 1 .. 
planning and programme design. ' " : ' ' ,. . 

~~6 Banks and financial institutions have ttaditiortall.y ·hkci -~ · 
negative attitude towards women and they assurµe that women are,:.. 
supported by their husbands. Tho~e borrowing money need ·th.eif. · . , 
. hush.ands' clearance if they are to borrQW easily .. Yet, facts are that ' '; '~ 
women usually are better borrowers than men and their pay back.·:· : .· · 
rates much higher. Single mothers are· esp,ecially good ·in paying•bac~ :"· · : .· 
their loans. Women can often be better entrepreneurs as wen·be".'.··:. -: .. 
ca~e of their attention to peop_Ie arid detail. . . . . . . 

3. 7 As many c9nstraints are caused by negative attitudes whi9h 
ni.en ·hold towards· wonien, there is a need for specific intervendoit 
iii' the form of sensitization or pub He education. Successful wolllen 
entrepreneurs will be identified and highlighted in the media t':) act 
as role models. The real facts about women's use of credit, their· 
co.ntribution to the national economy and resources will be made 

· · · 1¢ow:n. In a similar vein government officials, baflk:ers and woi&)i · 
t~ems¢Ives will be sensitized with special training and media pacfc
ages. The Women,s Bure.au of the Ministry of Culture and Social 

· · ~ervices will take; the lead role in the implementation of this 
programme. 

3.8 Traditional SSE development institutions will need to ad.;. 
just their operations to take note of the needs of w~men 
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entrepreneurs. The majority of existing •financial institutions are 
lpcated in urban areas while the majority of women entrepreneurs 

. live in rural areas~ As a result, most women are totally unfamiliar 
with institutional banking and credit systems. The creation of smaller 

.· financial institutions fqr revolving funds and mobile banks with 
· outreach programmes is already in progress but n~eds to be· ac- · 
celerated. · · 

3.9 · Currently, informatiQn on womens' involvement in SSE is 
• .· virtually non-existent. To correct the situatio1,1, the· Ministry of Cul
: ~~tture and Social Services has already initiated surveys on women 's 
. · . activiti~s~ This programme will be intensified since it is only through 
· .awareness of levels of womens' involvement in SSE, their ~urvival 

rates, and constraints· faced by th~m that appropriate programmes 
for their support can be developed. · ' 

3.10 The introduction of appropriate technology should diversify 
women entrepreneurial activities .by orienting them away from the 
perennial sewiIJ_g, embroidery and handier~ to the production of 
more marketable and more rentimerative items. In this context, it 
will be necessary to develop technologywhicli women entrepreneurs 
cari afford and which they can learn to use and maintain with ease. 
In addition, continued provision of basic needs nearer home will 
result in women entrepreneurs having more time for their SSE 
activities. · 

,t j . ~.11 The o~ganisation of women i~to groups, self-help or ·oth~r- · 
,. · wise, has provided to some extent a viable structure through which 

women can support each other and benefit from development initia
tives. Of particular significance in this regard are the womens' 
income generating projects that are organisid as womens' groups 
enabling supporting agencies and extension personnel to reach more 

. women while at the same tim~ allowing more women to learn 
together and encourage each other. Group approaches in SED have, 
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however, revealed major problems arising from the original concept 
of womens' groups activities as social welfare project& rather th~ • 
business ventures. Most of the so-:called income-generating ac-: ·.' 
tivities are. non-starters while tbe,groups themselves do not lend 
themselvet: · to the spirit of entrepreneurship. Considering the cur~. : 
rent policy emphasis on womens' groups.and their role in bringing .. ·· · 
~omen to the threshold of mainstream SSE, there is an urgent need . · r 
to rethink and redefine their role. .· · f 

,3.12 Women rn~ed to laiow more about their rights, inherita'nce . 
laws, ~ow to fonn_women's.groups, ho~·toform a co~pany, an~ h9wt} 
to get mto tendenng and sub-contractmg. The Public ~w Institute, · · 
the. Women's Bureau and rel:::i~ed Ministries :and private sectc;>;r o.r~ 
ganisations will hold legal awareness seminars. The media will also · 
highlight pertinent issues through the radio and newspaper&~ the 
employn1ent pf a multi-media approach will ensure that many more 
women entrepreneurs are rea,ched. 

- .• . ,. . . 

3.13 One of the most striking features characterizing ·women. 
entrepreneurs, especially in rur~l areas; is lack of information and 
awareness on SSE matters. ~sting official channels of communica.;. 
tion do ·not necessarily reach all women. There is need therefore to 
employ a variety of channels including ~omen's groups, churches. 
cultural groups, and interperson communication, in addition to thi 
mass media and formal workshops m;id seminars. 
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CHAPTER FOUR 
. . . , 

CREDIT FOR THE SMALL SCALE AND JUA KALI 
ENTERPRISE SECTOR . . ·. 

