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1. Introduction 

Small and Micro Enterprises (SMEs) play critical role in the development of the country. Numerous African countries have 

recognized the importance and contributions of small businesses more particularly in rural economic development in the 

promotion of sustainable growth, creation of employment opportunities and alleviation poverty. SMEs have a role to play in 

transforming regional economy towards sustainable economic growth and innovation in more wealth creation and meaningful 

value addition to the society (Brixiová & Kangoye, 2014). 

 

According to a study by (Abosedra et al., 2016) on Entrepreneurial Skills and Innovation Performance in Youth Enterprises in 

Kenya, entrepreneurial skills play a key role in determining the levels of innovation. Limited entrepreneurial skills existed due to 

inadequate training to the youths before they are funded. It is assumed that the youths possess basic skills in entrepreneurship yet 

very small elements of the soft skills were observed.A study conducted by (D. Moyi, 2013; E. D. Moyi, 2013) established further 

that in Africa, rural small and micro enterprises (RSMEs) have become a pillar for social and economic development given their 

involvement in income generation, creation of employment opportunities and more new wealth, active participant in infrastructure 

development, a source for creative entrepreneurial skills and manpower development and main stream in the supply of quality 

goods and services. The implication is that SMEs play a significant role in every economy especially rural area. Small and micro 
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enterprises are major employers in rural areas and generally generate more jobs than formal businesses in urban centres (Ayandibu 

& Houghton, 2017). However the environment upon which they operate, has not been supportive enough (Elsass, 1999). 

 

Although there is no universal definition of SMEs, there are two conceptually different approaches to SME promotion. One 

approach focuses on the role SMEs play in stabilizing society providing employment and income and thus special supports should 

be given from the viewpoint of the protection of the socially disadvantaged SMEs with respect to large entities. The other 

approach recognizes that SMEs are key players in economic development through strengthening of industrial structure, and 

promotes the development of SMEs that exhibit growth potential. In terms of assistance, the scale and character of the targeted 

SMEs will depend on which of these approaches is taken (Berisha & Shiroka Pula, 2015). 

 

The Micro and Small Enterprise (MSME) Act No.55 2012, define SME as micro if with 1-9 employees with an annual 

turnover of less than KES.500,000 and small if with 10-49 employees with annual turnover of between KES.500,000 and Ksh.5 

million. SMEs practicing craft entrepreneurship, refers to those enterprises comprising the workforce between 1 – 49 employees 

including enterprise owner managers (Bunyasi et al., 2014). 

2. Research Problem 

 

Small and Micro Enterprises (SMEs) play critical role in the development of the country. The success of SMEs depends on 

number of craft practices and the influence of institution and regulatory policies available (Chittithaworn et al., 2011). However 

the available craft practices for value creation require extensive resources and in most cases RSMEs find it difficult to adopt them. 

Majority of these businesses have failed to be innovative beyond their micro enterprise status (Eniola & Entebang, 2015). RSMEs 

have a low survival rate prompting to 60 per cent disappointments in execution inside the initial three years of operations. This 

poor execution has hampered SMEs capacity to add value by contributing meaningfully to respective GDPs and creation of more 

sustainable jobs  (Eniola & Entebang, 2015). Most entrepreneurship literature on  rural small and micro enterprises takes a limited 

view to development, productivity and employment opportunities but ignoring the aspect of value creation which can lead to 

multi-dimensional contributions in value creation (Rotich et al., 2015). In its rural setting, Tabaka sub-county has attracted various 

small craft businesses. Most notable ones are soapstone mining, brick making, bee keeping and fish farming. However, these 

business practices are in the verge of declining, leading to very high poverty levels, unemployment, and a slow social economic 

development in the region. Typically, RSMEs in Tabaka area have low entrepreneurial skills on creativity in knowledge and 

innovations as well as deficiencies in entrepreneurial competency in production management and business planning, which can 

assist in value creation. It is through value creation that the attrition of RSMEs in Tabaka sub-county can be avoided. RSMEs 

need affordable entrepreneurial business practices which could translate into high productivity, growth of business, quality 

improvements and more job creation to people  

3. Objectives of the Study 

 

