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ABSTRACT 

Social capital refers to the stock of social relations, based on norms and networks of cooperation 

and trust, that spillover to the market and state to enhance collective action between formal 

actors and achieve improved social efficiency and growth. Despite the significant role by the 

SMEs it has continued to experience many constraints like poor access to markets and financial 

services, lack of innovativeness, poor access to information, unfavorable polices among others 

that have inhibited the realization of its full potential.  The study was guided by the following 

research objectives which include; finding out to what extent business networks, access to 

information, access to innovation and access to finance which are components of social capital 

influence the growth of SMEs in Kenya. The study targeted 4560 SMEs in Nairobi County who 

are registered by Ministry of Industrialization and Ministry of Trade The study targeted business 

owners/ managers/ directors or business partner operating SMEs in Nairobi County. The study 

adopted descriptive survey and exploratory design. The study employed stratified random 

sampling, random sampling and convenient sampling to collect data from 456 businesses using 

questionnaires. Descriptive statistics and inferential data analysis method was used to analyze the 

gathered data. Regression models were used to examine the influence of social capital on growth 

of SMEs in Kenya. The study found that social capital components (Business Networks, Access 

to information, Access to innovation and Access to Finance) have a great positive influence on 

the growth of SMEs. Business networks are the most significant with correlation coefficient of 

97.2% elements of social capital influencing growth of small and medium enterprises in Kenya. 

Key Words: Social Capital, Business Networks, Access to Information, Access to Innovations 

and Access to Finance 

Introduction 

Worldwide SMEs are recognized as engines of growth and development and they are the 

backbone of the economy in many successful developed nations all over the world.. They have 

emerged as a vibrant and dynamic component of the economy by virtue of their significant 

contribution to GDP, industrial production and exports (Dunne & Hughes, 2003). In the world 

over, SMEs are recognized as one of the most important sources of employment, wealth creation, 

poverty reduction and contributing to competition with other large businesses. According to 

World Bank (W.B) SMEs have such a crucial significance in the development of an economy 

that they can’t be ignored hence their development should form one of the objectives of any 

country (WB, 2002). Available data show that on about a decade ago, SMEs in Kenya employed 



International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  62 

3.2 million people and accounted for 18% of national GDP (Woldie, 2008). In view of this, 

governments globally including Kenya have put a lot of emphasis on the growth of this sector 

and as a result, in 2011, SMEs contribution to GDP rose up to about 70%, however this sector 

have continuously remained stagnant in terms of growth and expansion. As vital as they are, 

SMEs have low survival rate, less than a third of their business survive transition from first to 

second generation ownership and those that do, about half do not survive the transition from 

second to third generation ownership (Bowman, 2006). This therefore implies need for 

intervention and more research on various concepts of their business and operations to enhance 

their performance in the country.  

Statement of the Problem 

SMEs play significant role in the economic development by creating employment, wealth 

creation, poverty eradication and creation of new firms (Musimba, 2012). This sector contributes 

to about 70% the Gross Domestic Product (GDP) in Kenya (ROK, 2012). In the global economy 

SMEs are largely recognized as engines of growth and development and are the backbone of 

economy in many successful developed nations (Zhou, 2007).  

SMEs have emerged as a vibrant and dynamic component of the economy by virtue of their 

significant contribution to GDP, industrial production and exports. The 2012 Enterprise Baseline 

Survey revealed that there are 17 million Small and Medium Scale Enterprises in Nigeria, 

employing 32.41 million persons and makes a contribution of about 46.54 per cent to the 

nation’s Gross Domestic Product in nominal terms. In Malaysia SMEs contribute to about 32% 

to the country’s GDP (W B, 2012).  According to World Bank (W B) in general, the SME sector 

can contribute to the GDP of high income countries by as much as 51 percent and the middle and 

low income countries SMEs can produce up to 39 percent and 16 percent respectively of local 

GDP (WB,2012). The information on the background of the study reveals SMEs have very low 

survival rate. The collapse ratio of SMEs is alarming for developing countries as well as 

developed countries (Hodgetts & Kuratko 2004). Past studies identified that a significant number 

of new SMEs fail within first five years of their business operation (Zimmerer, Searborough and 

Wilson 2008; Hodgents & Kuratko 2004). Sessional Paper No.2 of 2005 (RoK, 2005) and 

Ministry of Economic planning report on SMEs (RoK, 2007) show that three out of five SMEs 

fail within their first three years of operation in Kenya . Several studies from Australia, USA and 

England showed that approximately 80% to 90% of SMEs fail within 5-10 years (Zimmerer et al. 

2008; Hodgetts and Kuratko 2004; Ahmad et al. 2011). SMEs in Kenya are evidence of a 

“missing middle”: a shortage of middle - sized growth - oriented SMEs that could make an 

important contribution to development (Khalique, Shaari, Bin M Isa & Agee (2011). This 

implies that SMEs in Kenya are threatened for survival as a competitive enterprise. This could 

result to low economic development and loss of jobs (RoK, 2012). 
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Would the failure be caused by lack of utilization of social capital by SMEs? 

Kirigo (2010) in her study about Factors Affecting Credit Financing of Small and Medium 

Enterprises in Kenya, indicated that no detailed study has addressed the relationship between 

social capital and the performance of SMEs and the impact of social network on the overall 

growth of small enterprises. A study by Musimba (2012) on the Role of Human and Social 

Capital in Internationalization of ICT SMEs in Kenya concludes that the survival and 

performance of a firm are influenced by the firm’s ability to utilize the social capital to the 

fullest. He draws attention to how connections and relationships and networking both at home 

and abroad can be crucially important for small and medium-sized enterprises (SMEs) seeking to 

export or invest abroad. However, relatively little is known about how SMEs initiate, develop 

and maintain network relationships. This study therefore seeks to find out whether social capital 

is a contributor to the performance of enterprises by evaluating the influence of various 

components of social capital on the growth of SMEs in Kenya. 

