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Abstract: Even though micro, small and medium enterprises create many job opportunities, studies confirm
that most micro and small enterprises die within 5 years, Gallup (2014). With this challenge in mind, coupled
with other challenges such as inadequate capital, poor infrastructure, inadequate knowledge and skills,
limited market access and rapid changes in technology, Government interventions are critical in supporting
this sector. The purpose of the study was to assess the effect of government entrepreneurial interventions on
the growth of micro, small and medium youth enterprises. Specifically, the study sought to establish the effect
of training, funding, government policy and marketing as entrepreneurial interventions on the growth of
MSMYEs Kenya. The study targeted a population of 1262 youth led micro and small and medium enterprises
registered by the ministry of youth and sports in Kisii County. The County was then stratified according to the
9 administrative constituencies. A random sample of 304 Micro, small and medium enterprises was picked
which are owned by youth in Kisii County drawn from each of the stratum. A descriptive research design
combined with quantitative research approach was used to guide the study. Quantitative data was collected
through the use of closed ended questionnaires. The questionnaires were delivered to the respondents
personally by research assistants who were to wait for the questionnaire to be filled. Data analysis was done
using Statistical Package for Social Sciences (SPSS) version 21. A multiple regression analysis was used to
establish a model between growth of the enterprises and the government entrepreneurial interventions. The
findings revealed that government funding, entrepreneurial training, marketing and government policies
affected growth of youth owned micro, small and medium enterprises. The study concluded that most youth
had limited or no access to government funding, training, involvement in policy making and marketing
support thus their enterprises failed to grow. The study recommended that here is need for the government to
ensure equitable and effective access to funding, markets and training among the youth so as to enhance
growth of their enterprises.

Keywords: Government entrepreneurial intervention, training, funding, marketing, policies, youth
enterprises

1. INTRODUCTION
1.1. Background of the Study

Micro, small and medium enterprises (MSMES) growth have attracted considerable attention of both
public and private sectors in recent past especially in the emerging nations as they are considered and
recognized as critical pillars of socioeconomic transformation of any economy. A considerable
number of counties have made provisions for policies that are deemed to promote their development
plans, policies and programs for the promotion of SMEs. This is because of their perceived benefits to
economic development including employment generation in rural areas economic transformation
stimulation of indigenous entrepreneurship, reverse of urban rural migration, greater utilization of
local raw materials, promotion of local technology mobilization of local savings, linkages balance by
spreading investment more evenly ability to profitability in very narrow markets with low purchasing
power among others (Jibrilla, 2013). According to Kondaiah (2010), MSMEsareamong the surest
avenue for providing goods and services in rural or semi urban areas. The role of MSMEs is evident
among the cottage businesses in many countries of the world such as Malaysia, Japan, South Korea,
Zambia, and India among others. As a result, it is widely acknowledged as the springboard for
sustainable economic development (Olajide, 2012).

Government plays a critical role entrepreneurial interventions for this study will encompass
entrepreneurship training, funding opportunities, policies and marketing interventions on micro and
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small and medium youth enterprises. Micro, small and medium youth enterprises (MSMYEs) are
therefore widely acknowledged asa vital sector of any economy, particularly because it creates a
better opportunity for job creation (Momanyi, 2017). The United Nations Conference on Trade and
Development (UNCTAD) (2015) confirms that there is increasing consensus that entrepreneurship
plays a critical role on sustainable development and critical to gender equality, poverty reduction, and
environmental sustainability. Despite their undisputed importance, past statistical evidence indicate
that 3 out of 5 businesses fail within the first few months and those that continue 80 per cent fail
before the fifth year (Kenya National Bureau of Statistics, 2007).