:44 ·.· Since independence, Kenya has "'.itriessed. c·o~iderable 
: gt<hyth in financial institutions· some of which,bav~' been specifically 
·µpsigned ·for lending to the small and medium .enterprise sector. 
'Tufse include Kenya Industtfal Estates (KIE), the Joint Loan Board 
:S,9.pe,me (JLBS), and the Small Enterprise Firiapce~ Co~pany 
(~~FCO), whichis a private company. Inaddition,otherinstitutidns 
£\fe developed within their portfol;io special credit programmes for 
the same sector and these include Industrial an.cf commercial 
,J?evelopnient Corporati~n (icpc), Kenya .Commercial Bank Ltd., 
Barclays_ Bank of Kenya Limited and National Bank of Kertyii' : 
Limited.· Other sources of limited credit to this sector have been · 
ti.om over 600 Non_-Governmental Organisations· {NGOs)" 
register~d in the country ·and a few small eni.ei prise associatio~. . 

. 4.2 The · volume of credit to the Small Enterprise Sector: by. 
~pedalised institutions since independence is ·estimated at Kshs.' 
l, 11~ ~llion, as indicated in Table 1. 

Table 1 . 
Small and Medium Enterprise Loan volume of DFis Since Inde-

·.. · · pendence · · · : 

E 
·1cnc 

ng 
tions 

JLBS 
.SEFCO 

Total 
Source: · 

500 
372. 
170 
70 , 

1112 . 

ount 

KIE, SEFCO, ICOC, Ministry of Commerce, 1988. 
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. ' i . 
4.3 - It is difficu1t to determine how much has been loaned to the ... -: !· __ .-

small enterprise sector by commercial banks and other non- bank . 1 • 

financial institutfons-be~ause their reporting to the Central Bank of. -
Kenya does not specifically require this information. However, it is ; : 
known that their loans to small scale· and Jua Kali enterprise sector- _- - : -.. 
represents a small fraction of their total loan portfolio. A :relativeiy ' ' 
modest incre~e in this fraction would imply a very]arge increase ui 
the total loans available to. the small enterprise sector, amounting to 
several tirnis -the loans of -all the above mentioned DFis t~ken · 
together. 

v' 
4.4 · Problems of lending to small enterprises occur at three 

different levels: first, at the level of the small borrower who lacks 
experience with credit institutions; second, with the financial orr .. 

. ganisations which are not predisposed to lending to. s~al! . 
enterprises; and .third, at the level of existing regulations which limit 
the total funds available for on-lending. The main areas of concern· 
include inadequacy of loanable funds, stringent collateral require"' 
ments and the negative attitude of lending institutions towards SSE . 
borrowers~ · 

· 4.5 Increased flow ofloan funds to the SSE and Jua Kali sector 
from the financial sector, especially commercial ban~, will be 
achieved ·only if banks perceive lending to the sector as a_ financially 
attractive part of their lending portfolio. It will thus be necessary to 
allow banks to charge compeiitive interest rates on SSE loans, with 
adequate margin to cover the_ relatively high costs of administe* 
such loans. Recent moves to deregulate interest rates in the. co , -
mercial banking sector are expected to provide the necessary 
freedom to banks in this regard. · 

4.6 To ensure increased flow ofloan funds, the Government will 
intensify its efforts to acquire supplementary soft foreign loans for 
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on-lending to public and p~ivate financial institutions for lenr 1g to 
the SSE and Jua Kali sector. · · 

4.7 Banks and Development Finance Institutions provide cer-
. tain services to their SSE clients before and after ext~nding credit. 

Thes_e services are e~ensive and include preparation of feasibility 
studies, project appraisal, project implementation, project FQ.per~ 
vision, training, rehabilitation and other management advisory ser-. · 

· vices. Unlike the DFis, commercial banks are not allowed tc fovy 
... / any charges for these services. To enable the commercial 1'.::ianks 
':!if integrate these services into their lending programmes, the Go'3rn

ment will consider allowing them to charge reasonabl~ fees for the 
services rendered to their SSE and Jua Kali clients. -. · 

4.8 Medium and large scale firms including banks and DFis 
contribute towards the Training Levy Fund, from which they are 
reimbursed for expenses incurred on training- of their own 
employees. · To develop the SSE entrepreneurs, the Government 
will revis·e the _application of the Industrial Training Act so as to 
accommodate the use of the fund by banks and DFis for training of 
their SSE clients. In addition, the Ministry of Technical Training anq 
Applied Technology, in consultation with the Treasury and the 
Directorate of Personnel Management, will establish a special tr£lin
ing fund for SSEs and Jtia Kali entrepreneurs. Contributors to this 
fund will include Government, the private sector, and the donor 
community. 

-1,ii. :·~ .· 

·, 4.9 To ensure efficient operation, the above changes deserve 
constant review. In this regard, the Central Bank will put in place a 
consultative forum where banks will continuously review the various 
policies and regulations that othenvise hinder the flow of credit to 
the SSE sector~ The Central Bank will, through the same forum, 
initiate studies on comparative risks and costs associated with lend-
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ing to the SSE sector i11 Kenya in order to lay the groundwork for 
future policies_ in the banking sector. · 

4.10 At preser.i>i: the Development Finance Iristitutions .are not 
authorised to··take deposits. To enable them attract and accept-. 
saving deposits frorn the domestic market as the primary source of · 
funds for lending the SSE and Jua Kali sector, the Government 
will work out an appropriate arrangement for the institutions~ . 

