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Abstract
The role of attitudes of the entrepreneurs towandng, investment and borrowing to invest is an antgnt
factor in economic development. This study examihed attitude influences the amount and form ofdfun
saved, borrowed and invested by Micro and Smallrdpnises (MSEs) in Kenya. It also examined the
instruments used for saving, the sources of finamehow these combine to influence the capitalimctation
process and poverty alleviation efforts. A survéM&Es in Ongata Rongai Township showed that aktisuof
MSEs influenced their saving, investing and borraywbehavior. This relationship is positive and gigant.
The MSEs prefer saving with banks but not Microfica Institutions (MFIs) and other traditional instrents.
The MSEs have a positive attitude toward saving;dwiang and investment. However, they are noncoainio
borrowing from the formal financial system. Thoskoaborrow prefer banks to MFIs. This is attributedthe
high interest rates, long procedures for obtainoans, and the rent seeking behaviour of someeasffiof the
MFIs. The MSEs rely mainly on their savings as arse of finance for investment. Reliance on intefimance
means that MSEs must first accumulate savings eeafamesting. Since the amounts saved by most M$&s a
small and credit is limited, the amount invested #me returns on investment are also small. Thasctpital
accumulation process is long and arduous. Thisdcpattly explain why we seem to be loosing the against
poverty in Kenya. Therefore any form of interventi alleviate poverty through microfinance musiaesly
consider the attitudes and intentions of thosedgtrgeted.
Keywords: Attitudes, Micro and Small Entreprises, Intentiorfsaving, Investment, Borrowing, Capital
Accumulation, Theory of Reasoned Action, Theoryt#nned Behavior, Subjective Norms, Beliefs, Sigaift
Others, Intention.

1. Introduction

Economists consider the attitude of entrepreneussitd risks and risk-taking as one of the importaetors
that influence the rate of economic growth and tepraent in any economy. (Smith, 1776; Weber, 1958;
Banfield, 1958; Landes, 1998; Tabellini, 2003; Ch2@04; Guiso, Sapienza and Zingales, 2004; CRORY;).
For example Kaldor (1934) argued that the transébion of the traditional structures of productiog b
entrepreneurs who seek risks and profit is cruci@conomic development. Furthermore, he contetiadthe
emergence of a class of entrepreneurs is the profisocial factors and cannot be attributed to @gynomic or
technical factors.

Attitude is defined as a psychological tendencyt theexpressed by evaluating a particular entitthveiome
degree of favour or disfavor (Eagly and Chaiker83)9 An attitude has the cognitive, affective amdhdovioral
components. This view of attitudes has a directaichpn the way people who hold them behave towaediic
attitude objects. For instance, MSEs with positititudes toward credit will tend to borrow moreuththose
with negative attitudes towards debt. This studgneixed the role of the entrepreneur’s attitudethéncapital
accumulation process. Attitudes would influenceirsgvborrowing and investment. When MSEs rely sotat
their savings to finance investments it takes g liime to accumulate appreciable amounts of capitaivever,
by borrowing funds from credit institutions, MSEancquickly accumulate capital. This is because ttey
improve their incomes and wealth through undergh@rger and more viable investments. Consequetiiiy,
reduces the incidence of poverty in the society.

The objective of this study is to inquire into thtitudes of MSEs toward saving, borrowing and stieent and
how this affects the capital accumulation proc&sveral studies have examined the factors tharrdete
saving and investment yet the role of attitudesehaet been explored. The study also examinedahasf of
saving used by MSEs. Knowledge of the instrumen¢fepred for saving, borrowing and investment hédips
improve policy making as well methods of interventin this sector.

This paper is organized as follows. Section lisitti@duction, which presents the role of savinyeistment,
and credit in the capital accumulation process.ti@e@ discusses the underlying theory on the irhmdc
attitudes on behaviors. In section 3 the researtmadology is presented. The results of the stueydascussed
in section 4 while section 5 provides the conclosiand section six discusses policy implications.
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1.1 Saving, Investment and Economic Growth

Poverty can be alleviated through improved income @ccumulation of capital (Nayaran & Petesch, 2007s

a stylized fact that the poor do not have accessedit from the formal financial institutions attds is one of
the major obstacles to escaping from poverty (Naya Petesch, 2007). The alternative financing cesiare
informal (Ouma, 1990). The amounts that can bedvad are limited and / or the interest rates cléage very
high and prohibitive to the potential borrowersefidfore, most MSEs usually rely on their own liditeeans

to survive and grow. Through saving over extendedogd MSEs accumulate enough capital to inveshairt
small ventures.

Many economists have examined the factors thatméte savings. For instance, Ando and Modigliar8ig3)
argued that savings depend on lifetime income, tveshd returns on savings. Torado (1990) asseatstlie
level of dependence among a population affectngaviThere is a consensus among economists thégvisle
and rate of saving in a nation depends on five aemnomic policies. These are the credit and moneta
policies, fiscal policy, trade policy and exchamgte policy.

In addition to saving, MSEs must invest in ordee#on profit. This surplus can be used to increaggtal and
improve welfare. Investment involves sacrificescafrent consumption to achieve a high output létan it
would otherwise be possible. Consequently a lovell®f income and wealth will constraint investmehhe
level of investment plays a dual role: it affectsame in the short-run and capital accumulatiathélong run.

The determinants of investment are income, expgeottand the entrepreneurs’ confidence in the éutlihe
expectations about the performance of the econardyttee policies of the government influence how mudl

be invested and where. For instance, in 2003, whisrstudy was done, MSEs were expected to payotaxe
government. Many of the MSEs that were interviewede apprehensive and were contemplating switctting
other ventures beyond the reach of the Kenya RevAnthority.

The traditional instruments for saving include kegpcash in the house or granary, investing inslivek,
purchasing farm tools and equipment (Ouma, 1990)lay several financial assets exist through whohings
can be accumulated. These include fixed depositumts, savings accounts, mobile phone money acgount
treasury bills, stocks, property and debenturedtifibose, 2001). The MSEs also save through merfsegads,
and rotating savings and credit Societies (ROSCHsgrefore, this study inquired into the attituttesards and
the popularity of these forms of saving given theemt developments in the financial Sector in Kenya

1.2 The Role of Credit in Economic Growth and Develpment

McKinnon (1973) in his seminal work entitled Monagd Capital in Economic Development strongly argued
that reliance on self-finance retarded economiavfio Under self-finance, the investor must first@nulate
capital before undertaking any investment. He cuhee that given low savings in developing Counttlds
process is necessarily long. The role of credit ldidae to reduce the entrepreneur’s over-reliancénternal
finance and therefore increase the size of projantdertaken and the volume of investment in theneoty. An
increase in investment working through the muldiplhcreases income, output and economic growth.