While Micro, small and medium youth enterprises are supported by Government, studies confirm that
most enterprises die within 5 years, Gallup (2014). The high failure rate suggests that the sector fails
to effectively manage the changes that they face in the midst of the dynamic business environment
among other challenges that they find themselves into (Collagham&Vener2011; Lots& Vander,
2013). With this challenge in mind, coupled with other challenges such as inadequate capital, poor
infrastructure, inadequate knowledge and skills, limited market access and rapid changes in
technology, government interventions are critical in supporting this sector. The National Bureau of
Statistics (2016) confirms that about 2.2 million MSMYEs were closed in the rural areas as compared
to 1 million established in the urban areas.

There exists consensus among scholars that youth entrepreneurship can play a critical role in job
creation among the youth (UNCTAD, 2015). A survey carried out by Geo Poll 2017, confirms that
unemployment poses the highest threat to the future of the youth because it breeds crime, violence,
drug abuse and other social charges (Kwonyike, 2017). Therefore, government needs to support the
micro and small youth enterprises in Kenya, through interventions that provide proper legislative
framework on MSMYEs, facilitate access to the markets, and provide funding opportunities among
other interventions. Still despite these initiatives, SMEs still have a low survival rate with serious
challenges leading to 60% failure within the first three years of operation (Sharu, 2013). Kiveu (2013)
observed that Kenyan SMEs are ill prepared to compete in global markets and that fewer of them are
capable of venturing into the export market. However, a questions still remains on whether these
interventions lead to a sustainable growth of the MSMYEs in Kenya.

In order to effectively target youth enterprises and activities, the constitution of Kenya (2010) defines
a youth as young person’s between the ages of 18- 35. Based on this definition, the study will focus
on the youth within this age brackets who own startup or a micro, small and medium enterprise in
Kenya (Oseifuah, 2010). GEM report (2012) describes youth entrepreneurship as an additional way of
allowing youth into the labor market and promoting job creation using the existing support structures
aimed at developing entrepreneurship particularly micro, small and medium enterprises (MSME)
sector which exist in various countries including Kenya. According to the SME Act 2012 of Kenya
which describes, micro enterprises as business organizations with a maximum annual turnover of KES
500,000 employing less than 10 people, whereas small enterprises have an annual turnover of KES
500,000 and 5 million with employment capacity of 10-49 people and medium enterprises.

Akwalu (2014) argues that although there has been a growing trend in promoting youth owned
enterprises in Kenya, not much has been achieved. Most of the promotions have been through the
affirmative action such as Youth Enterprise Development Fund (YEDF) started in 2007 to provide
access to funds to registered youth groups to start and develop enterprises, Uwezo fund created
through the 2013/2014 financial budget which set out an ambitious youth and women empowerment
programme by allocating 6 billion as revolving fund to be loaned to the youths and women. Through
the initiative, the government also rolled out a policy to provide 30 percent of all government
procurement to the youth and women as well as persons with disabilities (GOK, 2013). Other
programs to support youth entrepreneurship especially micro and small youth enterprises in Kenya
includes the Vision 2030 where specific youth development programmes are emphasized to promote
access to business enterprise funds, skills training, and business development services among others.

Kisii County has a youthful population estimated at 385,143 in 2012 which represents 31.4% of the
total county population. According to the Kenya Bureau of statistics (2012) sixty-one per cent (61%)
of the unemployed people in the county are the youth. The population is expected to rise to 437,692
and 518,774 in 2015 and 2017 respectfully. Due to this challenge, the county government is expected
to implement projects and programmes that will address unemployment including, capacity building
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through training and development, enhance access to finance by the youth, enact youth friendly
legislation and assist in marketing youth products among other entrepreneurship interventions to
enable the youth effectively contribute to the socio-economic development of the county. The county
is characterized by high potential of both agricultural and non-agricultural activities as well as
multiple of small and medium businesses.

1.2. Statement of the Problem

While SMEs remain critical to the country’s economy through job creation and the overall
contribution to the tax revenue, their growth and survival rate has been minimal with six (6) out of ten
(10) enterprises closing their operations within their first year of operation. A report by the Kenya
National Bureau of Statistics (KNBS) revealed that over 40% of the SMEs are youth owned and they
are among the most SMEs that do not make it to their second birthday (KNBS, 2017). This shows a
matter of concern in which the Youth are over 60% of the country’s population (Kenya National
Census, 2019) and make up to 70% of the unemployed population. In a country where the
unemployment rate is close to 10%, entrepreneurship is the only solution that can assure job creation
and create more opportunities for others (Ismail, 2018).