4.11 G overnme:nf s level of borrowing· from the· local financial . . , · 
inst1tutions affects Lhe overali level of loanable funds available for e · · · 
use by the private sector. Government will, therefore, continue 
reducing the inte_rnal financing of budget deficits in -~rder to release 
more resources to the ·private sector. The proposed consultative 
forum under the . auspices of -the Central Bank, will be used to 
regularly review with the banks the necessary relative increase of 
their SSE lending, in order to ensur~. that some of the _freed up 
resources·are redirected to this sector. 

4.12 During the past decade, the-general policy of Goverm;nent 
in attracting foreign loans for the private sector has been to pass the_ 
foreign exchange risk on to the final borrower. This has tended to 
discourage the business community from borrowing when the loans 
are designated in foreign currencies. The policy in this re~pect has 
changed recently. Government now does and will in future continue 
to bear the foreign exchange risks in order to stimulate the flow of 
funds from external sources to the business community through the IJl 
local financial institutions. · 

. . 

4.13 · Exports by the SSE and Jua Kali sector have been insig
nificant. One of the reasons is inadequate export financing arrange
ments. Consequently the Government, through the C~fitral Bank, 
will explore modalities· of establishing an export credit guarantee · 
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insurance scheme. In addition, the possibility of establishing an SSE 
export credit fund will.be explored. 

4.14 Generally, all lending institutions require collateral for 
securing their loans~ The SSE and Jua Kali- borrowers are often 
unable to provide the_ required collaterals, which are·rigidly stipu
lated in Cerittal Bank guidelines. 'To tackle this pr,oblem, the Central 
Bank, in co·llaboration \.vith-commercial banks ·and £tnancial institu• 
tions, will review the lending'regufations and prot<;dures with a view 
to making the collateral requirements more flexible and .responsivt1 

··_ i{(i~ to credit needs of the:SSE and Jua Kali sec~m:. _· . 

4.15 . Credit guarantee schemes have been used to a limited ex
tent in Kenya, and with some success, for purposes of alleviating the 
collateral problem and thereby increasing the· flow of credit to 
specific targ~t groups includirigJua Kali artisans, youths, women etc.· 
These schemes have been mainly donor funded and although they 
are generally not a complete solution to the problem of credit risks,
Banks, NBFI's, DFis and SSE associations win be encouraged to 
initiate more of these schemes. ·1n addition, the Government will 
undertake a study on the viability of setting up a broad.~based nation
al credit. guarantee corporation. · Commerda: Banks will 'be en
cpuraged to.subscribe- to it 

4.i6 .. The bank~ng-~yst~mhas tended to be cob~erirathi;,,especial
ly in their dealing with SSE borrowers whom they consider as risky 
with high credit delivery costs. To overcome this negative attitude 

·:a6fbank officers towards SSE borrowers, the College of Banking and 
Finance, in consultation with the C~ntral Ban.z1 will develop ap
propriate curricula for providing two types of courses: 

(i) reorientation workshop for hank officials with spe
cial emphasis towards the potential in lending to 
SSEs and special target groups; and~ 
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(ii) · training of credit officers in appraisal and super~ 
vision of term-lo~ns to SSEs on the basis of cash 
flow lending as opposed to collateral based lending. 

4.17 In addition, the Central Bank will ensure that: 

(i) • banks''introduce the above courses in their internal 
training programmes; and, -

(ii) top bank officials participate in workshops, semi-
nars, round tables, lectures, study tours etc. in order 

_ to increase awareness of the importance ·and 
viability of lending to SSE and the potential of the 
various target groups such as women, artisans etc. 

4.18 Further, the Central Bank will ensu·re that banks and finan
cial institutions provide i11tegraterl training packages for SSE clients 
by introducing and- strengthening their business advisory service 

. departments, including possible subcontracting for such services. to 
other specialised institutions. 

4.19 Finally, Ministry of Planning and ~ational Development, in 
· collaboration with relevant institutions, will explore the possibility 
of setting up a venture capital institution for SSEs, to enable them 

. obtain more equity capital. 
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CHAPTER FIVE 

NON-FINANCIAL PROMOTIONAL PROGRAMMES 

5.1 · Besides a conducive policy environment and adequate · 
. credit, sniall scale enterprises require various non-financial services 
at different stages of their growth. These include managerial and 
technical training, counselling, consulting, marketing,· extension, 
programme design, prograninie implementation and evaluation, use 

· of technology and quality production. The following problems have 
. b~en encountered in regard to these services: ·. 

/(·•·iii!i,.. .. . . . . . .. . ,,1\f'1 
' (i) lack of enterprise culture; 

(ii) poor quality programmes; 

( iii) rion.coordination of programmes; 

,(iv) high cost ofNFPPs; · 

(v) · inadequate involvement by private sector; 

(vi) lack ofsub-contracting; and 

(vii) inability to exploit market opportunities. 