The main problem facing MSEs in developing cousttims been the limited access to credit. This leas b
attributed to a number of factors like lack of atdiral, high-risk profile of MSEs, an oligopolisbanking sector
and generally bias by commercial banks againsit8&s. However, with increasing competition in ttaanking
sector many financial institutions have began todléo MSEs. But many MSEs still complain about
experiencing problems in obtaining loans for bussnexpansion.

What has limited MSEs access to formal credit mafkdn order to inquire into this question thisdstu
examined the attitude of MSEs toward borrowing. édtistudies done in this area have not considered
entrepreneur’s attitudes. Yet as correctly argue&thumpeter (1934), Weber (1958), Boeke and atligissis

an important determinant of risk-taking and prafigking. In particular this study answered the follty
guestions: How does the MSEs attitudes influeneefthm and amount saved? How does the MSEs attitude
affect the choice and amount of investment? Wh#tésattitude of MSEs towards borrowing from thenrial
financial system? What factors determine the fonch@mount borrowed?

2. The Impact of Attitudes on Entrepreneurial Behavor

The relationship between attitudes and behaviopigroversial. The bone of contention is on thé& letween
attitudes and behavior. Obviously, many factorsimge on an individual’s behavior and attitude idyoone
among them. Thus observing high correlations betvegttudes and behavior may not be reliable evidehat
indeed attitudes determine behavior. Thereforeretta@e some scholars who argue that attitudeseindie
individual behavior yet there are others who disegr

One of the earliest empirical evidence againstrangt relation between attitudes and behavior wass tu
Blumer (1955). He criticized the definition of théitude concept and the underlying assumption dttéttides
influence behavior. Subsequent studies by Deuts¢h@66, 1973) provide a comprehensive critique and
evidence against the relationship between attitadeisbehavior.

Wicker (1969) provided more evidence in a surveticlar on the low relationship between attitudes and
behaviors. Providing evidence of low correlatioesween attitudes and behaviors from 42 empiricadiss he
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argued that there is scant evidence to suppostighve that individuals have stable, enduring attsithat impact
on their behaviors. With the benefit of hindsigimeocan rationalize these findings as reflectiorthef hostile
environment in social psychology prevailing in #850s, 1960s and 1970s. These periods were chazadiby
studies that demonstrated that it is behavior itifaidenced attitude and any other opposing view segerely
criticized.

Those researchers who argue that attitudes affstavior have pointed out the rather superficiallysis of
those studies opposed to this view (Eagly & Chaiké393). They pointed out that a lot of evidencdusdd
relied solely on laboratory experiments. Littleey data had been used by such studies. The firdies to
provide evidence for a positive relationship betwatitude and behavior were by Kelman (1974) actiuian
and Johnson (1976). Utilizing survey data they adgthat there is a pattern of positive and modiraiasitive
relationship between attitudes and behavior. Thiferdinces in the findings between laboratory stsiciad
survey researches have been largely attributdgetaanstraining and artificial laboratory enviromm@Kelman,
1974, Snyder & Ickes, 1985). However, beyond th#ines of the laboratory the wider context withihiah the
study is conducted can influence the impact offthgings of the relationship between attitudes aetiavior
(Campbell, 1963).

Subsequent studies of the relationship betweetudd and behaviors have demonstrated that thelations
produced are easily ascribed to the methods, tudsthe researcher’s control of the study. Thisndeed, the
case because each study utilizing different methoelsled different results. Moreover correlationstvieen
these two variables do not imply causation (Eagigtéaiken, 1993).

There is now a consensus that there are direcindit@ct determinants of entrepreneurial behavidmnong the
indirect determinants are personal traits and tmatjraphics of the MSEs. The most direct deterninén
behaviour are intentions. The intentions are infbesl by the attitudes towards the behaviour, tligestive
norm and perceived behavioural control.

In order to establish causal links between attitugled behaviors two major theories have been pwiafal: the
Theory of Reasoned Action (TRA) and the Theory &dnRed Behavior (TPB). These theories are briefly
reviewed below.

2.1 The Theory of Reasoned Action

Fishbein and Ajzen (Fishbein, 1967; Fishbein & Ajz&975) developed the theory of reasoned actibhis
theory convincingly provides the intervening vatésband processes in the relationship betweemdstt and
behavior. Fishbein and Ajzen argue that individo@havior is influenced by ones intentions to engagihe
said behavior. Intentions refer to an individuadlecisions to act in a particular way. The attitudésan
individual influence his intentions and thereby &ebr.

Fishbein focused on volitional or voluntary behasidlhis is indeed important because other typdsebfvior
may be subject to external influences. Also Fishb@imed at excluding impulsive behaviors and habitu
actions. He also confined himself to attitudes talMaehavior rather that toward some target. Heeatghat an
individual's intentions are also influenced by hssgnificant others. Therefore, Fishbein’s model is
mathematically represented as shown below.

I=bA+cU+eg ()

Wherel represents an individual’'s intentiosrepresents the attitude toward the behaviorallhcgpresents
beliefs about significant others approval to engagée said behavior (the subjective norm), b aade specific
weights assigned to the respective variables. Whitea random error term.

According to Fishbein an individual's behaviorakintions are determined by the individual’'s behelibeliefs
(F). The behavioral beliefs represent the expectetsequences of acting in a particular way. Theestike
norms (U) are determined by the normative belidfs The normative beliefs represent the perceptafnhe
significant others preferences about what consstuhe appropriate behavior by the individual. @ethe
behavioral intentions and normative beliefs areslp related suggesting possible problems of nooliirearity
when any attempt is made to estimate the strengthfe relationships in the model. Any other valéab
excluded from the model above is considered toXtermal and lacking a direct influence on the rielahip
between attitude and behaviour.