Objectives of the Study 

The overall objective of this was to investigate influence of social capital on the growth of small 

and medium enterprises in Kenya .Its specific objectives were: a) to establish an influence of 

business networks as a component of social capital on the growth of SMES in Kenya. b) to find 

out influence of access to information as a result of social capital on the growth of SMES in 

Kenya .c) to assess influence of access to innovations as a result  of social capital on the growth 

of SMES in Kenya. d) To establish an influence of access to finance through social capital on the 

growth of SMES in Kenya 

Literature Review 

Social capital is the expected collective or economic benefits derived from the preferential 

treatment and cooperation between individuals and groups. To quote Baron and Markman 

(2003), ‘Social Capital refers to the actual and potential resources individuals obtain from 

knowing others, being part of a social network with them, or merely from being known to them 

and having a good reputation.’ Entrepreneurs gain a lot of visibility, information, influence and 

co-operation because of strong social capital. Entrepreneurs progress in their opportunity 

recognition process with lot of encouragement and support from friends or family members 

(Davidsson & Honig, 2003). Although different social sciences emphasize different aspects of 

social capital, they tend to share the core idea "that social networks have vital value in any 

business (Hazleton (2000). According Baron and Markman (2003), ‘Social Capital refers to the 

actual and potential resources individuals obtain from knowing others, being part of a social 

network with them, or merely from being known to them and having a good reputation.’ These 

resources include access to information, finance and innovative ideas. Entrepreneurs gain a lot of 

visibility, information, influence and co-operation because of strong social capital. Entrepreneurs 

http://en.wikipedia.org/wiki/Social_science
http://en.wikipedia.org/wiki/Social_network
http://en.wikipedia.org/wiki/Value_theory
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progress in their opportunity recognition process with lot of encouragement and support from 

friends or family members (Davidsson and Honig, 2003).  

Hazleton (2000) defines social capital as the aggregate of the actual or potential resources which 

are linked to possession of a durable network of more or less institutionalized relationships of 

mutual acquaintance and recognition. His treatment of the concept is instrumental, focusing on 

the advantages to possessors of social capital and the deliberate construction of sociability for the 

purpose of creating this resource. Access to these resources depends on the relationships one has. 

There are three ingredients fundamental to social capital: resources embedded within the 

network, access to these resources through relationships, and the use of the resources for 

purposive action. Social capital, therefore, is defined 'as resources embedded in a social structure 

which are accessed and/or mobilized in purposive actions' (Lin, 2001b). This theory of social 

capital explains how the social network (or the social structure) constraints or enables access to 

resources embedded within the network. It also states that firms should invest in social capital for 

future expansion and penetration in new market 

Business Networks 

Business networking is an effective low-cost marketing method for developing sales 

opportunities and contacts, based on referrals and introductions - either face-to-face at meetings 

and gatherings, or by other contact methods such as phone, email, and increasingly social and 

business networking websites. Because they can significantly help the process of customer 

acquisition, business networks have received considerable attention in the marketing literature. 

Although they are less controllable and manageable than marketing actions (e.g., direct mail, 

broadcast media), referrals have some serious advantages (Kumar et al. 2010; Chen et al. 2011; 

Trusov et al. 2009). First, their influence on attitudes and beliefs about a firm is much stronger 

(Villanueva et al. 2008). Information about a product, a service or a firm is indeed considered 

more credible by potential customers when it is transferred through referrals than when it comes 

from the firm itself (Anderson et al. 1994; Seevers et al. 2010). Second, referrals contribute to 

customer acquisition at a much lower cost than marketing actions (Trusov et al. 2009).Indeed; 

they often take place as a result of spontaneous information circulation from one person to the 

other rather than because of a firm’s deliberate efforts. This argument is particularly crucial for 

SMEs as they tend to have limited resources to dedicate to gaining the attention of potential 

customers (Golberg et al. 2003). 

Access to Information 

SMEs need to have access to adequate information to enhance productivity and to facilitate 

market access. The establishment of an active SMEs sector - and the effective utilization of 

quality business information - has been identified as crucial in attaining long-term and 

sustainable economic growth for developed and developing countries, a like (Corps 2005).The 

SMEs need tailor-made information solutions - i.e., business information services that assess, 

http://informationr.net/ir/10-1/paper201.html#lin2001b
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verify and apply information to a specific business problem (Okello-Obura... et tal 2008). In 

order to respond to the specific needs of the SMEs, business information services should create 

value by bringing together information from different sources - both local and international. This 

enables the integration of the SMEs into national and global value chains (UNIDO 2005). 

Okello-Obura ... et tal (2008) argues that there is a need for collaboration between various 

industrial and trade organizations, professional bodies, private enterprises and government 

departments to provide SMEs with a comprehensive range of business information, advice and 

facilities. This implies that the issue of quality information becomes evident.  

Access to Innovations 

Innovation has long been recognized as an important driver of economic growth (Klomp, 1999) 

shows that innovation leads to new products and services, better quality and lower prices readily 

accepted by the customers and other clients. A study by Nas, 1997 exploring the impact of social 

capital on innovation focused on constructing a more general measure of social capital  that 

consists of generalized and institutional trust, associational activities and civic norms.  Social 

capital has a positive impact on innovation at the national level. Social capital interacts with 

entrepreneurship; the strongest relationship is between associated activities and entrepreneurship. 

This study supports the need to build strong social relationships in today's networked economy  

Access to Finance 

The level of social capital of a community enhances the level of interpersonal trust. This is 

obviously the case if social capital is the result of moral values imprinted with education. But it 

is also the case if social capital measures the existence of social networks, which increase the  

effectiveness of social sanctions. In this case trust is the equilibrium outcome of a society where 

non-legal mechanism force people to behave cooperatively (Coleman (1990) and Spagnolo 

(1999)). Indeed, using the General Social Survey data from 1972 to 1994, Brehm and Rahn 

(1997) and that "the more that citizens participate in their communities, the more that they learn 

to trust others.” Financing is nothing but an exchange of a sum of money today for a promise to 

return more money in the future. Whether such an exchange will take place depends upon not 

only the enforceability of contracts, but also the extent the financier trusts the financer.  In fact, 

financial contracts are trust intensive contracts par excellence. Thus, higher level of trust 

improves the efficiency of financial contracts and increases their use. 