The study was guided by the following specific objectives: 

i. To examine creativity levels on value creation of rural small and micro enterprises  

ii. To find out the effect of table banking on value creation of rural small and micro enterprises  

iii. To establish the influence of entrepreneurial competency on value creation of rural small and micro enterprises  

iv. To establish technology influence on value creation of rural small and micro enterprises 

v. To establish the effect of institutional and regulatory policies on creativity levels, table banking, entrepreneurial 

competency and technology influence on value creation of rural small and micro enterprises. 

 

4. Justification of the Study 

 

This study shall be beneficial to craft entrepreneurs in formulation of relevant and ideal strategies in the management of their 

firms in enhancing value creation so as to gain competitive advantage in the small micro enterprise sector. The study findings are 

expected to provoke the National and county governments in formulating policy insights aimed at empowering local SMEs since 

craft entrepreneurship is the source of creativity and innovation majorly in rural economic development. The study findings shall 

form a source of reference to future researchers/scholars interested in carrying out similar studies. 

 

5. Review of Literature 

 

5.1 Resource Based Theory 

 

Resource mobilization is an essential component in entrepreneurial value creation. Entrepreneurs normally mobilize resources 

from family, friends and colleagues. Entrepreneurial opportunities can be expressed as an entrepreneur’s special insight into the 

value of particular resources that new ventures may not possess (Omri & Boujelbene, 2015). Resource-based theory (RBT) is 

widely acknowledged as one of the most prominent and powerful theories for describing, explaining, and predicting 
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organizational relationship. Despites this, RBT’s focus is limiting because competitive advantage is not the only causal 

mechanism by which profit can be generated. There are three other mechanisms rivalry restraint, information asymmetry, and 

commitment timing that have been extensively studied as sources of profit (Wei & Ismail, 2008).  

 

Entrepreneurs’ knowledge is viewed as subjective because not only do different entrepreneurs produce different combinations 

of knowledge, but also these entrepreneurs interpret such new combinations in unique ways. Even when operating with the same 

resources, different individuals may generate entirely different services from these resources (Kor & Mahoney, 2004). Resources 

that might be important for entrepreneurs include: special information, leadership capabilities, education and experience (explicit 

and tacit knowledge) embodied in the entrepreneurs or their social networks, all of which may help to make their ventures difficult 

to imitate. 

 

Entrepreneurial energies and individuals’ ambitions lead to experimentation with new business activities. However, 

entrepreneurship involves more than willingness to take risks; effective entrepreneurship also includes intelligent searching for 

ways of avoiding unnecessary risks while still achieving a substantial positive rate of firm-level growth when opportunities are 

available (Kaur & Sharma, 2014). 

   

5.2 Conceptual Framework 

 

In this study, the independent variables are: creativity levels, table banking influence, entrepreneurial competency and 

technology levels. The moderating variable is institutional and regulatory policies and the dependent variable is value creation. 

The assumed variable relationship is shown in Figure 1. 
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Figure 1 Conceptual Framework 

 

5.3 Discussion of Variables 

 

5.3.1 Creativity Levels among RSMEs 
 

Creativity as practiced among rural small and micro enterprises are points of interest chiefly because of its contributions on 

employment, innovation and economic development, where stimulation of profitability and growth is of great benefit to 

entrepreneurial activities of value addition on knowledge, information and processes (Bogavac-Cvetković & Miličković, 2016). 

China, Brazil, India and other economies are more frequently referred to as economic giants; or super-powers in industrialization 

since they have much encouraged creativity and innovations among its rural SMEs (Bremer, 2010). What make these countries 

exciting is their fast-growing economy and their entrepreneurial mind-set in creativity and innovativeness in valuable production 
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of goods and services. In India, rural cottage industries is perhaps the second largest manpower employer after  agriculture, where 

small industries produce key machinery and garnishes for large industries particularly in the electronic and automotive sectors, 

thus increasing exports to other third world market (Makokha & Mutisya, 2016) . 