Therefore, the theory of by reasoned action carsumamarized by stating that an individual’'s behavgr
determined by intentions to engage in a particbleinavior. The individual’'s intention is determinby the
attitude the individual has toward the behavior #rasubjective norm. The individual's attitudedestermined
by behavioral beliefs and evaluation of expectatsequences. The subjective norm is determined byatose
beliefs and the urge to be in agreement with IgeiBcant others.

Empirical evidence from studies applying the TRAd®lp when the theory is correctly operationalizeghort a
lot of success. For example the TRA has been ssittlgsapplied to predict behavior from attitud@sahurch
attendance (King, 1975), eating at fast-food restats (Brinberg and Durand, 1983), attending aniigi course
(Fishbein & Stasson, 1990) and purchasing variomsemer goods (Brinberg and Cummings, 1983). Iree@am
analytic study of research on TRA van de Putte {)98ports a mean of 0.68 fof Ror predicting intention
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from attitude and subjective norm. The value férRs 0.62 for predicting behavior from intentiomeTmean
correlation between attitude and behavioral beligés 0.53. The correlation between subjective narrd
normative beliefs was 0.53. Moreover the relatigmdtetween intention and attitude was stronger tthen
relation between intention and subjective norm. Ttve correlation between the relevant variablethm above
studies could be attributed to the involuntary ratof the behavior investigated. As already stabedTRA is
only relevant where behavior under investigationakuntary.

Several criticisms have been leveled against theomed action theory. First, some scholars havstigned the
assumption that the theory can explain the immediauses of behavior, and therefore other detentsinat
behavior are of limited use (Schartz & Tessler, 2t9Triandis, 1980; Granberg & Holmberg, 1990; Ajz&n
Driver, 1991; 1992). These scholars argue thatettae other determinants of an individual’'s int@mtin
addition to attitude toward behavior and the subjecnorm. For example an individual’s moral obtigas
(Schartz & Tessler, 1972), self-identity (Granbé&dolrnberg, 1990), habit (Triandis, 1980) an irdival’s
affective and cognitive reactions to attitude otgefAjzen and Driver, 1991; 1992). Including thesther
variables has increased the predictive power offfRAmodel. The behavioral history of an individ@dso has
been demonstrated to influence an individual’'s entribehavior (Bentler & Speckart, 1979). Second, TRA
cannot predict behaviors that require resourceppmpnities, cooperation, and skills of others Kais1984).
Such behaviors are excluded from the TRA. Howelehbein and Ajzen argued that their theory is gahe
applicable to many behaviors of interest to redesmnc They also argued that their theory is applecao
predicting a specific behavior but not a seriesa that are intricately connected, or aimed hieatng a set
goal. Thirdly, Liska (1984) points out that the sal direction between the relevant variable is not
unidirectional; a feedback relationship has beematestrated by a number of studies (Andrews & Kandel
Bentler & Speckart, 1981). Lastly, researchers tase questioned the impact of attitudes on behakiough
their influence on intentions only. Several studiese uncovered a direct relationship betweenud#i and
behavior (Bentler & Speckart, 1979). These critigdsof the TRA led to the development of the Theofy
Planned Behavior (TPB) (Ajzen, 1988; 1991) discddsslow.

2.2 Theory of Planned Behavior

In order to improve upon the TRA Ajzen (1985) depald the theory of planned action in which he
incorporated non-volitional behaviors. He arguedt timdividual's behavior could be viewed as a goalan
outcome. The extent to which an individual’'s intens to act in a specific way can be executed tierdéned by
the amount of control one wields over one’s behavd@cording to the TPB an individual’'s behavicgdion a
continuum of behaviors ranging from those that lbareasily done at one extreme to those that afieuiifto
execute at the other extreme. The most challerigggviors to execute are those requiring the skélsources,
opportunities and cooperation of others (Ajzen,1)99

Therefore in the theory of planned behavior theviddal's perceived control over the behavior toebecuted
is included as one of the predictors in the modwed Ihdividual's perception of being in control urth depends
on the control beliefs, which are the beliefs abitt probability that one has what it takes to quenf the
intended behavior or achieve the set goal (Ajz&31) Therefore, perceived control affects behawiaat least
two ways: First, through its influence on the inten to perform the behavior concerned and secttmdugh its
direct impact on behavior concerned (Ajzen, 19%h)s implies that people engage in those behatimyg have
confidence to perform successfully and have comtvel.

To what extend can one say that he/she is in doottr@ specific behavior? Ajzen (1991) argued ih& actual
control that is most relevant to the TPB. By act@htrol he meant a situation where an individuzdses the
requisite skills and resources to perform a pdgdicact and there are abundant opportunities tealoSince
perceptions can be inaccurate or wrong, Ajzen cai#tdhat perceived control could only act as a yriax
actual control (Ajzen, 1991). This has opened @TRB to criticism that beliefs about personal oantan be
biased by normal tendencies of individuals to exagig their sense of personal control over sommtsin
directly touching their egos (Langer, 1975). Furtifgzen (1985) argues that perceived control canfllience
behavior through the psychological effect leadmgn increased effort by an individual to perforspacific act
or achieve a particular goal. The planned behahieory can be algebraically represented as follows:
I=bA+cU+dP +¢ (2

WhereP represents the perceived behavioral control ofiidevidual to perform the act ardlis its coefficient
Empirical studies of the TPB have provided différegsults. Ajzen (1991) surveys 12 studies dontesb the
validity of the TPB in predicting different type$ behavior including voting choice, shoplifting aetection
participation. The results show that the multipterelation coefficients predicting behavior fronteintions and
perceived control ranged from 0.20 to 0.78. Whera@able for behavioral control was added to thedehs,
predictions improved significantly. However, intiems accounted for a large proportion of the valiighbin
behavior compared to perceived control in most isgidAjzen, 1991). There was an improvement in the
prediction of intentions when attitudes toward hétig perceived control and subjective norms weseduas
predictors. The average value forwas 0.71
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The planned behavior theory has been criticizedseweral grounds (Eagly and Chaiken, 1993). First,
individuals’ perception of control over their bef@vor situation can be biased. Secondly, the daakssin from
perceived behavior control to intention and finatlyaction has been questioned. It implies thatelgdraving a
perception of control over some behavior will caase to act on it. This is not correct especialithwespect to
negative behaviors. Thirdly, the conceptual framéwof the TPB has been found wanting. By merely
introducing one more variable, the perceived bedraVvicontrol, it cannot lay claim to pride of plaamong
other comprehensive theories of human behavioitht,abe TPB fails to delineate the processes thhowhich
individuals formulate and implement their plans.

