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Background of the Study

I. Youth Owned Enterprises in Kenya
Importance of MSE finance is widely recognized. Access to 
finance and business development and support services provides 
growth opportunities for the businesses. The Fund was started by 
the government to stimulate business start-ups and growth among 
the youth at the constituency level. MSEs are increasingly seen 
as playing an important role in the economies of many countries. 
Thus, governments throughout the world focus on the development 
of MSE sector to promote economic growth (1) MSEs currently 
evolve in complex business environments, characterized by 
globalization, the internationalization of markets and the need 
for greater efficiency, effectiveness and competitiveness based on 
innovation and knowledge(2). Empirical research has suggested 
that firm growth is determined not only by the traditional 
characteristics of size and age but also by other firm specific factors 
such as indebtness, internal financing, future growth opportunities, 
process and product innovation and organization changes. It is 
therefore imperative that governments need to pay increased 
attention to MSEs and try to create a business environment 
that will be beneficial to MSE development (2). (3) argue that 
facilitating access to credit and business development services 
and promoting formalization by the government, are likely to 
increase firm growth. In recent years, limited research has been 
carried out to identify and examine a range of approaches under 
the fundamentals of resource orientation that MSEs can adopt 
to achieve superior firm performance. This study will therefore   
focus on resource orientation and attempt to examine how such 
approaches help improve the performance of youth owned MSEs 
in Kenya.  

II. Theoretical and Empirical : Literature Review

A. Net Operating Income Theory 
Net operating income theory explains that use of higher debt 
component (borrowing) in the capital structure it increases the 
risk of shareholders. Increase in shareholders’ risk causes the 
equity capitalization rate to increase, i.e. higher cost of equity. 
Higher cost of equity nullifies the advantages gains due to cheaper 
cost of debt. 

B. Human Capital Theory 
Human Capital theory explains entrepreneurial outcomes of an 
individual’s knowledge to the economic value to a firm. Education 
provides a source of human capital because it enables individuals 
to gain explicit knowledge necessary for task performance 

C. Skills Theory
As defined by Katz in 1955, ‘Technical skill is knowledge about 
and proficiency in a specific type of work or activity. It includes 
competencies in a specialized area, analytical ability, and the 
ability to use appropriate tools and techniques’. Technical skills 
play an essential role in producing the actual products a company 

is designed to produce. Having appropriate technical skills signify 
that the person is competent and knowledgeable with respect to 
the activities specific to an organization, the organization’s rules 
and standard operating procedures, and the organization’s products 
and services.
(4) did a study on developing an organization competencies 
framework for SME(s) in Thailand.  The study shows the 
results of the surveys to 770 SME(s) across three business 
types: manufacturing, trading and services. The results showed 
that SME(s) give priority and importance to planning, cultural 
awareness and decision-making/problem-solving competencies 
while stakeholder management and leadership competencies are 
least importance. It was found that organization competency is one 
of the important factors contributing to corporate performance. 
It is increasingly important and became a major focus on human 
resources department. Competency within the firms can be either 
buy or build. Current practice, multinational companies prefer to 
buy in competency through either buy talents from competitors 
or merge and/or acquisition with the aim of getting required 
competency in place.
 (5) sought to investigate selected factors perceived to influence the 
performance of women-owned small micro enterprises in Kenya. 
The factors studied included credit and dividends accessed from 
table banking groups, entrepreneur’s experience, and education 
levels of women entrepreneurs and income of women entrepreneurs. 
The study adopted cross-sectional survey design and sample of 225 
women entrepreneurs who participate in Village Saving and Credit 
Associations from Nakuru Town Kenya was used. The study found 
that all the women entrepreneurs had attained formal education 
with majority 43.6% having attained secondary education. Results 
also revealed that Ordinal logit regression model (OLR) had 
Pseudo R2 of 60.2% and 49.3% which was above the statistical 
threshold of 20%.This implied that the selected factors income, 
credit and education level of the respondents influenced positive 
changes in the net profits and capital of Small Microenterprises 
(SMEs). Based on the study findings, Village Saving and Credit 
Associations were identified as one of the effective strategy that 
can enable more women entrepreneurs in the rural and urban areas 
to access affordable credit.
(6) sought to assess the factors that affect the performance of 
women entrepreneurs in MSEs. It also addressed the characteristics 
of women entrepreneurs inset and their enterprises and the 
supports they acquire from TVET colleges/institutes. A sample 
of 203 women entrepreneurs engaged in 5 sectors was taken for the 
study using stratified and simple random sampling. In the process 
of answering the basic questions, questionnaire that include 
demographic profiles, characteristics of women entrepreneurs 
and their enterprises, factors that affect the performance of women 
entrepreneurs inset and supports MSEs acquire from TVETs was 
designed in a closed ended and likert scales. Moreover, interviews 
were held with top officials of MSEs, micro finances and TVET 
educators. After the data has been collected, it was analyzed 
using simple statistical techniques (tables and percentages) and 
descriptive statistics (mean and standard deviations).The results 
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of the study indicates the personal characteristics of women 
entrepreneurs in MSEs and their enterprise affect their performance 
.It also shows that lack of own premises(land),financial access, 
stiff competition, inadequate access to training, access to 
technology and access to raw materials were the key economic 
factors that affect the performance of women entrepreneurs in 
MSEs. The study also found that conflicting gender roles, social 
acceptability and ,network with outsiders were the major social 
factors that affect these entrepreneurs .Furthermore, the main 
legal/ administrative factors include access to policy makers, high 
amount of tax and interest, bureaucracies and red tapes, and over 
all legal and regulatory environments. The study also found that 
even though TVETs provide technology, machine maintenance, 
technical skill training and facility supports, co operations in 
the areas of business related trainings are poor. Based on the 
major findings, recommendations were forwarded to existing 
and potential entrepreneurs, MSEs, Micro finances and TVET 
educators.
(7) sought to investigate factors influencing the performance of 
youth owned micro and small enterprises. The study adopted 
descriptive research design where the respondents were requested 
to describe the circumstances facing their business operations. The 
target population of the study was 1182 enterprises within Kiambu 
Town that were owned by youths. The study selected 10% of the 
population which gave a sample size of 122 respondents. A semi 
structured questionnaire was used in data collection. The completed 
questionnaires were coded, entered into SPSS and presented using 
frequency tables and percentages. The study concluded that socio-
cultural factors affect the performance of youth owned enterprises. 
The culture of the entrepreneurs had a large effect on thinking 
of the youth and the kind of businesses they engage in. Youth 
perception on entrepreneurship depended particularly upon their 
personal environment. The study also established that education 
training and skills affected the performance of the enterprises. 
Access to finance and credit facilities influenced performance 
youth enterprises to a great extent. Competition determines 
the performance of the youth owned enterprises because of its 
effects on the ability of the businesses to cover their operational 
costs. Further access to market influences the performance of the 
youth enterprises due to the fact that many a times the youth have 
limited or no access to timely, simplified, production technology 
and government regulations they are unable to perform and 
survive in the fast changing, increasingly globalized and highly 