5.2 · · An enterprise culture is an envirornnent that prepares the 
~Funity as a whole to take advantage of the available business 
opportunities in society and provides supportive measures for 
entrepreneurs at all levels of development to realise their potentials, 
regardless of sex. 

5.3 Role models of successful entrepreneurs'in society _can in-
fluence potential entrepreneurs to go into self-emploYf!1ent and at 
the same time inspire those already .in business to do even better. 
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Existence of networks and forurns'for business contacts enhances· : 
interaction of successful entrepr~neurs with potential and emerging < '·: 
oµes, thereby positively influencing the latter to go into business.In ._ . 
addition, the education system has the potential to contribute greatly ·· 
to entrepreneurship culture and development through supply of · 
more and better prepared graduates who are well tuned t() _s~If.;; 
employment and' e:qtrepren~urship. In. order to promote a mor~ 
dyn~c enterprise culture, the universities and other training i)l.., -· 
s.titutions will introduce entrepreneurship education in their degree _ · 
and diploma programmes. In addition, the Ministry of Technic'1.l : 
Training and Applied Technology, in collaboration with o · · 
relevant organisations, will: 

(i) conduct in~depth market surveys periodically to --· · 
identify emerging· skills and abilities needed in 
busines~, especially in the small enterprise sector; 

(ii) provide tralning to entrepreneurs and their 
· employees in the _choice and use of new tech
nologies, especially those that are appropriate for 
small enterprises; 

(iii) (:Onduct market surveys to. identify opportunities 

'. 
:·, , .. 

. f,oi::: .pr,od_µ.ct diversifkatio:q- :a11d nep.r product 
·development in the ·small enterprise sector; 

d~~~i~; mas~ ~~dia '-~.e-cl;ciques for: diti~~~iaJi9µ 
of information on all phases of self-employment 
anctentrepreneursbip;_, . '·: _ o:. _ :· ). 
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(vi) use innovative methods such as: distance learning, 
· action lear~ing groups, use of self-instruction 

. (vii) . 

- materials, and shor(booklets_on specific business 
problem areas; 

. establish rural business· ·centres in. the small 
' ' '• . ' ' . . 

enterprise sector for information disseminatio~ re-
s ear ch, product development and programme 
promotion. Such centres will be established in loca
tions particularly. those·- that are accessible to. 
•Women;and., 

( viii) . develop curricula for apprentict!ship courses so that 
an orgahisedapproach.tptraining will be adopted. 
Graduates of apprenticeship programmes will be 

· · .. accorded, on, cost-sh~ring 'basis, opportunities to 
continue. atte11ding short refresh~-r courses p~rtain
ing to selfemployment, entrepreneurship µevelop-

. ment and skillsenhancement.. . 
,': 1 

· · 5A. In.adequate needs_ assessments ·co.nducted before 
programme design and execution, have resulted in serious· mis~ 

-. _ matches between institutions implementing programmes and the 
· _ i11Jend~q -'beneficiaries.· Prior -. to: implementation, success criteria 