To summarize, available empirical evidence, thosgant, indicates that including perceived controlthe
reasoned action theory model generally improvediption especially where behavior requires skiksources,
opportunities and cooperation of other people tcate them. Therefore, this study applies the T&°&mnamine
the impact of attitude toward saving, borrowing &mgestment on the capital accumulation by MSEs.

2.3 A Critique of the Theories of Intention

There is need to apply a coherent and robust ttieardramework in order to understand entrepreiaéur
intentions of MSEs. Many theories of intentionssexi the literature but it has now become necgdsairy and
integrate them so as to reduce the number of aligmintention theories (Shook et al., 2003). rérere several
intentions theories in the literature. The most own ones are Bird's (1988) theory which was enhdrine
Boyd & Vozikis (1994), the Shapero theory (Shapé&dSokol, 1982), Ajzen’s theory (1988, 1991) and
Davidsson’s (1995) theory.

There are two dominant intention theories in therditure (Shook et al, 2003, Fayolle et al., 2006 Gelderen
et al., 2008) that have become popular from thedD’'BOAutio et al, 2001). These theories are Ajzeheory of
planned behaviour (TPB), and Shapero’s theory & #mtrepreneurial event. Shapero’s theory derives
entrepreneurial intention from perceived desirabiliperceived feasibility and the propensity to agon
opportunities. There are similarities between thegetheories. The two constructs of Shapero thgueyceived
desirability and perceived feasibility, are no diéint from the theory of planned behaviour’'s adétuoward
behaviour and perceived behavioural control (Aeti@l., 2001). The main difference between the thvewmries
of intention is that Ajzen applies the subjectiverm instead of Shapero’s propensity to act. Bo#oties
provide an insight into the process of entrepreiaktormation and growth (Krueger et al, 2000).

Shapero’s theory focuses mainly on new firm forpratiather than the adoption of the entreprenebahbviour

in general. It is also considered as an applicatbmijzen’s theory (Fayolle et al.,, 2006). Howevéhne
theoretical specification of TPB is more detailed @onsistent than the Shapero theory (Gelderah 2008).

In this study the theory of reasoned action andthieery of planned behaviour are applied, so aggb how
attitudes toward saving, borrowing and investmefiuénce the capital accumulation process and tweny
alleviation efforts in Kenya. TPB has been sevgralpplied and tested thereby providing a valid aede
framework. It has been applied to almost all vaduptbehaviours. The results obtained have beendfoun
satisfactory in many different fields (Ajzen, 2001)

2.4 The Conceptual Model and Research Hypotheses

The relationships between attitudes and behaviee baen discussed above. It is sufficient to nete lthat the
individual's behavior to save, borrow and investrteest can be subject to the availability of reses and the
cooperation of others to execute the desired iienThese behaviours are only possible with prgy&nning.
Therefore, the models based on the TPB were emplimytest the relationships between these variables
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Figure 1. Conceptual Framework

Specifically, the following hypotheses were tested.

The Impact of Entrepreneurial Attitude on Entrepreneurial Intention

Ha: There is no relationship between the attitudeatmasaving money by the MSE and the intention i sa
money.

H,,: There is no relationship between the attitudearawborrowing money by the MSE and the intention to
borrow money.

H,: There is no relationship between the attitudeatoMinvesting by the MSE and the intention to invasney.
The Impact of the Subjective Norm on Entrepreneurid Intention

H,.: There is no relationship between the influencehef subjective norm on the MSE to save money and its
intention to save money.

H,u: There is no relationship between the influencehefgubjective norm on the MSE to borrow money asd i
intention to borrow money.

H,. There is no relationship between the influenc¢hef subjective norm on the MSE to invest money itsd
intention to invest money.

The Impact of the Perceived Behavioral Control on Btrepreneurial Intention

Hsa: There is no relationship between the perceived \detieal control of the MSE to save money and its
intention to save money.

Hap: There is no relationship between the perceived \aeheal control of the MSE to borrow money and its
intention to borrow money.

Hs. There is no relationship between the perceivetatieural control of the MSE to invest money aral it
intention to invest money.

The Impact of the Perceived Behavioral Control on Btrepreneurial Behavior

H4a: There is no relationship between the perceived \detieal control of the MSE to save money and its
behaviour to save money.

H4p: There is no relationship between the perceived \betieal control of the MSE to borrow money and its
behaviour to borrow money.

H4e There is no relationship between the perceiveuiabieural control of the MSE to invest money arsl it
behaviour to invest money.

The Impact of Entrepreneurial Intention on Entrepreneurial Behavior

Hs.: There is no relationship between the intentiosaee money by the MSE and behavior to save money.
Hs,: There is no relationship between the intentioldorow money by the MSE and the behavior to borrow
money.

Hs. There is no relationship between the intentiomt@st by the MSE and the behavior to invest money

The analysis of variance and nonparametric tedts¢gquare tests) were applied to determine theepsand
strengths of the various relationships postulatesia. The results are presented and discussed .below
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3. Research Design and Methodology

This section presents the research design, thegapuand sample of the study, and the data delteand the
data collection instruments. Lastly, there is @ulésion of the conceptual and empirical models uséedta
analysis.

3.1 Research Design

This study employed a descriptive research desidpis research design enables the relationships eegtw
variables of interest to be analyzed. The aim & gtudy was to explain the relationship betweditudes
towards saving, borrowing and investment and th@talaaccumulation process among MSEs. Therefdre, t
descriptive research design was the most apprepriat

A survey design was employed to capture the retedtata. This was implemented using a questionresrthe
main research instrument. The questionnaire wdsadatinistered to the MSEs that were willing topesd.
Such MSEs were also requested to introduce the teather SMEs within the study location.