Research Methodology 

Research Design 

In this study descriptive and exploratory research design was adopted. Descriptive statistics and 

inferential data analysis method was used to analyze the gathered data. It was ideal because the 

study was carried out in a limited geographical scope and hence tends to be logistically easier 

and simpler to conduct considering the limitations of this study.  
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Population 

Population refers to the entire group of objects or individuals having common characteristics 

(Mugenda, 2008). Nairobi County was targeted because it is a commercial centre, it’s a 

cosmopolitan and it’s very competitive .Data available from the Ministry of Industrialization and 

Enterprise Development reveal that there are about 4560 registered SMEs in the manufacturing, 

trading and service sector in Nairobi County. A list of 4560 enterprises sourced from the 

Ministry of industrialization and Enterprise Development was used as the sampling frame. 

Sample and Sampling Technique 

This is the list of ultimate sampling entries which may be people households, organizations or 

other units. (Mugenda, 2003) it is the physical representation of the target population and 

comprises all the units that are potential members of a sample (Kothari, 2004).Due to the big size 

of the population; it was not be possible to study all elements of the population. Sampling was 

done in stages and the businesses were stratified into sectors as follows; Trade, service sector and 

manufacturing, and from each stratum 10% of the members were randomly selected. The 

convenient and random sampling techniques were employed. According to Mugenda and 

Mugenda (2003), convenient sampling is a technique that involves selecting cases or units of 

observation as they become available to the researcher. It is also referred to as accidental or 

volunteer sampling. It was used because subjects are easily and conveniently available and are 

accessible. Random sampling was used to pick subjects from each stratum to compliment the 

convenient sampling. 

Data Collection Instruments 

Data collection is the means by which information is obtained from the selected subjects of an 

investigation (Kothari, 2008). Both primary and secondary data were used for this study. The 

research study used questionnaires as a key instrument for data collection.  

Data Analysis and Presentation 

Descriptive statistics was used to analyze the data. It enabled the researcher to meaningfully 

describe distribution of scores using statistical measures of central tendencies, dispersions and 

distribution(Mugenda,2008) it was presented in pie charts, percentages and tables. Correlation 

statistical procedure will be used to generalize the results from the sample population. 

Results and Discussion 

Business Networks 

The study sought to investigate the influence of business networks as a component of social 

capital on the growth of small and medium enterprises. Specifically, the study focused on 

business referrals and social networks. 28.6 % of the respondents indicated that business referrals 
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influence the growth of SMEs to a very great extent, 18.2% indicated that business referrals 

influences the growths of SMEs to a great extent, 26.8 % indicated that business referrals 

influence the growth of SMEs to a moderate extent, 17.5 % indicated that business referrals 

influence the growth of SMEs to a low extent while 8.9 % indicated that business influence the 

growth of SMEs to a very low extent. 

The findings relate with those of Kumar et al (2010 ) who found out that although they are less 

controllable and manageable than marketing actions (e.g., direct mail, broadcast media), referrals 

have some serious advantages (Kumar et al. 2010; Chen et al. 2011; Trusov et al. 2009).  27.9% 

of the respondents indicated that social networks influence the growth of SMEs to a very great 

extent. 23.2% of the respondents indicated that social networks influence the growths of SMEs to 

a great extent. 24.3 % of the respondents indicated that social networks influence the growth of 

SMEs to a moderate extent, 15.4 % of the respondents indicated that social networks influence 

the growth of SMEs to a low extent while 9.2 % of the respondents indicated that social 

networks influence the growth of SMEs to a very low extent. The findings relate with the 

findings of Zontanos and Anderson, (2004) that social networking allows businesses to gain 

access to resources that might otherwise not be available to them.  

Access to Information 

The study sought to investigate the influence of access to information on growth of Small and 

Medium Enterprises in Kenya. Specifically, the study focused on institutional co operations and 

knowledge exchange. 28.9% of the respondents indicated that institutional collaborations 

influences the growth of SMEs to a very great extent, 25% of the respondents indicated that 

institutional collaborations influences the growth of SMEs to a great extent, 22.9% of the 

respondents indicated that institutional collaborations influences the growth of SMEs to a 

moderate extent, 15.7 % of the respondents indicated that institutional collaborations influences 

the growth of SMEs to a low extent, While 7.5 % of the respondents indicated that  institutional 

collaborations influences the growth of SMEs to a very low extent. Institutional collaborations is 

one of the factors that influence the growth of firms which should be taken into consideration by 

the SME owners. The findings relate with the findings of Okello-Obura et tal (2008) that there is 

a need for collaboration between various industrial and trade organizations, professional bodies, 

private enterprises and government departments to provide SMEs with a comprehensive range of 

business information, advice and facilities. 23.2% of the respondents indicated that knowledge 

exchange influences the growth of SMEs to a very great extent, 27.8% of the respondents 

indicated that knowledge exchange influences the growth of SMEs to a great extent, majority 

26.2% of the respondents indicated that knowledge exchange influences the growth of SMEs to a 

moderate extent, 12.9 % of the respondents indicated that knowledge exchange influences the 

growth of SMEs to a low extent, While 10 % of the respondents indicated that knowledge 

exchange influences the growth of SMEs to a very low extent. Therefore knowledge exchange as 

a result of social capital is one of the factors that influence the growth of firms which should be 

taken into consideration by the SME owners.  
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Access to Innovations 