b_av~ nq_t been estJ1blished_ &µch as number of permanent jobs 
ci:~~ted,.· in~rease iIJ. sjze of business, ·or incremental value-added 
~~~~ated which f?c~sses p~ogra~e desig~ .on factors ~hat are 
K:;~cant for ach1evmg a high measure of impact. To improve 
programme design and -evalu~tion, better needs· assessment and 
participative· forms -of programmes . design. will be developed. To 
achieve thi$ objective:. · 

(i) The Ministry of P)a,nning and National Develop
ment will contract . appropriate local consultancy 
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' '· (ii). 

organisations, e.g-Uriiversities;-to develop a small 
enterpd_se proje¢t:"design.:,manual" to be used by . 

. · implementing ,agencies. ·This manual would int¢t .. 
alia contaiµ information oniim·oriented planning•·. 
me_thods, needs assessment methods, bow to iii:.. 

. volve.targetgroups, identification ofindications·of· 
· success .. methods a11:~ tools for monitoring im~_ -. 
plemeµtation stage~;-and, . . ••' 

. :: ' • .. · ,' 

The Office.·of tlie Preside~t-and the Ministcy ·of.• . 
P,Ianning and National Development will monit,1' ·. 1 

compliance with existing government_ SED policy • ./ 
guidelines· as and when programmes or projects are l 

.. · .· - implemented fu the-~ountry.· - _. · 
~ ;_ .·--· ' ' , . -

,-~.5 -- Provision of ·aciequ~te manpowe'r :resources in terms of _ ... i 
pr6fessio:hally"qualified Staff in.bpth the private and public sectors is '.. · I 

' , , . • • . I 

vital for effective entrepteneurship· programmes· at s(art:.up, opera• !' 
tion and expansiqn phases· of btlsi~esses. _.-- To -improve the level of : 
professional staff Jn promotional ·iµstitµtio_ns, greater effor.t will be 
made· to: train ~nd' recruit more· pro°fessiorials. including female __ 
ptpf~ssionats·. To this. etid: : . -. ·' ·_ · . -· · · - -. _. · : ·. - . . · 

:':.• ;1 .·; • ', 

(i}' -.Pj-onH?.ti'bri_ai ·6rganb:a!iOns,~-.both· public _and: 
_ . · . private, will be ehd~ur~g~d io tfoyote ~ larger: por..: 

' ':. ' . ' .. 'Hon of thy.ir' r¢S(?'urccs'_ to staff traini_~g arid d~ve~op~ 
, ,,, merit; ... ·.-.:· ... ·_.,-_,·_:·(::·:.-., -_, .; . ;,·,;· __ i_.··-_;_·:·4_,-Tor 

r·::·-,_·_.: V 

(ii)•". ' ' NQOs iill be eiico_riraged tci expa~d-their"traiI11:rig . 
. · : . - ·functforis:: ·10' assist other· promcitioµal agenci¢s i.~ 

small eri.terprise staff development" bn·'a· comm.er;,; 
: .' 

ciat basis aµd .t~ ,~~ve,qp speci~ training program-
-. 'ines.'fo~ women eri~epreneu(s;.' . ' ' 

. . . . . . . ,. ' ' " . ·_ ·. ~ . ' 
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(iii) 

(iv) 

. '', 
J • ~ • 

· The Directorate_. of· Personnel · Management will 
give priority to tr'ainiilgprogramtpes aimed at small 

· enterprise · dey~lopmertt · and :identify su,itable 
-women offic~ts for training; and _ _ _ 

- J>romotional agencies, in particular ·public sector . 
- bhes,'·will ritakcfinor~·use· of existirtg entrepreneurs 

· - -and craftsmen -hi their training programmes in 
, order 'to add -a more practical "dime,µsion to the 

) . training~ . Wome~ 'entreprenetirs'will be especially· 
identified. -

'-s~t>' -· There -are· niariy :organisations operating isolated small 
- eiltetprise qevefop~ent prograrnm,es t'hroughoili tµe country which 

·' ·_· _ I~ads to wastage· of fiiiahdal a'rid human r¢sources through duplica
tiqn ,:of· activjties. Art ·umot~Ua·prganisatioh to co.ordinate the ac-

-tivities· ofthe vatious'org~ni~atfofifsq as to'-nimniize the benefits of 
i;i6ii-fifr;incial programmes doe!s rtot existtTo'increas~ the effective~ 
n¢ss of the programmes and ¢nharice·compleirientarity, the follow-
ing 111eastires ~ill be taken: · · -. · · -- -
.,_.:,_f: '.,,• . 

• ; • • • ' ;, ,'.' • a 

_(i) The Ministry or'Planrting•aria National Develop-
ment will collaborate_ with existing relevant institu~ 

· -- tioris t~- fac'i'Iitlti'1niproved.: pi~chanism-·for _ 
-·' _- huo:rmr1ti9.ri · sharing~ tes~at¢.h, :'fraiiµng -and. other 

. . :·· - . ' -.' ·. pror#otiona}a·divities·; · -· . · ' · ·· ·- ·, - . -· -'· ' 
11•~. ··, ' . 
I (!'f 
'i, . __(ii) The' sectoiM Mimstries' (~hdustry~ ·cohirrierce,' Cul~ . 

:turb· ahd ·social' Services~ ·Technical 'Training ahd 
- Appli~d T~:chnology) \vg1 ~ritic~f revie"4'. _t~eir 
· pottfolio of SSE re fated progr~es. The Mirusny 
of Planning and.National Developfllent ,will coor

-·-' · -·· -: · · ·. di11at~ thtfadivides of·sedtoral-Ministries for.tdn-
·::.- sist~ncy With ··th~: n~tional tleveloprilent'prlotiti~s'( 
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(iii) 

· (iv) · 

(v) 

• The_ Migistry of Tetl:hnical Training and Applied 
Technology will provide training to entrepreneurs 
and their employees in technical and managerial 
skills as well as entrepreneurship; 

Thy Ministries of Industry and Technical Training 
and Applied Technology wiU assist SSEs with ex:. 

. · tensi_on· services in_ are~s -such as accounting, 
material procurement, stock ·control, cash-flow 
management, produc!ion planning and control; and 

. ·.' @1)1i 
· The Ministries of Industry and Technical Training -· 
-and Applied Tec~nology will pro.vi4e appropriate 
. tr~ining and in some :instanc~~ technical assistan~e 
in such areas as feasilJilitysiudies, m~chineiy ~ourc-_ 
in.g, installation and main{enanc~, product develop