3.2 Population of the Study

The population of the study consisted of all MSBsated in Ongata Rongai Township south of the aity
Nairobi. There was no official list of registereddinesses from which the population of the studyictde
estimated. All these MSEs were situated along NM&kéagadi road in Ongata Rongai Township startiraf
the main stage to Fatima Health Centre an apprdgiyna.5km stretch. With each MSE taking about 3idew
premises there are about 500 MSEs on either sidbeofoad. Between, these two extremes lie an @ren
market at a place called Kware (a corrupted forrthefword “Quarry”). This area has the largest emiation

of MSEs operating in informal structures. Thus, pbeulation of the MSEs was estimated to be abM@Ql

The MSEs were engaged in different types of vestukeosks, woodwork shops, green grocers, second ha
clothes, shops, hotels, gas vendors, hair and ypeaaltns, hardware, laundry and dry cleaners, cten@nd
phone bureaus, and real estate agents.

3.3 Data, Sample and Sampling Method

Using a self-administered questionnaire and focuseerviews, data were collected about the attiside
intentions, subjective norms and perceived behalvmontrol of MSEs toward saving, investment anddeing

to invest. Moreover, data was collected about theunts currently saved and invested along with the
instruments used, the age of the venture and the vf assets accumulated since the venture wasdta

The study employed a snowball sampling technigire. dhoice of the technique was influenced by thstieg
circumstances in 2003 when MSEs were wary of KeRgaenue Authority’s effort to capture tax evadéts.
was difficult to get MSEs to interview or acceptegtionnaires. Therefore, the very few MSEs thaepisd to
be interviewed were requested for help to get mespondents. However, the suspicion that we wera KR
assessors remained big obstacles in our way. OhliWSEs accepted to be interviewed. The data cagtur
included the amount, form and rate of saving, beimg and investing. Attitudes, intentions, subjeetnorms
and the perception of control were measured usingeat scale.

3.4 The Conceptual Models and the Analytical Models

Theoretical relationships between attitude and Wiehacan be summarized into the following conceptua
models:

B=1(,P) 3

I=f(A U, P) 4

A=1(E) (5)
U=f(N) (6)

Using the above conceptual frameworks the follovdnglytical models were formulated:
Is=a+bAg+cUg + dPs (7
li=a+ bAi+CUi+dPi + et (8)
L,=a+ bAb+CUb+de+ et (9)
Bs=a +DbA, +cUg +dPs, et (20)
B=a+ bAi+CUi+dPi + et (11)
By= a + bA,+cU,+dP, + et (12)

The subscriptss, i and b represent the saving, investment and borrowingablas, respectively. The other
variables are defined as before. For instam:e represents saving behavidk, represents an individual's
attitude toward savind)srepresents an individual's subjective norm &ydrepresents an individual's perceived
behavioral control. The letter represents the constant while lettbys andd represent the coefficients to be
estimated.

4. Data Analysis, Results and Discussion

This section presents the findings of this studgualthe relationship between attitudes and behafsost, the
descriptive statistics are presented, then theltsesdi the non-parametric tests and lastly, thelymma of
variance.

4.1 Descriptive Statistics
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4.1.1 Capital for Start-ups

Table 1 provides a summary of start-up capital #trednumber of MSEs by each category. The majoriity o
MSEs started with capital of up to Ksh. 50,000.sT$tiows many MSEs have limited capital to underta&gor
investments that could earn high returns.

Tablel. Distribution of MSEs by Start-up Capital

Amount (Kshs) Number of MSEs Percent
1 - 50,000 12 40
50,001 - 100,000 6 20
100,001 - 150,000 6 20
150,001 - 200,000 2 7
200,001 - 500,000 4 13
Total 30 100

Source: Author’s computations.

Therefore the rate of capital accumulation is skbwiewn. This point is corroborated by the result$able 2.
Most enterprises had increased capital up to 52406 they were started. The average of time taken
accumulate such investment was six years. This snd@at MSEs average in increasing capital is 8,667
annum or Kshs. 722 per month. This pattern ofisgatannot precipitate faster accumulation of @piind
wealth generation. There is a clear relationshipvben start-up capital and the amount of capitaliamilated.
Table 2: Distribution of SM Es by increase in Cap#ince Formation

Capital increase Number of MSEs Percent
1 - 50,000 12 40
50,001 - 100,000 6 20
100,001 - 150,000 6 20
150,001 - 200,000 3 10
200,001 - 500,000 3 10

30 100

Source: Author’s computations.

4.1.2 Instruments Used For Saving

Table 3 provides a summary of the saving instrusersed by MSEs. The interesting finding here is 41%
percent of MSEs prefer saving with banks. The paytular instrument for saving was ROSCAs and mgary-
rounds (MGRs) accounting for 22 percent. The trawi@tl instruments of savings - crop- productionefkag
money at home relatives and friends, and moneelenare no longer popular. Livestock as a formawfrgy is
preferred given the semi-rural setting of Ongatand@d Township, but this is also changing very fast.
Commercial banks are the major conduit for thersgarof MSEs. This could be attributed by the presef the
Kenya Commercial Branch in the town. This patteft@havior is explained below. These results sugied
the close the banks are to MSEs the higher thevatain to save and borrow from them. It is no wanithat
today many banks have opened branches in OngatgaRas compared to other urban centres on the iastsk
of the city of Nairobi.

Table 3. Instruments Used By MSEs to Save

Saving instrument Number of MSEs Percent
Crop-production 2 6
Livestock 3 13
Home 2 6
Relatives 1 3
Friends 1 3
Money lenders 2 6
ROSEAs and MGRs 6 22
Banks 14 41

Total 30 100

Source: Author’s computations.

4.1.3 Amount Borrowed

Further inquiring to find out why MFIs are not peafed by MSEs revealed that these institutions Hzaen
seizing the chattels of the MSEs which defaultedlaans and auctioning them without following theedu
process of the law. MFIs also charge high interests on loans compared to base lending rates eof th
commercial banks. Table 4 below summarizes the amofimoney borrowed by MSEs according to their
respective ages in business.
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Table 4. Distributions of Loans by Amount BorrowsyIMSEs

Amount Borrowed Number of MSEs Percent
1 - 50,000 8 50
50,001 - 100,000 4 25
100,001 - 150,000 2 13
150,001 - 200,000 1 6
200,0001 - 500,000 1 6

16 100

Source: Author’s computations.