The study sought to investigate the influence of innovativeness on growth of small and medium 

enterprises in Kenya. Specifically, the study focused on new product development and 

opportunity recognition. 27.9 % of the respondents indicated that new product development 

influence the growth of SMEs to a very great extent, 25.7% of the respondents indicated that  

new product development influence the growth of SMEs to a great extent, 23.6 % of the 

respondents indicated that new product development influence the growth of SMEs to a 

moderate extent,15.7% of the respondents indicated that new product development influence the 

growth of SMEs to a low extent, while 7.1 % of the respondents indicated  new product 

development  influence the growth of SMEs to a very low extent. These findings concur with the 

findings of Varis and Littunen (2010) who found that introduction of new products in 

comparison to the revenues of enterprise is a major significance to SMEs growth and 

competitiveness. 25% of the respondents indicated that opportunity recognition  influence the 

growth of SMEs to a very great extent, 23.9 % of the respondents indicated that opportunity 

recognition  influence the growth of SMEs to a great extent, 26.4 % of the respondents indicated 

that  opportunity recognition  influence the growth of SMEs to a moderate extent,15.4% of the 

respondents indicated that opportunity recognition  influence the growth of SMEs to a low 

extent, while 9.3 % of the respondents indicated that opportunity recognition  influence the 

growth of SMEs to a very low extent. Earlier studies from India suggest that the size of network 

and number of weak ties significantly affect the number of opportunities recognized by 

entrepreneurs (Singh et al., 1999), meaning social interaction increases knowledge acquisition of 

opportunities. 

Access to Finance 

The study sought to investigate the influence of Access to Finance as a component of social, 

capital on growth of small and medium enterprises in Kenya. Specifically, the study focused on 

access to credit and cost of financing. 26% of the respondents indicated that access to credit 

influences the growth of SMEs to a very great extent, 31% of the respondents indicated that 

access to credit  influences the growth of SMEs to a great extent, 18% of the respondents 

indicated that access to credit influences the growth of SMEs to a moderate extent, 11% of the 

respondents indicated that access to credit  influence the growth of SMEs to a low extent while 

25% of the respondents indicated that access to credit   influence the growth of SMEs to a very 

low extent. The study findings relate to those of Nguyen & Ramachandran (2006) find that 

building close social relationships with financial institutions enables SMEs to get preferential 

access to credit over their competitors and, hence, employ more debt, especially short term debt, 

in their capital structure. They also demonstrate the stronger the level of networking with other 

firms, the greater the debt employed by SMEs in their capital structure. 37% of the respondents 

indicated that cost of financing influences the growth of SMEs to a very great extent, 7% 

indicated that cost of financing influences the growths of SMEs to a great extent, 18 % indicated 

that cost of financing influences the growth of SMEs to a moderate extent, 28 % indicated that 
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cost of financing influences the growth of SMEs to a low extent, while 9% indicated that cost of 

financing influences the growth of SMEs to a very low extent. These findings concur with those 

of Preliminary work on the relationship between social capital and capital structure has been 

conducted in the United States (Uzzi, 1999) and Vietnam (Nguyen and Ramachandran, 2006). 

Uzzi (1999) demonstrates that, when their transactions are embedded in social relationships and 

networks, firms are able to gain better access to bank financing at a more competitive prices. 

Regression analysis and Correlation coefficients of growth of SMEs 

The study found out that access to finance as a component of social capital is positively 

correlated with growth of SMES as indicated by a correlation coefficient of 0.643. Further the 

matrix indicates that access to innovations as a component of social capital is strongly and 

positively correlated with growth of SMES as indicated by a correlation coefficient of 0.719. The 

correlation matrix indicates that access to information as a component of social capital is 

strongly and positively correlated with growth of SMES as indicated by a correlation coefficient 

of 0.862.Business networks showed the highest correlation with the growth of SMEs as indicated 

by a strong correlation coefficient of 0.972 

The study conducted a multiple regression analysis so as to determine the relationship between 

the growth of SMEs and the components of social capital (Business Networks, Access to 

information, Access to innovations and access to finance. According to the equation, taking 

The regression equation (Y = β0+ β1X1 + β2X2 + β3X3 + β4X4+є) was interpreted to mean  

Y= β0 +1.654 X1+0.988 X2+0.568X3+0.444X4 + є 

According to the equation, taking all factors (Networks, access to information, access to 

Innovations and access to finance) constant at zero, overall Social capital on the growth of SMEs  

will be 3.657. The data findings also show that a unit increase in business referrals will lead to a 

1.654 increase is growth of SMEs; a unit increase in Access to information will lead to a 0.988 

increase in growth of SMEs; a unit increase in Access to innovations will lead to a 0.568 increase 

in the growth of SMEs and a unit increase in access to finance will lead to a 0. 444.  

At a 5% level of significance and 95% level of confidence, business networks had a 0.002 level 

of significance, access to information showed a 0.005 level of significant, access to innovation 

showed 0.013, access to finance had a 0.032 level of significant, hence the most significant 

factor is business networks. 

Conclusions and Recommendations 

The finding of the study revealed that there is a significant positive relationship between the 

components of social capital namely Business Networks, Access to Information, Access to 

Innovations and Access to Finance 
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Results of the inferential statistics such as ANOVA show that Business Networks, Access to 

information, Access to innovations and access to finance which are component of social capital 

has a major positive significance contribution to the growth of SMEs in Kenya 

The study recommends that entrepreneurs should establish strong business networks which are 

an important element of social capital that entails establishing a solid stock of connections, 

interactions, relationships, linkages, closeness, goodwill, and loyalty between a firm and its 

customers, downstream clients, strategic partners or other external stakeholders as this has a 

positive and significant influence on the growth of SMEs in Kenya.  

Entrepreneurs should realize that in the access to information, access to innovativeness and 

access to finance  which are components of social capital influence the growth of SMEs .Social 

capital enhances the accessibility of these resources and should there be embraced. 

References 

Adler, P., and S.-W. Kwon (2002). "Social Capital: Prospects for a New Concept," Academy of 

Management Review, 27 (1), 17-40. 

Aggarwal, S. (2006). Social network and business success: the role of sub-cultures in an African 

context. American Journal of Economics and Sociology. 91(3), 481-510. 