ment and diversification and the us.e of appropriate 
tecbnology._:In order.to·enhance complementarity 
of: services and · their effectivenes~,. it is vital to, 
deliver the assistance as a package·. It is ;ilso impo.r-. 
tant that all the assistance is need-driven and the 

• programmes self-sustaining.· 

5.7 ·. The •resources. avajlable °for non-fjnancial -promotional 
pr9grai:nme_s, w:hether from Government or .nqn-governmental 
sources, are Ii~tf,_d. rJlerefo~e; it_is,neces~ary to scree~ ~d select 
those SSEs wh1cn'·have the highest potential for benef1ttmg fro 
Non-Financial Prornotiomd .Pr()gramm~s~ ,1'his. will enpance the · 
cost-effectiveness of ~uch- programm~s. Also, greater attention will 
be. given to least cost promotional programmes and to rigorous 
evaluations, in·order to rationalise such programmes. 

· 5.8 . · To improve on the cos.t--eff e.ctiveness of non-financial 
promotional programmes~ over-subsidisa.tion will be reduced and 
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greater attempt made to d~velop programmes and projects that are 
self financing. In this- regard, tbe Office of the Vice President and 
Ministry of Finance will: · · - . · , • . · 

(i) 

(ii) 

establish within the External Resources Depart
·_ meµt, a s~all seal~ enterprise development section 
. to ensure that donor programmes are complemen
tary to each other so that reso:urces cµ-e utilised in 

• the most efficient manner; and, . -
. . . . . . .' . 

· rationalise the allocation of resources in accord
.. ance with the national strategy for SSEs as stated in 

the Sixth.National Development Plan. 

5.9 The SSE entrepreneurs have little control and knowledge 
· of external factors that affect their businesses such as taxation, 

licensing and the legal structure. 111e formation of sectoral associa
tions proposed earlier can play an_ important role in educating and 
lobbying for the interests and concerns of their members. In this 
reg~d, the Ministries of Commerce, Industry and Technical Train
ing and Applied Technology will facilitate the formation of more 
sectoral associations for the be;nefit of SSE entrepreneurs. In addi
tion, the Ministries of Industry and Technical Training and Applied 
Technology will facilitate th~ formation of an association of Small 
Enterprise Development consultants with a view to providing small 
businesses with consultancy .services-that they need. 

::;,:if 5.10 Subcontracting is an instrument for promoting inter=in
dustty linkages which lead to: 

(i) fuller utilisation of installed capacity; 

(ii) · manufacture of better quality products through the 
comparative advantage approach; 
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(iii) - imparting expertise; and, 

· (iv) -employment creation. 

5.11 Currently~ subcontracting mechanisms- are underdeveloped 
primarily because Kenya's industrial base is small and the economy 
is stilrccmsolidating, To promote sub-contracting, the Ministry of 
Industry has-·already initiated the establishment of a subcontracting 
exchange, The exchange, as a private sector initiative, will promote 
inter-industry linkages by providing information and advice on pos-:
sible avenues of co-:operation. In addition, organisations assisti 
SSEs wil,l be e_ilcouraged to promote inter-organisational linkages by 
sub-contracting some of the activities to others who are better placed 
in providing such services. · 

5.12 · The development of the SSE sector has . been generally 
- oriented towards the domestic market. Little attention has been paid 
so far towards -the promotion of exports. In order to expapd the
demand for SSE products, it is necessary to_ explore the expo:rt 
market. As the~export markets demand stringent qual_ity standards 
and competitive pricing, the-Ministry of-Commerce, in collaboration 
with relevankorganisationS; will develop. a training- ·programme 
aimed.at: · · · · · · -. · · · 

-pr_oper prqdu_ct de~ign to ~uit _deliland and t~te Jt 
the.expo,rt,rp.arket;.> · ·· _ --·, . ··,,-:·; 

hnproverpent in product packaging; a11d_. 
. . . . ·- ~ . . ' ' . . . . . ' 

. ',',,. ; ' 

(iii) imparting skills to ~ntrepre:neurs in production 
management,, technology,· .material procurement, 
·costing, and pricing. -
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CHAPTER~IX. 

· AGENDA FOR .ACTION. 
. . . .- .; . . ' ', ;" .~ ' ·. ; 

· 6.1 In the preceeding chapters ·of thl,s Paper, the follmvLjg 
. ·:;ta~t9~s have beeri identified as-inhibiting .tlle development of d1e. 
)~all enterpris~ and i11a Kali'sector: · · · · 

(i) 

(ii) 

(iii) 

Lack of coherent policy guidelines. and -u.11-
~avourable regulatory environment; . 

· Inadequate physical infrastructure;.·_ 

_ ~imited markets for the se~tors' products and :-;er
v1ces: 

. . 

(iv) A·weak institutional infrastructure; 

(v) 

(vi) 

Poor information gathering and dissemination. in
cluding _lack of adequate ·extension-services; 

Lack of policy on gen.der specific issues; 

(vii) 
1 

_ _._ Poor access to capi_ta~; _ 

(viii)' ···-_.Lack of a,n: enterprise culture; 
• , • I .' ~,, ' • i { ;- ' . I ,' 

(ix) Poor project and programme planning and im-
,_ · : · plementatiori; ~nd - · 

· · ·· : -· ·_ · ._· ,(x) , ; , · 'Lack of nia°:~gerial skills. ; ·· 