The Kenyan government in a bid to enhance entrepreneurship and promote employment and
economic growth, it has laid out several entrepreneurship support programmes including funding,
training and mentorship (GoK, 2017). Despite these interventions, there is little improvement to be
seen among the SMEs as far as growth is concerned. While previous studies have focused on growth
of SMEs and how it is affected by aspects such as funding, training and policies, there is very little
literature available on the government interventions and growth of youth owned MSMEs. This study
therefore seeks to fill the existing methodological, conceptual and contextual gaps by assessing the
effect of government entrepreneurial interventions on growth of youth owned MSMYEs in Kenya.

1.3. Objectives

(i) To establish the effect of training on growth of Micro, Small and Medium Youth Enterprises in
Kenya.

(i) To determine the effect of funding on growth of Micro, Small and Medium Youth Enterprises in
Kenya.

(iii)To assess the effect of government policy on growth of Micro, Small and Medium Youth
Enterprises in Kenya.

(iv) To examine the effect of marketing on growth of Micro, Small and Medium Youth Enterprises in
Kenya.

2. LITERATURE REVIEW

2.1. Theoretical Framework
2.1.1. The Keynesian Theory

Keynesian economics advocates a mixed economy, predominantly private sector, but with a large role
of government and public sector (Osadede, 2007). Keynesian economists often argue that private
sector decisions sometimes lead to inefficient macroeconomic outcomes which require active policy
responses by the public sector, in particular, monetary policy actions by the central bank and fiscal
policy actions by the government, in order to stabilize output over the business cycle. The Keynesian
theory offers useful insight to the understanding of the impact of government entrepreneurial
intervention on the growth of youth owned SMEs. The relevance of this theory is its ability to provide
the basis for government in economic activities through various private enterprise incentives and
development (Ogechukwu, 2011).

2.1.2. Economic Entrepreneurship Theory

The theory ignores the nature of entrepreneurial activity and down plays the diverse contexts in which
entrepreneurship occurs. The economic system consists of exchange participants, exchange
occurrences, and the impact of results of the exchange on other market actors. Entrepreneurship is a
very important criterion for economic development. Although achievements in organizations are
credited to the organization, they still find their basis in individual initiatives and motivation. The
theory therefore is limited to understanding of the role played by individuals in entrepreneurship
(Amolo, 2014).
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2.1.3. Resource-Based View

The Resource-based theory argues that access to resources by founders is an important predictor of
opportunity based new venture growth (Alvarez &Busenitz, 2001). The theory therefore offers a
theoretical explanation on the importance of various types of resources among micro, small and
medium business enterprises which drive their overall competitiveness and performance. It posits that
firms can achieve and sustain their competitive advantage if they have tangible or intangible resources
that are valuable, rare, inimitable and non-substitutable. This theory stresses the importance of
financial, social and human resources. Thus, access to resources enhances the individual's business to
detect and act upon discovered opportunities (Davidson & Honing, 2003).

2.2.Empirical Literature Review

Sitoula (2015) did a study on the challenges and prospects of youth entrepreneurship in Kathmandu
adopting descriptive research design sampled 100 youth entrepreneurs from a population of 150
entrepreneurship businesses formally registered in the region. The study established that there are
obstacles that hinder young entrepreneurs in setting up businesses and subsequently managing them in
Kathmandu in Nepal.

Eric (2015) studied the effectiveness of government intervention in the SME sector in Brussels. The
study sampled 162 beneficiaries of government financial support to promote SMEs which represented
about 38% of total direct financial support to business enterprises in Brussels. It was observed that
government subsidies on SMEs contributed greatly to their performance, followed by loans and equity
capital provided by the government. Simona (2015) assessed the role government intervention inform
of subsidies in the growth of SMEs in less developed countries. The study found a positive correlation
between receipt of public subsidies and the innovative activities of SMEs in developing economies.