Andersen, O., Buvik, A., 2002. Firms` internationalization and alternative approaches to the 

international customer/market selection. International Business Review 11 (3), 

347-363 

Anderson, J.C., H. Hakansson, and J. Johanson (1994). "Dyadic Business Relationships Within a 

Business Network Context," Journal of Marketing, 58, 1-15 

BarNir, A. and K.A. Smith (2002). "Interfirm Alliances in the Small Business: The Role of 

Social Networks," Journal of Small Business Management, 40 (3), 219-232 

Becattini, G. (1999). Flourishing small firms and the re-emergence of industrial districts. 

Proceedings of the 44th World Conference - Innovation and Economic 

Development: The Role of Entrepreneurship and SMEs, Italy, 20-23 June, p. 10.  

Beck T, Demirguc-Kunt A & Maksimoric (2006) Financial and Legal Constraints to Growth: 

The Journal of Finance 60(1) 137-167 

Bell J. (1993) Doing Your Research Project, Buckingham, England: Open University press 

Bensaou, M., and E. Anderson (1999). "Buyer-Supplier Relations in Industrial Markets: When 

Do Buyers Enter the Trap of Making Idiosyncratic Investments?", Organization 

Science, 10(4), 460-481. 

Berry, A., Rodriguez, E., & Sandee, H. (2002). Firm and Group Dynamics in the Small and 

Medium Enterprise Sector in Indonesia. Small Business Economics, 18(1-3), 141. 

Bontis, N. (2000) ‘Assessing knowledge assets : A review of the models used to measures 

Intellectual Capital, International Journal of Management Review, Vol. 3 No. 1, 

PP41-60 

Bowman, U.N. (2006). Transferring the Management in the family owned business. Waco Texas 

Baylor University. 

Burt, R. S. (1992). Structural Holes: the Social Structure of Competition. Cambridge: Harvard 

University Press 



International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  71 

C.R Kothari (2001) Research Methodology: Methods and Techniques 2
nd

 edition. New Delhi 

New Age International Ltd. 

Carlisle, E., and D. Flynn (2005). "Small Business Survival in China: Guanxi, Legitimacy, and 

Social Capital," Journal of Developmental Entrepreneurship, 10(1), 79-96. 

Chen, X.-P., and C. C. Chen (2004). "On the Intricacies of the Chinese Guanxi: A Process Model 

of Guanxi Development," Asia Pacific Journal of Management, 21 (3), 305-324. 

Cline. W. (2005). ‘Trade Finance and Financial Crises’ In J.Y Wang and M Ronei (eds) Access 

to trade finance in Times Crisis, Washington DC, International Monetary fund 

Coleman, J.S. 1988. Social Capital in the Creation of Human Capital, American Jour-nal of 

Sociology, Vol. 94, pp. S95-S120  

Cooke, P. (2001). Finance and small and medium-sized enterprises in developing countries. 

Journal of Development Entrepreneurship, 6(1), 17–40. 

Cooke, P. (2007). Regional innovation, entrepreneurship and talent systems. Int. J. of 

Entrepreneurship and Innovation Management, 7, 117-139.      

Cooke, P., & Wills, D. (1999). Small firms, social capital and the enhancement of business 

performance through innovation programmes. Small Business Economics, 13, 

219–234. 

Cooper, D.R & Schindler, P (2003), Business Research Methods 8
th

 edition. New 

York McGraw-hill 

Corps, M. (2005). Information and communications technologies in small and medium enterprise 

development. Available: www.globalenvision.org/library/7/698. 

Covin, J.G., Slevin, D.P. (1991). “A conceptual model of entrepreneurship as firm behavior,” 

Entrepreneurship Theory and Practice Fall, 7-25. 

Dekker, Paul, and Eric M. Uslaner. 2001. ‘Introduction.’ Pp. 1 – 8 in Social Capital and 

Participation in Everyday Life, edited by Eric M. Uslaner. London: Routledge. 

Dunne, P., Hughes, A. (2003) ‘Age, Size, Growth & Survival Revisited’ Working Paper No.23, 

Small Business Research Center, University of Cambridge 

Ellis, P. (2000). "Social Ties and Foreign Market Entry," Journal of International Business 

Studies, 31 (3), 443-469. 

Ferrin, D.L., K.T. Dirks, and P.P Shah (2006). "Direct and Indirect Effects of Third-Party 

Relationships on Interpersonal Trust," Journal of Applied Psychology, 91(4), 870-

883. 

Freeman, J. (1999). Venture capital as an economy of time. In R. T. A. J. Leenders & S. M. 

Gabbay (Eds.), Corporate Social Capital and Liability (pp. 460-479). Norwell, 

MA: Kluwer Academic Publisher. 

Glas M, Hisrich R.,Vahal  A. & Atonic B.(1999) The internationalization of SMEs in 

Transitional Economies: Evidence From Slovenice Global Focus, 11.4. 109-124 

GOK, G.O. (2009). Economic Survey. Nrb: Government Printer 

Goldberg, A. I., G. Cohen, and A. Fiegenbaum (2003). "Reputation Building: Small Business 

Strategies for Successful Venture Development," Journal of Small Business 

Management, 41, 168-186. 

 

http://www.globalenvision.org/library/7/698


International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  72 

Government of Kenya (2005) Sessional Paper No.2 of 205 on the development of SMEs, Nrb- 

Government Printer. 

Government of Kenya (2011), Micro and Small Enterprises Bill 2011: Government Printer. 

Granovetter M (1973) The strength of weak ties. American Journal of Sociology 78, 1350-80. 

Granovetter, M. (1973). "The Strength of Weak Ties," American Journal of Sociology, 78 (6), 

1360-1380. 

Granovetter, M. (1985). "Economic Action and Social Structure: the Problem of 

Embeddedness," 

Grootaert, Christiaan, and Thierry Van Bastelaer. 2002b. ‘Introduction and Overview.’ Pp. 1-7 in 

The Role of Social Capital in Development, edited by Thierry Van Bastelaer. 