The evidence adduced indicates that MSEs startoworg after 4 years of operation probably after
accumulating physical assets that could servepbateral for the loans. Out of 30 MSEs sampled/di@é have
borrowed funds. The amount borrowed per annum &s&® with the age of the MSE. The amount borrowed
does not exceed Ksh. 50,000 for MSEs with less thag@e years of experience and this tapers off sit. K
350,000 for MSEs with over six years of experience.

Six MSEs did not indicate the amount borrowed. Bl they have not borrowed at all. Those MSEs dlicht
not borrow cited problems and fears of repayingndoan time, high interest rates, and restrictiveecants in
loan agreements. MSEs de aling in furniture indidahat lenders demanded high collateral for loatso the
recessionaly trends in the economy then affectediémand for their products thereby reducing thbility to
service loans. Loan repayments require monthhainstnts or even installments at shorter time irtistvOne
interesting finding on the constraints on borrowibg MSEs from MFI was claims of corruption. Some
respondents said they could not obtain loans bed#ey refused to bribe the officers in charge.yTih@ve since
given up seeking any loan from an MFI.

4.1.4 Amount of Investment

The amount of funds invested increased with the cfgihe MSE. This means that as MSEs acquired more
experience better opportunities were discoveredchviiéd to increased investment. Moreover as the MSE
becomes more experienced, it could easily accesitdrom whichever source thereby increasing tmeunt
invested in the venture. Also, it could be that prefit made by the MSE also increased with agdarye
proportion of profit could then be ploughed badoithe venture. Table 5 summarizes these results.

Table 5. Distribution of Amount Invested by MSEs

Amount borrowed Number of MSEs Percent
1 - 50,000 18 60
50,001 - 100,000 6 20
100,001 - 150,000 3 10
150,001 - 200,000 2 7
200,001 - 500,000 1 3

Total 30 100

Source: Author’s computations

It was found that MSEs with 1-3 years of experiencel over 6 years of experience financed most @i th
investment from internal savings. While MSEs wikperience of 4 - 6 years financed a large propomibtheir
investments using borrowed funds. This finding dobé rationalized as follows. Newly formed MSEs ru
have a track record that can be used as a basixfending credit while those MSEs with over 6 geaf
experience could use their own savings. Howeveh farzed a similar obstacle - demand for bribemfaredit
officers. The MSEs with 4 - 6 years of experientéusiness could be experiencing faster growthabald not
be financed by internal funds. Thus they dependerorexternal finance despite its constraints.

4.1.5 Attitudes of MSEs towards Saving, Borrowingand Investment

The general finding of this study is that MSEs haviavorable attitude toward saving and investmant] a
neutral (non-committal) attitude toward borrowifigne fact that MSEs have a neutral attitude towanadwing
means that with proper incentives they are likelyoorrow. However, what form should these incerstitake?
We do not provide an answer to this question is shildy.

To capture the various attitudes towards borrowéngikert scale was used. It was defined as follows:
represents total agreement with while 7 representd disagreement with the given statement abauing,
investment and borrowing. The respondents wereinedjuo endorse a particular position from 1 to ithw
respect to a particular aspect of saving, investraed borrowing.

The computed means for various aspects of attittmwards saving were as follows: good, 1.5; worthy,
must, 3.15; small amount, 3.5; often, 2.1; likeghle now, 2.4; long-term, 2; beneficial, 1.4; aaby. 5.2. This
indicates a very strong and favorable attitude tdwaaving. However, the respondents indicated gheing
was not easy. Given the low level of income andrtteager earnings from business saving for a raayyisl
indeed difficult and a big sacrifice. The overakbam is 2.5.
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The mean of responses to various aspects of ineastwere as follows: large sums, 2.8; worthy, BBg-term
2.3; now, 2.5; good, 1.7; often, 2.1; likeable,;séfe beneficial, 1.5; profitable, 2.4; honoralle; easy, 5;
slowly, 2.6. The overall mean is 2.4, which demmatss a very strong and favourable attitude toward
investment. However, MSEs noted that it is not dasgpvest (mean of 5.0).

The mean responses towards various aspects ofingevere as follows: large amounts, 4.3; must; ifig-
term. 4; now, 4.2; good, 3.5; often, 4.8; worthy7;3ikeable, 3.9; safe, 4.2; beneficial 3.4; paifie, 3 2,
honorable, 3.7; expensive, 3.2; easy, 3.9, theativerean is 3.9. Therefore, MSEs were not committecards
borrowing from the formal financial system. Howevdrey agree that borrowing for investment was good
honorable profitable but expensive. Many MSEs wdikd to borrow from the formal system but the long
vetting procedures are a constraint. The amousfiuigncy and horizon of borrowing do not seem tsfges to
MSEs.

4.2 Results of Nonparametric Tests: Chi-square Test

The results of testing the hypotheses of indeperalertween behavior, attitudes, intentions, subgctorms,
and the perception of behavioral control are givefable 6 below.

Table 6. Results of Tests of Independence betwettitudes, Intentions, Subjective Norms, Perceptidn
Control, and Behavior

A U P
Bs 54.7 518 563
Bi 52.6 48.1 64.5
Bp 59.8 54.6 61.4
I 58.1 50.9 50.6
li 60.4 54.7 638
Iy 58.9 48.9 63.2

Source: Author’s computations. NoteThe values in the table are the computed chi-scatatistics. The critical %= 7.841

The analysis shows that the computed chi-squatistgta exceed the critical chi-square value incakes at 95
% significance level. Therefore we rejected thel mylpotheses of no relationships between the rekeva
variables. The results therefore support both thdets based on the theory of reasoned action anthéory of
planned action. Saving, investing, and borrowingifwestment is not independent of the attitudetgntions,
subjective norms, and the perception of behavimoatrol of the act itself.

4.3 Results of Parametric Statistics: MANOVA

The analysis of variance indicates that there gxiststrong and positive relationship between iidest
attitudes, subjective norms, and the perceptiononfrol over saving, investing and borrowing todsi The
results are summarized in Table 7. Our results esenfavorably with those of other studies revievabdve
(Ajzen, 1991). R-squared ranges between 0.64 affil Both the-test and thé&-test show that the coefficients
of the independent variables are significant at $tdaificance level.