 

Creativity has enabled majority of entrepreneurs to be more proactive in pursuing craft business practices to enhance value in a 

fierce competitive market (McMullen & Shepherd, 2006). However, there is limited research done on creativity levels on value 

creation among rural small and micro enterprises especially in Tabaka sub county, Kisii County. The quandary is to embrace 

creativity levels among craft entrepreneurs on value creation in fostering economic growth within rural communities thus the 

essence of the study. 

 

5.3.2 Table Banking among RSMEs 
 

Table banking is a community–based activity associated with accumulation of savings which members can raise money and 

borrow in financing their businesses. Its ideas on savings and money lending is borrowed from the popular Grameen Bank of 

Bangladesh and the village savings and loans schemes of Zanzibar (Kariuki, 2014). However still, access to affordable credit by 

majority SMEs is a challenge particularly to entrepreneurs living in rural areas. The major challenge comes when financial 

institutions ask for some collaterals whenever rural small businesses seek for funds(Kariuki & Ngugi, 2014). 

 

According to (World Bank, 2015) about 70% of SMEs in developing economies lack access to affordable credit, making it 

almost impossible for SMEs to embrace value and survival in a competing environment. In these economies, table banking  has 

resulted in the formation of Savings and Credits Cooperatives (SACCOs) which is now a body mandated to receive membership 

contributions(Shares), and lend them out to members on a subsided interest rate (Kariuki & Ngugi, 2014). In Kenya, Table 

banking was introduced by a Non-Governmental Organization (NGO), the Action Aid International but its development was done 

by Poverty Eradication Commission of Kenya (PEC) majorly to alleviate poverty among the poor and especially owners of small 

businesses by first piloting both at Bondo and Gatanga constituencies  (Ollotu, 2017). Through own savings, there are enough 

capital accumulated to support growth of own businesses and help in improving household standards.  

 

Table banking as a source of business financing has become very popular in financing SMEs particularly in the rural areas. 

However still, table banking among rural enterprises lacks incapacity building, technology transfer, transparency among 

membership, lack of proper enforcement of rules and regulations on table banking and market linkages which could see them 

mature to cooperative societies. Table banking  practice is faced with very many challenges including high rate of defaulters and 

mismanagement of borrowed money (Ahmad, 2016).It is against this backdrop that this research seeks to examine table banking 

practices on value creation among rural micro and small enterprises in Tabaka sub county, Kisii County. 

 

5.3.3 Entrepreneurial Competency among RSMEs 
 

Entrepreneurial competence is the principle means by which a firm creates product differentiation in promoting value creation 

in a competitive and uncertainty environment. This includes entrepreneurial traits, motives, self-image, attitude, behavior, skills, 

and knowledge Basically to a small business owner, entrepreneurial competency is the acquaintance, skill and ability and 

networking in creating products and services in a competitive environment (Sarwoko et al., 2013). Most studies have revealed 

management deficiencies among small businesses such as poor planning, inadequate delegation of roles and responsibilities, poor 

market networking and lack of functional expertise in the business. Growth of SMEs is majorly depended on entrepreneurial 

competencies however; most small businesses boast a higher failure rate compared to large firms due to entrepreneurial 

management deficiencies(Sánchez-Medina et al., 2014) 

 

5.3.4 Institutional and Regulatory Policies 
 

The importance of entrepreneurship development in several economies globally cannot be overemphasized; as such majority 

of countries worldwide have established programmes to support entrepreneurship within their communities(Obaji & Olugu, 2014). 