Melbourne: Cambridge University Press 

Hallen, B.L (2008). "The Causes and Consequences of the Initial Network Positions of New 

Organizations: From Whom Do Entrepreneurs Receive Investments?," 

Administrative Science Quarterly, 53(4), 685-718 

Hansen, M.T. (1999). "The Search Transfer Problem: The Role of Weak Ties in Sharing 

Knowledge across Organizational Sub-Units," Administrative Science Quarterly, 

44, 82- 111. 

 

Harrison, R.T, M. R. Dibben, and C.M. Mason (1997). "The Role of Trust in the Informal 

Investor's Investment Decision: An Exploratory Analysis," Entrepreneurship: 

Theory and Practice, 21(4), 63-81. 

Hazleton V. & Kennan, W. (2000). Social capital: re-conceptualizing the bottom line. Corporate 

Communications: An International Journal, 5 (2), 81-86. 

Hindle, K. (2009) Community & Entrepreneurship: an Analytical Framework Entrepreneurship 

& Regional Development (Special Issue on Social Entrepreneurship). 

Forthcoming Expected Publication date: Mid 2009 

 http://muse.jhu.edu/demo/journal_of_democracy/v006/putnam.html 

 

Hodges, H.E. and Kuratko, D. (2004). Entrepreneurship theory process and practice, (6th Ed.) 

South-Western College Publication, Canada. 

Hoy, F., McDougall, P. P., and Dsouza, D. E. (1992). Strategies and environments 

Ingram, P., and P.W. Roberts (2000). "Friendships among Competitors in the Sydney Hotel 

Industry," American Journal of Sociology, 106 (2), 387-424. 

Inkpen, A.,C. and E.W.K. Tsang (2005). "Social Capital, Networks, and Knowledge Transfer," 

Academy of Management Review, 30 (1), 146-165. 

Jack, S. L. (2005). "The Role, Use and Activation of Strong and Weak Network Ties: A 

Qualitative Analysis," Journal of Management Studies, 42, 1233-1259. 

Johanson, J., & Vahlne, J. E. (2003). Business relationship learning and commitment in the 

internationalization process. Journal International Entrepreneurship, 1(1), 83-

101.  

http://muse.jhu.edu/demo/journal_of_democracy/v006/putnam.html


International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  73 

Johnson, C.A. (2003). Information networks: investigating the information behaviour of 

Mongolia's urban residents. Unpublished doctoral dissertation, University of 

Toronto.  

Julien, P., E. Andriambeloson, and C. Ramangalahy (2004). "Networks, Weak Signals and 

Technological Innovations among SMEs in the Land-Based Transportation 

Equipment Sector," Entrepreneurship & Regional Development, 16 (4), 251-269. 

Kirigo  V.Wachira (2010) Factors Affecting Credit Financing of Small and Medium Enterprises 

in Kenya 

Kirigo W.V (2010). Factors influencing credit financing of small and medium scale enterprises: 

case of SMEs in Nyeri. Kenyatta University Publication (Nairobi) 

Kirk, J. (1999). Information in organisations: directions for information management, 

Information Research, Vol, 4, No.3. Available: http://informationr.net/ir/4-

3/paper57.html  

Klomp, L., Van Leeuwen, G. (1999). The importance of innovation for company performance. 

Netherlands Official Statistics, 14, Winter, 26-35.         

Kotey, B. and Meredith, G. (1997), “Relationships among owner/manager personal values, 

business strategies, and enterprise performance” Journal of Small Business 

Management, Vol  32 No.2, pp. 37-61 

Kotey, B., Folker.C. (2007). Employees training in SMEs: Effects of sixe and firms type. 

Journal of small Business Management. 45(2): 214-234 

Kothari .C.R. (2004) Research Methodology: Methods & Techniques, 2
nd

 Revised Edition. New 

Delhi India: New Age International (P) Ltd Publishers 

Kumar A & Francisco M (2007) Enterprise Size Financing Patterns and Credit Constraints in 

Brazil: analysis of Data from the Investment Climate Assessment Survey, World 

Bank Working Paper No 49 

Kumar, V., J. A. Petersen, and R. P. Leone (2010). "Driving Profitability by Encouraging 

Customer Referrals: Who, When, and How," Journal of Marketing, 74 (5), 1-17 

Ladzani, W. (2001). Small business development in South Africa under the majority rule:14th 

Annual Conference of Small Enterprise Association of Australia and New 

Zealand. Available: 

http://www.tsa.ac.za/corp/research/papers/wladzani2001small.doc  

Larson, G (1992). "Network Dyads in Entrepreneurial Settings: A Study of the Governance of 

Exchange Relationships, “Administrative Science Quarterly, 37(1), 76-104. 

Laumann, E. O. (1966). Prestige and association in an urban community. Indianapolis, IN: 

Bobbs-Merrill. 

http://maktaba.ku.ac.ke/cgi-bin/koha/opac-search.pl?q=pb:Kenyatta%20University%20
http://informationr.net/ir/4-3/paper57.html
http://informationr.net/ir/4-3/paper57.html
http://www.tsa.ac.za/corp/research/papers/wladzani2001small.doc


International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  74 

Li, S.X., and T.J. Rowley (2002). "Picking the Best Mates: Evaluating the Capabilities and 

Reliability of Interorganizational Partners," Academy of Management Journal, 45, 

1104- 1119. 

Lin, N. (2001a). Social capital: a theory of social structure and action. Cambridge: Cambridge  

Livingstone C. (2000). The Warren center innovation Lecture: The Warren Center for Advanced 

Engineering. 

 

Lumpkin, G.T., Dess, G.G. (1996). Clarifying the entrepreneurial orientation construct and 

linking it to performance. Academy of Management Review, 21 (1), 135-172.    

       

M.A Woldie, A. Patricia L., Adebimpe, A. (2008) Factors Influencing SMEs: An Exploratory 

Study of owner/ manager and firm Characteristics. Bank & Bank Systems Report, 

Vol.3 

Marques, C., Monteiro-Barata, J. (2006). Determinants of the innovation process: An empirical 

test for the Portuguese manufacturing industry. Management Research, 4 (2), 

113-126.  