Aliyu (2013) studied the impact of government interventions on Small Scale enterprise in Mubi North
local government Area in Nigeria. The study observed that business operators had poor perception on
government interventions to promote small enterprises, at the same time very few small business
operators were aware and able to access the benefits of government interventions in the operation of
small enterprises. Atsu (2014) studied the role of Government in the development of MSMES in
Nigeria. The study revealed that there was a strong relationship between government interventions
measures such as improvement of infrastructure, capacity building and provision of financial support
on their development. Sambo (2016) studied the factors affecting youth entrepreneurship development
in Kibera sub County, Kenya. The study observed that the Kenyan government had put in place
policies and programs that facilitates access to credit by youth owned SMEs. The study recommended
a similar study to be conducted in other parts of the country.

Independent Variables Dependent Variable

Entrepreneurial Training
- Fmanclalmanagement skills

- Technical Skills

- Managenal Skills

Y

Government Policies
- Procedure of starting business
-Taxationlaws
-Permits and Licenses - Profitability
- Branches
- Number of Emplovees
Government funding - Sales revenue
- Youth enterpnse fund
- Umrze fund
- Women fund

Growth of MSMYEs

L

4

4

Marketing
- Access to market
- Marketing services
- Marketing skills

Conceptual Framework
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3. RESEARCH METHODOLOGY

The study employed a descriptive research design. The target population comprised of youth owned
MSMEs in Kisii County. The data available from the Ministry of Sports and Youth Kisii County
(2017) reveal that there are 1262 registered MSMEs which are currently receiving entrepreneurial
support from both the National government and Kisii county government. They access support from
the Youth enterprise development fund, Uwezo fund and the Women Enterprise Development Fund.
These youth enterprises are dispersed across the sub counties within the county. The population was
conveniently divided into sub counties where the sample was apportioned according to the number of
enterprises in each sub county. Using a sampling formula, a sample of 304 MSMEs were surveyed.

A structured questionnaire was used to collect data from the respondents and analyzed using SPSS.
A regression model was used to test for the hypotheses of the study as shown.

Y = Bot BiXy+ BoXot BsXst ByXy

Where,

Y = Growth of MSMES

B0 = constant (coefficient of intercept)

X1 = Government policy

X2 = Marketing

X3 = Access to Credit

X4 = Training and Development

4. FINDINGS
4.1. Response Rate

A response rate of 79% was obtained. This is where 240 respondents filled and gave back the
questionnaires for analysis within the stipulated time. This was considered adequate for analysis
where according to Young (2011), a response rate of between 50% and 80% is adequate for making
conclusions and recommendations in a study.

4.2. Descriptive Results
4.2.1.Entrepreneurial Training

The study sought to find out the effect of training on growth of youth owned micro, small and
medium enterprises. The findings revealed that majority of the respondents were of the view that
training offered by the government and other stakeholders was key to enabling them make critical
decisions and effectively run their enterprises into success. According to Goel and Rishi (2012), for
SMEs to alleviate and eliminate poverty, the entrepreneurs ought to be trained on managerial skills
and technical skills so as to effectively run their enterprises.

Tablel. Descriptive Results on Training

Statement Mean Std. Dev.
I have attended training previously on entrepreneurship or business related aspects 2.92 1.03
I have been trained on management skills to enable me run the business 2.46 1.15
I have the technical skills require to run my daily operations in the business 3.96 0.85
The training programmes by the government are accessible and effective 2.92 1.03

4.2.2.Government Policies

The study aimed at assessing the effect of government policies on growth of youth owned micro,
small and medium enterprises. The findings as shown in Table 2 revealed that the policies by the
government regarding MSMEs were not favourable to the enterprises and the youth entrepreneurs
were not involved in formulation of the policies. This implies that the views of the youths were not
adequately sought hence their consideration in the policies was minimal. De Mel, McKenzie and
Woodruff (2014) argue that the policing is a key factor in enhancing the growth of Small enterprises
in that they foster how well the operational effectiveness and regulations of the firms are aligned to
mainstream growth and development.
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Table2. Descriptive Results on Government Policies