It’s evident that several attempts have been tried to formulate policies to support Kenya’s SMEs; however, these policies are 

national oriented with very limited focus in addressing SMEs per county perspective. One of such commitment is the enactment of 

Micro and Small Enterprise Act 2012 (MSE Act 2012). The Small and Micro Sector (SME) is more often referred to as the 

informal sector where it’s generally assumed to comprise of heterogeneous economic activities. One major characteristic of this 

sector is that it constitutes economic activities by the people and that respective governments have little role over them (Rotich et 

al., 2015).The main role of the Act is to promote business growth in form of access to markets, resolving disputes quickly, access 

to credit facilities and technical skills. MSEs require a regulatory body to ensure fairness in the business environment so that 

market interests are publicly regulated instead of representing only those that have vested interests. Private interests do not favour 

the growth of SMEs but the provision of the MSE Act 2012 stipulate the public interest for most of the firms. However, most 

small enterprises are informally constituted, and this makes them miss out on many opportunities that require formal registration 

and operational processes.  
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Literature on Institutional and Regulatory Policies on SMEs in value creation continues to be a niche spot and often seen as a 

secondary research by scholars (Mamman et al., 2015). It is thus imperative to appraise the regulatory and institutional framework 

for SMEs given the existing devolved government system in Kenya. It is against this background that this study was undertaken to 

assess the regulatory and institutional framework in the SMEs subsector vis-à-vis the emerging devolved governance system in 

Kenya. 

 

5.3.5 Value Creation among RSMEs 
 

Generally, it is through value creation that the attrition of RSMEs can be avoided. In order to succeed, RSMEs need 

affordable, easy to use, effective, and efficient tools for value creation in order to continue being in business. It is on this basis that 

a number of studies have been done on aspects of value creation among RSMEs. A study done by (Hammann et al., 2009)focused 

on the use of socially responsible business practices towards creating value among SMEs in Germany. From a research model 

elaborating the relationship between SME executive’s social responsibility and value creation of a firm, the researchers 

established a significant impact of the former on the latter. This implies that with extensive social responsibility amongst 

executives, SMEs are able to achieve desired levels of value creation. However, the study concentrated mainly on the conduct of 

the executives and not the SMEs in general. This means that such findings when used for SMEs may not give an accurate 

implication. Furthermore, the study was mainly quantitative in nature. The implication is that it prevented respondents from airing 

their views, perceptions, and even feelings on socially responsible business practices. It is also important to note that the SMEs 

studied were past their start-up stages of their life cycles. With these findings, it may be inaccurate to generalize for rural SMEs 

especially those in start-up stages of life cycle. As a result, the proposed study seeks to concentrate on rural SMEs irrespective of 

their stages of life cycle while adopting a mixed research approach, which will allow for both quantitative and qualitative data and 

analysis.  

 

In another study by (Ngugi et al., 2010) examining the relational capabilities that SMEs develop with their suppliers with a 

view of establishing value and innovation, adopted an in-depth case studies of such firms in the UK organic food industry. The 

researchers found out that it is possible for SMEs that adopt a set of relational capabilities to achieve desired values and 

innovation. This implies that relational capabilities can be adopted by firms to achieve value. However, the study focused on high-

level relational capabilities, which may not be accessible to RSMEs. In addition, the study employed a small number of case 

studies, which make the findings to be difficult to generalize especially with regards to validity and reliability. Consequently, 

there is need for more studies that focus on cheaper, easier, and more efficient tools for value creation that can be adopted by any 

SMEs even in rural areas. It is in this regard that the proposed study seeks to establish a model examining the relationship between 

craft entrepreneurship practices and value creation among RSMEs in Tabaka sub county, Kisii, Kenya.  

 

Small and Micro Enterprises (SMEs) worldwide are a means influencing socio and industrial developments of respective 

economies. They are efficient in the discovery of business opportunity, creation of new industries and are leading from the front in 

income generation particularly to low income groups that can boost in the eradication of extreme poverty and unemployment 

(Mahembe, 2011). 