McEvily, B., and A. Zaheer (1999). "Bridging Ties: a Source of Firm Heterogeneity in 

Competitive Capabilities," Strategic Management Journal, 20 (12), 1133-1156 

Miles, M.B. and Huberman, A.M. 1994. Qualitative Data Analysis: An Expanded Sourcebook. 

California: Sage Publications. 

Mira, K. (2006) Case studies of E-commerce adoption in Indonesian Smes.  The Evaluation of 

Strategic Use. Australian Journal of Information System. 14 (1): 69-80    

Molina-Morales, F.X., and M. T. Martinez-Fernandez (2010). "Social Networks: Effects of 

Social Capital on Firm Innovation," Journal of Small Business Management, 

48(2), 258-279. 

Mooi, E., and M. Ghosh (2010). "Contract Specificity and Its Performance Implications", 

Journal of Marketing, 74(2), 105-120 

Moyi, E. (2000). An analysis of the information-search process in micro and small 

manufacturing enterprises. Available: http://www.ipar.or.ke/dp15.pdf.  

Mponji, S. (2009). Ethics & Governance in SMEs. East Africa’s Experience      

Mugenda Olive. M & Mugenda Abel G (2003) Research Methods: Quantitative and Qualitative 

Approaches Nairobi, Kenya Acts Press 

Muijanack. J, Vroonhof.P And Zoetmer. J.S. 2003. Self employment and becoming an 

entrepreneur as a second career for dependent employees [On-line]. 

Available:http://ec.europa.eu/enterprise/entrepreneurship/support_measures/seco

nd_caree r/doc/second_career_eim_final_report.pdf [Accessed: 17 Sep.2006] 

Muritala Taiwo A, Awolaja Ayodeji M and Bako Yusuf A, (2012), “Small and Medium 

Enterprises and Economic Growth” Journal of Business Administration & 

Business Economics. Acta Universitatis Danubius. Œconomica, Vol 8, No. 3. 

Page 47 – 55. 

Muritala Taiwo A1, Awolaja Ayodeji M1 and Bako Yusuf A (2007) Impact of Small and 

Medium Enterprises on Economic Growth and Development American Journal of 

http://www.ipar.or.ke/dp15.pdf


International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  75 

Business and Management Vol. 1, No. 1, 2012, 18–22  

Murphy. M. (2012) Social Theory and Education Research: Social Theory Applied making ideas 

work in Educational research 

 Musimba P.M  (2012) The role of human and Social Capital in Internationalization of 

Information and Communication Innovativeness SMEs in Kenya 

 

Musimba P.M (2012) .The Role of human and social capital in internationalization of ICT SMEs 

in Kenya. 

Muteti, K. Factors affecting Uptake of Letters of Credit by SMEs in Kenya 

 

Nahapiet, J., & Ghoshal, S. (1998). Social capital, Intellectual capital, and the organizational 

advantage. Academy of Management Review, 23(2), 242-266. 

Newell, S., Tansley, C., and Huang, J. (2004 ) "Social Capital and Knowledge Integration in an 

ERP Project Team: The Importance of Bridging AND Bonding," British Journal 

of Management (15), p S43.  

Nick, P.A., Nelson. R.E. (1987) Small enterprises Development policies and Programs: Geneva. 

International Labor Office. 

Njau Elizabeth (2011) Factor Influencing Growth of Agribusiness SMEs in Kenya: Horticultural 

SMEs. 

OECD. (2005). Entrepreneurship centre takes off. The OCED Observer, 245 (November), 4. 

OECD (2005) OECD Manual: Guidelines for collecting & interpreting innovation 

3
rd

 Edition.  

Ojala, A. (2009). Internationalization of Knowledge-Intensive SMEs: The Role of Net-work 

Relationships in the Entry to a Psychically Distant Market, International Business 

Review, Vol. 18, No. 1, pp. 50-59.  

Okello-Obura, C., Minishi-Majanja, M.K, Cloete, L.M. & Ikoja-Odongo, J.R. (2008). Business 

activities and information needs of SMEs in northern Uganda: prerequisites for an 

information system. Library Management, Vol.4, No.5. 

Ozgen, E., and R.A. Baron (2007). "Social Sources of Information in Opportunity Recognition: 

Effects of Mentors, Industry Networks, and Professional Forums," Journal of 

Business bVenturing, 22 (2), 174-192. 

Papadopolous, N., Dennis, J., 1988. Inventory, taxonomy and assessment methods for 

international market selection. International Marketing Review 5, 38-51. 

Pirolo, L., and M. Presutti (2010). "The Impact of Social Capital on the Start-ups' Performance 

Growth," Journal of Small Business Management, 48 (2), 197-227. 

Podolny, J. M. (1994). "Market Uncertainty and the Social Character of Social Exchange," 

Administrative Science Quarterly, 39(3), 458-483 

Porter, M. (1990). The Competitive Advantage of Nations. Macmillan, New York.   

Putnam, R. D. (1995). ‘Bowling Alone: America’s Declining Social Capital’, Journal of 

Democracy 6:1, Jan, 65-78.  

Republic of Kenya (2005) Sessional Paper Number 2 of 2005 on the Development of Micro, 

Small and Medium enterprises for wealth and Employment Creation for Poverty 

Reduction Nairobi: Government Printer. 



International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  76 

Republic of Kenya (2012) Sessional Paper Number 10 of 2012 on the Kenya Vision 

2030.Nairobi: Government Printer. 

Republic of Kenya, (2010). Economic Survey. Nairobi Kenya. 

Reuber, R. A., Fischer, E., 1997. The influence of the management team's international 

experience on the internationalization behaviors of SMEs. Journal of 

International Business Studies 28 (4), 807-826. 

Roberts, P., Amit, R. (2003). The dynamics of innovative activity and competitive advantage: 

The case of Australian retail banking, 1981 to 1995. Organization Science, 14 (2), 

107-122.  

Robison, Lindon J., A. Allan Schmid, and Marcelo E. Siles. 2002. “Is social capital really 

capital?” Review of Social Economy 60: 1-24.  