Table 7. The Relationship between Behavior, Interstj Attitudes, Subjective Norms and Perception of
Behavioral Control

A ] P F-statistics R

B 0.104 0.004 0.213 6.15 0.79
(3.94) (3.961) (4.041)

B; 0.385 0.018 0.347 5.92 0.73
(3.89) (3.63) (4.23)

B, 0.221 0.002 0.492 6.15 0.69
(3.81) (2.93) (3.65)

Is 0.148 0.105 0.283 4.84 0.64
(4.32) (3.951) (4.58)

l; 0.336 0.114 0.4 19 5.67 0.68
(3.431) (3.94) (3.85)

Iy 0.404 0.003 0.525 7.49 0.76
(2.93) (2.97) (3.41)

Source: Author’'s computations. Note:The values in the table are the coefficient ofwhgables in the estimated model. The computed t-
statistics are in brackets.

5. Conclusions
The findings of this study are that attitudes, sabye norms and the perception of behavioral cbmfluence
saving, investment and borrowing intentions andabihr of MSEs. All MSEs have a positive attitudevésd
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saving and investment. However, they find diffi@dtto save and invest their funds. In general, &€ non-
committal to borrowing although they appreciaterle of debt in investment.

The amounts saved and invested by most MSEs aevenage small. Therefore the returns on investraent
also small. No wonder then that the capital accatmn process is long and arduous. Hence the &ighinst
poverty is not effective. Any form of interventid reduce poverty through microfinance must sehous
consider the attitudes and intentions of those ¢hamrgeted. Indeed, attitudes and intentions majl we
complement and supplant the use of collateral farakng credit to clients.

References

Ajzen, I. (1985), “From Intentions to actions: A ddry of Planned Behavior”, in J. Kuhl and J. Beckma
(Eds.),Action Control: From Cognition to Behavigpp. 11- 39, New York: Springer-Verlag.

Ajzen, |. (2001), “Attitudes” Annual Review of Psychology?, 27-58.

Ajzen, |. & Driver, B. L. (1992), “An Application fothe Theory of Planned Behavior to Leisure Chaice”
Journal of Leisure Science®4, 204 - 224.

Ajzen, I. & Driver, B. L. (1991), “Prediction of lisure Participation from Behavioral, Normative abdntrol
Belief: An Application of the Theory of Planned Befior”, Leisure Science4,3, 185 -204.

Autio, E.,Keeley, R.H., Klofsten, M., Parker, G&Hay, M. (2001), “Entrepreneurial Intent among &ats in
Scandinavia and in the USAENnterprise and Innovation Management Studeg?), 145-160.

Banfield, E. C. (1958)The Moral Basis of a Backward SocieBlencoe, lllinois: The Free Press.

Bentler, P. M. & Speckart, G. (1981), “AttitudesuSa Behaviors: A Structural Equation Analysi¥durnal of
Personality and Social Psycholggd0, 226-238

Bentler, P. M. & Speckart, G. (1979), “Models otitde-Behavior Relations’Psychological Reviev86, 452-
464.

Bird, B. (1988), “Implementing Entrepreneurial ldealrhe Case of IntentionsAcademy of Management
Review,13 (3), 442-454.

Blumer, H. (1955), “Attitudes and the Social Ac8gcial Problems3, 59-65.

Boyd, N. & Vozikis, G.S. (1994), “The Influence &elf-efficacy on the Development of Entrepreneurial
Intentions and Actions'Entrepreneurship Theory and Practjic&ummer, 63-77.

Brinberg, D. & Cummings, V. (1983), “Purchasing ®8n Prescription Drugs: An Analysis Using Two
Behavioral Intention Models’Advances in Consumer Researth, 229 - 234.

Brinberg, D. & Durand, I. (1983), “Eating at Fasbdél Restaurants: An Analysis Using Two Behavioral
Intention Models” Journal of Applied Social Psychologh3, 459-472.

Campbell, D. T. (1963), “Social Attitudes and Othsequired Behavioral Dispositions”, in S. Koch (Ed.
PsychologyA Study of a Scienc8, 94- 172. NY: McGraw-Hill.

Chua, A. (2004)World on Fire: How Exporting Free Market DemocraByeeds Ethnic Hatred and Global
Instability. New York, N.Y.: Anchor Books

Davidsson, P. (1995), “Determinants of Entrepreiaumtentions”, Paper presented at the RENT IX
Conference, Workshop in Entrepreneurship Rese®iakenza, November, 23-24.

Deutscher, 1. (1966), “Words and Deeds: Social i@seand Social Policy'Social Problems]3, 235 254.

Deutscher, 1. (1973)Vhat We Say/What We Do: Sentiments and Sé¢sinview, IL: Scott, Foresman.

Eagly, E. A. & Chaiken, S. (1993Jhe Psychology of Attitudeew York: Harcourt Brace Jovanovich.

Fayolle, A., Gailly, B. & Lassas-Clerc, N. (2006} ssessing the Impact of Entrepreneurship Education
Programmes: A New Methodologylournal of European Industrial Training0 (9), 701-720.

Fishbein, M. & Ajzen, |. (1975)Belief Attitude, Intention, and Behavior: An Intradion to Theory and
ResearchReading MA: Addison-Wesley.

Fishbein, M. & Stasson, M. (1990), “The Role of Des, Self-predictions, and Perceived Control ie th
Prediction of Training Session Attendancédurnal of Applied Social Psycholad?0, 173-198.

Fishbein, M. (1967), “Attitude and Prediction of igior”, in M. Fishbein (Ed.)Readings in Attitude Theory
and Measuremenpp. 477 -492, New York: Wiley.

Gelderen, M., Brand, M., van Praag, M., Bodewes, ®Rbutsma, E., & van Gils, A. (2008), “Explaining
Entreprerial Intentions by Means of the Theory zinRed Behavior’Career Development Internationa,|
13, (6), 538-559.

Guiso, L. & Sapienza, P. & Zingales, L. (2005), 0wl Biases in Economic Exchangét/orking PapemO.
11005. Cambridge, MA: NBER.

Granberg, D. & Holmbarg, S. (1990), “The IntentiBahavior Relationship among U.S. and Swedish Viters
Social Psychology Quarterlp3, 44- 54.