Statement Mean | Std. Dev.
My opinions are sought when government policies affecting my enterprise are being | 2.99 1.06
formulated

I am aware of the recent policy requirements in operating the enterprise 2.61 1.12
The laws on taxation and revenue collection are favourable to my enterprises 3.30 0.98
The process for registration and licensing of new business is easy and effective 2.94 1.36

The laws regulating conduct of business by national government are consistent with | 2.31 1.18
those of the county government

4.2.3.Marketing

The third objective of the study was to establish the effect of marketing on growth of youth owned
micro, small and medium enterprises. The findings revealed that marketing was among the key
missing factor affecting growth of the youth enterprises and the government had done very little to
uphold marketing of the youth owned businesses’ products and/or services. Kimando, Njogu and
Kihoro (2012) contend that the marketing of the youth enterprises plays a significant role in
enhancing the performance and growth of youth enterprises.

Table3. Descriptive Results on Marketing

Statement Mean Std. Dev.
The government has created linkages with other organizations for marketing our | 2.77 0.97
products

The existing marketing infrastructure and network facilities supports our enterprises 2.91 0.97

The government has signed trade agreements with other countries to facilitate external | 3.04 0.94
markets for our goods and services

The government promotes access to market information for our enterprises 3.17 0.94

The government provides an opportunity for our enterprises to supply them with | 2.09 1.28
goods and services

4.2.4.Government Funding

The study sought to establish the effect of government funding on growth of youth owned micro,
small and medium enterprises. The results as shown in Table 4 revealed that the constraints in
acquiring credit among the youth due to lack of collaterals and lack of proper and clear mechanisms
of accessing the government funding affected the growth of youth owned enterprises. The findings are
in line with those by Issa and Kiruthu (2019) who found that despite funding being a key factor in
growth and performance of youth enterprises, many youth had limited access to the funding hence it
did not play the intended purpose. The government funding should be equitable and aligned towards
ensuring all the interested youth especially those with already running enterprises have a share so as
to steer growth of their enterprises.

Table4. Descriptive Results on Funding

Statement Mean | Std. Dev.
The government provides mechanisms to reduce constraints in acquiring credit 3.09 | 0.97
There are minimal collateral requirement in accessing credit 299 |0.98
Commercial banks have friendly requirements to fund youth enterprises 271 |1.01

The government provides convenient loan facilities for youth enterprises 2.38 | 1.41

The government has provided tax incentives, debt financing schemes for youth | 3.17 | 0.99
enterprises

5. CONCLUSION

From the findings, it can be clinched that the government entrepreneurial interventions are critical to
growth of youth owned micro, small and medium enterprises. The study however concludes that the
training on technical and managerial skills has not been effectively carried out thus affecting the
growth of youth enterprises. Moreover, the financing of the youth enterprises has been inadequate,
inaccessible and little awareness has been created on how to access the fund among the youth. The
study further concluded the policies on youth enterprises were not favourable and that the youth were
not consulted during formulation of the policies.
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RECOMMENDATIONS

The study recommends that the government ought to ensure the interventions on entrepreneurship are
youth-centred since these are the main critical in economic growth and make the biggest portion of
the unemployment rate. The training should encompass on managerial skills, technical skills and
strategic competence in order to steer the youth’s ability to start and run the businesses into success.
The government ought to create awareness on the available funding mechanisms and how to access
the funding while ensuring the youths are also able to access the funding from other sources such as
MFIs and commercial banks. The government should provide adequate marketing support to the
youth enterprises through infrastructure and availing information on how to access the available
markets for their products. When formulating policies that touch on the youth enterprises, the
government should involve the youth by seeking their views and considering them in the final
decision making.
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