Rodriguez .S.B, (2011) Psychic Distance its business impact and Modes of Coping: A study of 

Internationalizing British and Indian Partners SMES. 

Schumpeter, J. A. (1934). The theory of economic development. Cambridge: Harvard University 

Press.76 Social capital for knowledge management. 

Schumpeter, J. A. (1939). Market Enterprise and Evolution. Cambridge: Harvard University 

Press. 

Seevers, M.T., Skinner, S.J., and R. Dahlstrom (2010). "Performance Implications of a  Retail 

Purchasing Network: The Role of Social Capital", Journal of Retailing, 4, 310-

321. 

Shane, S., and D. Cable (2002). "Network Ties, Reputation, and the Financing of New 

Ventures", Management Science, 48, 364-381. 

Stam, W., and T. Elfring (2008). "Entrepreneurial Orientation and New Venture Performance: 

The Moderating role of Intra-and Extraindustry Social Capital," Academy of 

Management Journal, 51 (1), 97-111. 

Thierry, V.B (1999) Imperfect Information, Social Capital and the Poor's Access to Credit 

University of Maryland - Center on Institutional Reform and the Informal Sector 

(IRIS) IRIS Center Working Paper No. 234  

Trusov, M., Bucklin, R., and K. Pauwels (2009). "Effects of Word-of-Mouth Versus Traditional 

Marketing: Findings from an Internet Social Networking Site", Journal of 

Marketing, 73(5), 90-102. 

 

UNIDO. (2005). Available: www.sme.gcn.gov.hk/smeop/english/service.cfm  

Uzzi, B. (1997). "Social Structure and Competition in Interfirm Networks: The Paradox of 

Embeddedness," Administrative Science Quarterly, 42 (1), 35-67. 

Varis, M., & Littunen, H. (2010). Types of innovation, sources of information and performance 

in entrepreneurial SMEs. European Journal of Innovation Management, 13 46-61. 

Villanueva, J., Yoo, S., and D. Hanssens (2008). "The Impact of Marketing-Induced Versus 

Word-of-Mouth Customer Acquisition on Customer Equity Growth", Journal of 

Marketing Research, 45(1), 48-59. 

Vissa, B., and A.S. Chacar (2009). "Leveraging Ties: The Contingent Value of Entrepreneurial 

Teams’ External Advice Networks on Indian Software Venture Performance," 

Strategic Management Journal, 30, 1179-1191. 

http://www.sme.gcn.gov.hk/smeop/english/service.cfm


International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  77 

Warner, E.S., Murray, A.D., & Palmour, V.E. (1973). Information needs of urban residents. 

Baltimore, MD: Regional Planning Council. (Final Report Contract No. OEC-0-

71-4555) 

Waweru .C.M, (2011) Factors affecting strategic planning in Small and Medium enterprises in 

Kenya 

Welch, D., Welch, L., 1996. The internationalization process and networks: A strategic 

management perspective. Journal of International Marketing 4 (3), 11-28. 

 

Westerfield, R. W, Ross S A and Jatle J (1999), Corporate Finance, 5
th

 edition, Irwin and 

McGraw-Hill, Boston. 

Wiedersheim-Paul, F., Olson, H. C., & Welch, L. S. (1978). Pre-Export Activity: The First Step 

in Internationalization. Journal of International Business Studies, 9(1), 47. 

Wiklund, J. (1998). Entrepreneurial orientation as predictor of performance and 

entrepreneurial behavior in small firms: Longitudinal evidence. In P. D. Reynolds, 

W. D. 

Woldie Atsede , Patricia Leighton , Adebimpe Adesua (2008). Factors influencing small and 

medium enterprises (SMEs): An exploratory study of owner/manager and firm 

characteristics; Banks and Bank Systems, Volume 3, Issue 3, 2008. 

Wong, C., Psychic Distance and Internationalisation among Hong Kong Chinese Family 

Businesses, Unpublished PhD thesis, University of Hong Kong 2002. 

 Woolcock, Michael. 1998. “Social capital and economic development: Towards a 

theoretical synthesis and policy framework.” Theory and Society 27: 151-208. 

Wong, S.S., and W.F. Boh (2010). "Leveraging the Ties of Others to Build a Reputation for 

Trustworthiness among Peers," Academy of Management Journal, 53(1), 129-

148. 

World Bank (2000), Promoting SMEs for Development 

 

World Bank (2002), Beyond Relationship Banking. 

 

World Bank (2008), Doing Business Database. 

 

World Bank (2010), World Economic Forum. 

World Bank (2012), Doing business in a more transparent world 

Yli-Renko, H., and E.Autio (1998). "The Network Embeddedness of New, Innovativeness-Based 

Firms: Developing a Systemic Evolution Model," Small Business Economics, 

11(3), 253-268. 

Yongo David T. (2011) Factors Hindering Growth of Micro and Small Business in Kenya. 

 

Young, N. (2009) Understanding the Research Process and Methods. An Introduction to 

Research. Las Vegas: Acts Press 

Zhou, L., W.P. Wu, and X. Luo (2007). "Internationalization and the Performance of Born 

Global SMEs: The Mediating Role of Social Networks," Journal of International 

Business Studies, 38(4), 673-690. 



International Journal of Social Sciences and Entrepreneurship   Special Issue 2, 2014 

http://www.ijsse.org        ISSN 2307-6305                      Page |  78 

Zhou, Min and Carl L. Bankston III Growing Up American: How Vietnamese Children Adapt to 

Life in the United States New York: Russell Sage Foundation, 1998. ISBN 978-0-

87154-995-2. 

Zilberman D (2005) Innovativeness, innovation and Entrepreneurship .Paper presented at 

Summer St. Petersburg State University. 

http://en.wikipedia.org/wiki/Min_Zhou
http://en.wikipedia.org/wiki/Carl_L._Bankston
http://en.wikipedia.org/wiki/Growing_Up_American
http://en.wikipedia.org/wiki/Special:BookSources/9780871549952
http://en.wikipedia.org/wiki/Special:BookSources/9780871549952