 

Traditionally, SME sector has remained relevant in rural economic development as widely witnessed in infrastructure 

development, income and wealth creation, generation of new job opportunities and overall economy growth. In the Kenyan 

perspective, the SME sector plays a crucial role in socio economic and industrial development small businesses are an important 

part of industrial structure of many countries (Mutiso et al., 2016)These businesses are valued as major providers in economic and 

industrial development, promoters for creativity and innovation in new product design and processes, creators for wealth, a 

gateway to job markets,  most trusted source for entrepreneurial skills and manpower development and a linkage with large firms 

in the provision and supply of quality goods and services ((Saxena & Jagota, 2015);(Blanchard, 2017)). However, the structure 

and nature of SMEs can sometimes be a challenge when trying to reach full productive potential as most of them collapse in their 

early stages of growth due to lack of creativity and innovativeness, insufficient start-up capital, insufficient entrepreneurial skills, 

education levels and experience  It’s necessary to conduct a study to establish the extent to which craft entrepreneurship can 

enhance value creation in productivity among rural and micro enterprises with a more emphasis of SMEs Tabaka sub county, Kisii 

County. 

 

6. Research Methodology 

 

This study used a cross-sectional concurrent triangulation mixed research design for collecting, analysing, and combining both 

quantitative and qualitative data. The cross-sectional aspect of the study involved an in-depth use of the questionnaire, interview 

schedules and direct observation in accessing relevant information from the study respondents (Creswell & Zhang, 2009). 

According to Ministry of Trade in Kisii County, there are 100 registered small and micro enterprises (Mot et al., 2018). Of 

interest, were SMEs practicing the following crafts:  Soapstone mining, bee keeping, fish farming and Brick making. To 

determine the sample size, the Yamane (1967) formula was used. A sample size of 80 was obtained for the study. 
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A combination of descriptive and inferential statistical analyses was conducted using SPSS version 24.0. Descriptive statistical 

analysis was done using frequencies and percentages while the inferential statistical analysis involved using Pearson correlation 

and regression analysis. Correlation between the various variables will be determined using Pearson correlation coefficient. Chi- 

Square test was used to determine if there is a significant relationship between the dependent and the independent variables p- 

value<0.05 was considered significant. The Cronbach’s alpha for the contributions of value creation on rural small and micro 

enterprises is 0.7368 which suggests that the value creation scale has relatively high internal consistency. 

 

7. Research Findings and Discussion 

 

7.1. Effects of Creativity levels on Value Creation among Rural Small and Micro Enterprises 

 

Out of the 22 respondents who agreed that creativity level led to quality output of products and processes 18(81.8%) recorded 

high value creation. A total of 35(83.3%) from the 42 respondents who agreed that creativity level led to knowledge among small 

and micro enterprises recorded high value. Among the 48 respondents who agreed that creativity level led to new innovations on 

value enriched products 37(77.1%) recorded high value creation. A vast number 34(85%) of the 40 who agreed that creativity 

levels led to development of new skills and disciplines reported high value creation. Only 43 of the respondents agreed that 

creativity levels helped in converting every household into self-sustainable form and among them 35(81.4%) recorded high value 

creation. A total of 51 respondents agreed that creativity levels led to development and diversification of the existing industries 

and among them 40(78.4%) reported high value creation. However, these factors were not statistically significant with p-

value>0.05. 

 

7.2 Effects of Table banking on the Value Creation among Rural Small and Micro Enterprises 

 

A total of 22 respondents agreed that table banking led to quality output of products and processes and among them 18(81.8%) 

recorded high value creation,42 agreed on the notion that table banking provides knowledge among small and micro enterprises 

and among them 35(83.3%) reported high value creation. Of the48 respondents who agreed that table banking contributes to new 

innovations on value enriched products,37(77.1%) recorded high value creation.34/40(85%) of those who agreed that table 

banking leads to development of new skills and disciplines recorded high value creation. Of the 43 who agreed that table banking 

contributes in converting every household into self-sustainable form,35(81.4%) reported high value creations. 

Finally,40/51(78.4%) of those who agreed that table banking lead to development and diversification of the existing industries 

recorded high value creation. However, these results from chi-square test were not statistically significant indicating that there was 

no association between these factors and value creation level. 