' .~ 

. _ 6.2 A wide range of policies _and strategies aimed at removing 
ot all6vfating 'these dinsfrairits-have been dudinetl in tiiis' paper. In 
this .chapter,: however, only those polities whidlrequire significant 
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· speeding up trr other changes in -implementation are mentioned. · 
They are taken as an agenda for priority actiori_within a time-span of -- -
12-24 months :dter the adoption of this Paper and are as follows: 

. (i) -- The Government will continue to pursu~ the poljcy -
6f import liberalisation by replacing quantitativ~_ 
import restrictions by tariffs and also by bringing 
the average rate of tariff down_ over time ( ch.2); 

(ii) 

(iii) 

As part of its programme of infrastructure develop
ment, the Government will undertake th~ fono4, 
measures: 

Conduct a needs assessment on the actual and 
prioritised requirement of infrastructure 
which will enhance the growth of small 
enterprises ( ch.2), 

Encourage local groups of artisans to form 
associations to benefit from rural electrifica
tion programme financed by· Government 
through the Electricity Development Fund; 

Make available more industrial and com.mer-, 
cial land to small enterprises to_ instal their 
own facilities ( ch.2), and 

Ensure that the construction of sheds for J 
Kali enterprises are undertaken pn the basis 
of needs assessment so that the· resources 
provided supplement artisan needs ( ch.2). 

The Ministry of Research, Science, and Technol
ogy,_ through its parastatals and the University-In-
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dustry Link Committee, will provide guidelines fo~ 
technology .p~velopnient,_ transf¢r and use ( ch.2); 

• • > >: 

(iv) M~thods wiU be d<,veJoped t<> id~ntify technology 
research needs of the· small enforpiise sector, con
duct the necessruy researc;h and wid~ly disseminate 
tp.e results to the small enterprise s¢ctoi-~ ( ch.2); 

(v) The government will use the public procurement 
procedure and regulations to support SSEs in pur
suing innovativeness and production of high quality 
goods and services (ch.2);. -- ·•· . · 

•' 

(vi) · The inter University :.· Industry Link Committee 
will be promoted as a_ means of stimulating in
dustrial and econo~c develop~ent ( ch.2); 

(vii) Market information will be more widely dissemi
nated by District Industrial Development Officers 
in a manner that will ensure that ?ll target groups are reached ( ch.2);. , -

· (viii) The E:wort -Promotion Divisio~ of the Ministry of 
Commerce will ensure that overseas markets are 
actively _searched for possible exports of Kenyan 

· · small enterprise products. It will also disseminate 
more widely information regarding these potential 
markets_ ( ch.2); · 

(ix) The Ministry of Planning and National Develop
ment .will iriitiate studies on· the feasibility of sub
contracting between large and small enterprises 
(ch12); . -
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(x) 

(xi) 

(xii) 

(xiii) . 

(kiv) 

(xv) 

(xvi) 

. . . 
. - - .:._,' --- -·-•-r~s.'.,_. 

The Ministry of Commerce will facilitate formula
tion of a national export policy ( ch.2); 

The Ministry of Planning and National Develop
ment will establish and strengthen a more cost-ef-
fective · cdordination · mechanism for existing and 
new small enterprise programmes among the 
various implementing institutions ( cb.2); 

Government institutions which are effectively in
volved in small enterprise development will be 
given priority in budgetary allocations based on 
performance (ch.2); 

Local Authorities will be allocated more funds 
through existing programmes to be used in improv
ing infrastructural facilities under their jurisdiction 
(ch.2); 

Government will encourage the formation of more 
small enterprise associations to facilitate more ef

. f ective use of programme assistance provided 
(ch.2); 

A comprehensive review of all pertinent regulatoiy 
Acts will be undertakeri to investigate in detail the 
extent to which such Acts either explicitly or im
plicitly impact negatively on SSEs (ch.2); . 

Licensing arrangements for small enterprises will 
be reviewed· with a view to relaxing any arrange
ments that hinder SSE's business~ in particular 
those requirements that relate to lice ming and rigid 
building codes -( cb2); 
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(xvii) St~dies will be undertaken to as·certain the levels of 
women involvemen.f'in SSE 'activities' including 
.th_eir successes and ~o:ns_traints s9 th&t appropriate 
-support can be deve1pped., (ch.3); - . -. ·- .. 

' ... . .. '. ',' '' . ' 

(xviii) Awaren~ss seµtlp.ars at aUlevel~ will be organised 
through jnsthµtions .. such· as the fubli<: Law In
stitute, ~he Women's ·Bureau, -relat¢d Ministries. -
and private sector organisatiops to inforni women 
on inheritance laws, how to form business concerns 
and on tendering ~,nP sub"confratting ( ch~3); -

(xix) 

(xx) 

(xxi) 

The Women;s Bur~aq, --will formulate a national 
policy on the role of women in social'."e·conomic 
development (ch.3); .. . 

The Central Bank wiUassist the College of Banking 
_ and Finance ·10 d~velop appropriate curriculum for 

re--orientation and sensitisation of bank officials 