Hagen E. E. (1962n the Theory of Social Changdomewood, TCI: Dorsey Press.

Kalder, N. (1934), “The Equilibrium of the FifmEconomic Journal44, 60-76.

150



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) g
VOL5, No.9, 2014 ST

Kelman Il C (1974), “Attitudes are Alive and Weha Gainfully Employed in the Sphere of Actio®®merican
Psychologist29, 310-324.

King G.W. (1975), “An Analysis of Attitudinal and dimative Variables as Predictors of Intentions and
Behavior”,Speech Monographd2, 237-244

Krueger, N. F., Reilly, M. D. & Carsrud, A. L. (20) “Competing Models of Entrepreneurial Intentigns
Journal of Business Venturing5, 411-32.

Landes, D. S. (1998),he Wealth and Poverty of Nations: Why Some ar®iSlo and Some So PooNew
York: W. W. Norton and Company.

Langer E. J. (1975), “The lllusion of ControJlpurnal of Personality and Social Psycholp8®, 311 — 328.

Leibenstein, H. (1957Economic Backwardness and Economic Groww York: John Wiley & Son.

Liska, A.E. (1984), “A Critical Examination of th@ausal Structure of the Fishbein/Ajzen Attitude hBéor
Model”, Social Psychology Quarterly7, 61 -74.

McKinnon, R. (1973)Money and Capital in Economic Developmaéffashington D.C.: Brookings Institute.

Nayaran, D. & Petesch, P. (2007), “Agency, OppatyuBtructure, and Poverty Escapes”, in Narayang&D.
Petesch, P. (edsMhoving Out of Povert: Cross-DisciplinaryPerspectwa Mobility,Washington, D. C.:
Palgrave, MacMilan & World Bank Publishers.

Ndege, F. (1990), “Jua Kali Artisans: Backgrourigtvival Strategy, Capital Accumulation Patternd 8cales
of Production”, MA Thesis, University of Nairobi

Ondiege. O. P. (1996), “Capital and PerformanceSofall Enterprises in Kenya”, in McCormick, D and
Pedersen, O. P. (ed9mall Enterprise: Flexibility and Networking in akfrican Context,Longman,
Kenya, pp. 161-174.

Ouma, S. J. (1990)The Transformation of the Informal Sector: The Qemtive PerspectiveShirikon
Publication

Schuman, J. & Johnson, M. P. (1976), “Attitudes Beflavior’,Annual Review of Sociolog, 161-207.

Schumpeter, J. (1934)heory of Economic Development: An Inquiry into fRsp Capital, Credit, Interest, and
the Business Cycl€ambridge, Mass.: Harvard University Press

Schwart, S. H. & Tessler, R. C. (1972), “A Test @fModel for Reducing Measured Attitude-Behavior
Discrepancies”Journal of Personality and Social Psycholpgy225-236.

Shapero, A. & Sokol, L. (1982), “The Social Dimesss of Entrepreneurship”, in Kent, C., Sexton, Bd a
Vesper, K. (Eds)The Encyclopaedia of Entrepreneurstisentice-Hall, Englewood Cliffs, NJ, p. 72-90.

Shook, C.L., Priem, R.L. & McGee, J.E. (2003), “Wame Creation and the Enterprising Individual: Aviesv
and Synthesis"Journal of Managemen?9 (3), 379-99.

Snyder, M. & Ickes, W. (1985), “Personality andc&b Behavior”, in G. Lindzey and E. Aronson (Eds),
Handbook of Social Psychologd ed., Vol. 2, pp. 883-947. NY: Random House.

Tabellini, G. (2005), “Culture and Institutions: &®mmic Development in Regions of Europ@/prking Paper
No. 1492, CESifo.

Torado, (1990)The Economics of Growth and Developemiety York: Pearson.

Triandis H. C. (1980), “Values, Attitudes and hmtersonal Behavior”, in H. E. Howe, Jr. and M. Nage
(Eds.),Nebraska Symposium on Motivati@7, 195-259.

Van de Putte, B. (1991), “20 Years of the TheorjRefisoned Action of Fishbein and Ajzen: A Meta-Asi",
Unpublished Manuscript, University of AmsterdamgTietherlands

Weber, M. (1958),The Protestant Ethic and the Spirit of Capitalisiitans. T. Parsons New York: Charles
Scribers Sons.

Wicker, A.W. (1969), “Attitude versus Actions: TiRelationship of Verbal and Overt Behavioral Respsrs
Attitude Objects”Journal of Social Issue&5, 41 -78

151



The I1ISTE is a pioneer in the Open-Access hosting service and academic event
management. The aim of the firm is Accelerating Global Knowledge Sharing.

More information about the firm can be found on the homepage:
http://www.iiste.org

CALL FOR JOURNAL PAPERS

There are more than 30 peer-reviewed academic journals hosted under the hosting
platform.

Prospective authors of journals can find the submission instruction on the
following page: http://www.iiste.org/journals/ All the journals articles are available
online to the readers all over the world without financial, legal, or technical barriers
other than those inseparable from gaining access to the internet itself. Paper version
of the journals is also available upon request of readers and authors.

MORE RESOURCES

Book publication information: http://www.iiste.org/book/

Recent conferences: http://www.iiste.org/conference/

IISTE Knowledge Sharing Partners

EBSCO, Index Copernicus, Ulrich's Periodicals Directory, JournalTOCS, PKP Open
Archives Harvester, Bielefeld Academic Search Engine, Elektronische
Zeitschriftenbibliothek EZB, Open J-Gate, OCLC WorldCat, Universe Digtial
Library , NewJour, Google Scholar

e INDEX ({@‘ COPERNICUS

ros , . - I NTERNATIONAL
INFORMATION SERVICES

@ vimsice soumaocs @

£z 8 Elektronische
@O0@ Zeitschriftenbibliothek

open

Ny _?ﬂ nh
s " \ Y i—-. '. .GE()R(;ET()“N UNIVERSITY
oclc &) WF {IBRARY

eeeeeeeeeeeeeeeeee UniverseDigitall
ccccccccc WorldCat R gy —



http://www.iiste.org/
http://www.iiste.org/journals/
http://www.iiste.org/book/
http://www.iiste.org/conference/