 

7.3 The Influence of Entrepreneurial Competency on Value Creation among Rural Small and Micro Enterprises 

 

The results showed that entrepreneurial own competency had a significant relationship with value creation with the 

respondents reporting that entrepreneurial own competency has led to trust in the source for capital enhancing value creation 

(p<0.0001) and has also enhanced registration of credit societies leading to high value creation(p=0.008).A total of 13(100%) who 

recorded that high value creation also agreed that entrepreneurial own competency has led to trust in the source for capital 

enhancing value creation.20(90.9%) of the respondents who recorded high value creation also agreed that entrepreneurial own has 

enhanced registration of credit societies. 

 

7.4 Influence of Technology on Value Creation among Rural Small and Micro Enterprises 

 

The results overwhelmingly show that technology led to proper networking with the suppliers with 58 respondents agreeing to 

the notion and among them 52(89.7%) reported high value creation. A p=0.002 indicated strong association. Nevertheless 

47/54(87%) of agreed that technology help in management of difficult business moments stated high value creation, and with 

p=0.034 which shows great association with value creation. 

 

7.5 Institutional and Regulatory Policies on Rural Small and Micro Enterprises against Value Creation 

 

Out of 16 respondents who agreed that institutional and regulatory policies on creativity levels led to quality improvements 

15(93.8%) reported high value creation. Of the 16 who agreed that institutional regulatory policies on creativity levels led 

Increased product development,14(87.5%) recorded high value creation,7(100%) of those who agree that these policies led to 

development of new Skills recorded high value creation,13(86.7%) of the 15 respondents who agreed that these policies helped 

employment seekers get jobs reported high value of creation and finally out of the 8 who agreed that these policies led to reduced 

time taken for production 7(87.5%) recorded high value creation. However, these results were not statistically significant with p-

values>0.05. 
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Out of the 63 respondents who agreed that there are available institutional and regulatory policies, 52(82.5%) recorded high on 

value creation while only 11(17.5%) recorded low on the same. On the same, 52(82.5%) that recorded high value creation also 

agreed that institutional and regulatory policies on craftsmanship has led to value creation. However, these results are not 

statistically significant with p=0.754 that is p>0.05.The variable Institutional and Regulatory Policies on rural small and micro 

enterprises is ideal and creation of employment was found statistically significant with p<0.0001 .49(90.7%) of the respondents 

who reported high value creation also agreed that institutional and regulatory polices is ideal and clear on employment. 

 

Institutional and regulatory policies on rural small and micro enterprises difficulties in running the business on value creation 

for example firm registration, license for start of business, regulations on employment, health and safety regulations, tax 

regulations, environmental regulations were found not statistically significant with p-values>0.05. 

 

7.6 Institutional and Regulatory Policies on Rural Small and Micro Enterprises Success in Running the Business on Value 

Creation. 

 

Experimenting different ways of running a business and taking a risk of new business venture were found to be statistically 

significant with p<0.001 and p=0.004 respectively. Of the total respondents 39(88.6%) thinks that it is important to experiment 

different ways of running a business if a new way fails and 35(92.1%) thinks that it is important to take a risk of a new business 

venture 

 

8. Conclusions  

 

The purpose of this study is to determine whether there is a relationship between value creation among rural small and micro 

enterprises (RSMEs) against craft entrepreneurship practices within Tabaka. Technology, entrepreneurial competency, 

institutional and regulatory policies showed a positive relationship on the moderating effects of value creation by recording high 

significance while Table banking and creativity levels had no influence on the moderating effects of value creation. Rural SMEs 

should be taught so that they can enhance creativity and table technology in their practices towards value creation since it is aimed 

to give them a competitive edge. 

 

Majority of the rural SMEs rely on funds from table banking institutions to finance their businesses and to keep them moving. 

They overwhelmingly agreed that technology enhances proper networking with the supplier. Table banking and creativity levels 

had no influence on value creation as respondents argued that craft entrepreneurship does not require any set of unique skills for 

implementation, they further reported that table banking is not in any way a determinant to entrepreneurial success and value 

creation. 
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