. tbwards $SE peec:Js _ail~ ~rfilning of bank officers in 
apprais1ng SSE projects, with emphasis on lending 
on the. basis of cash flows ~ opposed to collateral 
based l~ncUng (ch.4); . .· . 

The CeI].tral Bank, together with the College of 
Banking and Piriance, will organis¢ workshops, 
seminars, round tables, lectures, study tours etc. in 

. order to expose bank offidals to the Importance o{ 
SSE and Jua Kali sector as clients--with a major 
poten~ial impact on the_ national econoniy ( ch.4 ); 

(xxii) Banks and financial instittitiqns will be encouraged 
to publicise their activities and to open up new 
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branches as a means of mobilising savings and at
tracting a wider dientele (cb.4); 

(xxiii) The Central Bank will issue new guidelines and 
procedures on lending to the small scale 
enterprises•,and Jua Kali sector with deliberate in
fusion of flexibility to facilitate use of other forms 

, of sec•urity including movable assets and warehouse 
receipts ( ch.4); . . · · 

(xxiv) Banks, DFis, NGOs NBFI's and trade associations 
. will be encouraged to develop a wider variety of 
credit guarantee schemes, especially for special 
groups such as professionals, women, Jua Kali ar
tisans, retirees·etc. ( ch.4); 

(xxv) Th~ Office of the Vice President and Ministry of 
Finance will corilritlssion a study on the viability of 
setting up a National Credit Guarantee Corpora
tion inorder to cushion financial institutions against 
credit risks involved in lending to this sector ( cb.4 ); 

(xxvi) Commercial Banks will be allowed to charge 
reasonable fees for special services offered to 
their customers, including feasibility studies, 
project appraisals, training, supervision, and 
general counselling etc; 

(xxvii) The Ministries of Technical Training and Applied 
Technology and Industry will take the necessary 
action to have the Industrial Training Act amended 
in order to exten,d its use to cover the training of 
SSE clients ( ch.4); 
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(xxvili) The Central Bank will form a consultative forum 
with banks and financial institutions which will in 
future be an important· nucleus arid source of 

. recommendations on Govetnment policies to be 
. adopted in order.to increase flow·of credit to·this 

sector (~h.4); · · · · · 

(xxix) Loanabl_e funds will be increased through con
certed efforts by banks and financial institutions to 
mobilise savings locally. In particular the Central 
Bank will encourage DFI's to· adopt policies of 
attracting deposits in the domestic market as a 
primary source of fu11ds; · 

(xxx) The Office of Vice-President and Ministry of 
Finance, the Central Bank, NGOs and donors will 
develop innovative and diversified lending 
programmes and schemes as a 111eans of attracting . 
funding especially for special target groups su~h _as 
professionals, women, retirees; artisans etc.· ( ch.4 ); 

(xxxi) The Central Bank will explore modalities of estab
lishing an Export Guarantee Insur~nce Scheme and 

. an SSE Export Finance Fund ( ch.4 ); 

(xxxii) The Office of the Vice-President and Ministry of 
Finance will make special efforts to ensure that 
foreign loans earmarked for the SSE and Jua Kali 
sector are designated in local currency and where 
this is not possible the Government will bear the 
f9reign exchange risks ( ch.4 ); 
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(xxxiii) The Ministry of Planning _and_ National Devel_op'." 
. . : ment will explore the viabili,ty _of p:~ating a venture 

. capital institution for SSE~ ( ch.4 ); · 

(,podv) Tlie Ministry of TechnicaJ,Training and Applied 
Technology will: · · · 

,· 

- D~velop and in:iple:rµent innov~tive ~ur
riculum materi.als arid methods for training 
needs relate9 to. self~einployment and 
.entrepreneurshJp ( ch.5); 

Establish rural business centres °for informa
tion dissemination, research~. product 
d.evelopment and programme promotion 
.( ch.5); and, 

Portray :a·nd. popularise. entrepre~eurship 
positively in society through media campaigns 

.. (ch.5) .. 

(xxxv) The governine:nt.will: 

Use existing institutions to facilitate im
proved mechanism for information sharing, 
research, training and oth_er promotional. ac
tivities ( ch.5); 

En~rire through t~e Ministry of Planning and 
National Development that a review of SSE 
programmes within the sectoral f'.-finistries is 
undertaken ( cp.5); and, · 
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Through the Ministry of Planning and Na
tionaf Develop:rµent-ensure complementarity 
and· integration of assistance packages· in
tended for SSEs ( ch.5). 

(xxxvi) The Ministries oflndustry,-Technical Training and
A.pplied Technology and Culture and Social Ser
·vices will initiate the formation of: 

.. SSE sectoral associations; _ 

NGO association on specialised services; and, 

Association of SSE consultants. 

·(xxxvii)· The Ministry of Industry, in consultation with 
relevant organisations, will initiate the estab
lishment of a sub-contracting exchange ( ch.5); and, 

- (xxxiii) The Ministry of Commerce will restrttctuFe existing -
export promotion mechanisms· with a view to 
makini them more effective ( ch.5). 
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