competitive environment. This study therefore recommends 
that the entrepreneurs continue observing the socio-cultural 
dynamics for example land inheritance issues in forecasting 
their business performance. This study recommends that the 
youth entrepreneurs be trained on business management skills 
including entrepreneurship and the general reputation, acceptance 
and credibility of entrepreneurs in society would help to overcome 
these challenge. The study further recommends that Microfinance 
institutions continuously engage the youth entrepreneurs in 
providing finance and entrepreneurial knowledge to the poor in 
the society as this would lead to creation of jobs and reduced 
poverty levels in a country. The study also recommends that the 
Government provides more space for entrepreneurs to work from. 
The study finally recommends that more cheaper and efficient 
marketing strategies be advocated among youth entrepreneurs to 
improve their reach to their customers.

III. Research Methodology
A correlation research design was used in this study focusing on 
the youth owned MSEs from Kiambu and Nairobi Counties who 
formed the population of the study.

IV Population and Research Instrument, Data analysis
 A sample population of 384 respondents was used to collect data 
using a questionnaire. Data was analyzed using SPSS to describe 
the relationship between resource orientation and the performance 
of youth enterprises. 

V. Discussion of Study Findings and Results
The relationship between resource orientation and firms’ 
performance was established by linear regression analysis.

A regression model in equation below was used to estimate the 
relationship between the resource orientation variable and the 
firms’ performance;
FP=βo+β1RO +ε Where; 
FP= Firms’ performance 
β0= Constant term associated with the regression model,
β1= coefficient of independent variable, firms performance
ε= Error term associated 
RO = Resource orientation, independent variable
With the use of linear regression analysis, the study proceeded to 
establish the effect of resource orientation on firms’ performance 

which resulted to model summary table below 

Model Summary Table

R R Square Adjusted R 
Square

Std. Error of the 
Estimate

Change Statistics

R Square Change F Change df1 df2 Sig. F Change

.681a .464 .461 .70882 .145 40.928 1 241 .000

The model summary table presents values for the coefficient of correlation, R and the coefficient of determination, R2. The coefficient 
of determination indicated by R value equal to 0.681 indicates that resource orientation there is a positive and moderately strong 
correlation between resource orientation and firm’s performance. R square value equal to indicates that resource orientation explain 
up to 46.4% of the  variations on firms performance variations with up to 53.6 % of the variations explained by other factors not 
incorporated in the model.

A review of the Anova results table reveals that resource orientation significantly influence performance of youth owned firms with 
p value equal to .000 which is less than .05 significance level. The significance results indicate that statistically, the model applied 
can significantly predict the outcome of the dependent variable. 
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ANOVA Results Table
Model Sum of Squares df Mean Square F Sig.

1
Regression 20.563 1 20.563 40.928 .000b
Residual 121.084 241 .502
Total 141.647 242

VI. Coefficients Results Between Resource Orientation 
and Firms’ Performance 
The positive coefficients results as indicated below reveals that 
resource orientation and firms’ performance move in the same 
direction and that a unit increase in the resource orientation  leads 
to a 0.681 units  increase in the firms performance among the 
youth enterprises in Kiambu and Nairobi counties.

Coefficient  Results of Resource Orientation and Firms’ 
Performance

Unstandardized 
Coefficients

Standardized 
Coefficients

t Sig.

B Std. 
Error Beta

(Constant) 1.497 .205 7.301 .000
Resource 
Orientation .681 .073 .381   9.328 .000

Evaluating the Model Predicted for resource orientation 
and firms performance 
On ascertaining that there is a positive relationship existing 
between resource orientation and firm’s performance, a model 
based on study data was fitted.

FP= 1.497 + 0.681RO

VII. Conclusion 
The study established that there is a positive and significant 
correlation between the resource orientation  and  firms 
performance. The positive coefficient of the resource orientation  
implied that resource orientation  and the firms performance  move 
in the same direction. The beta coefficient of resource orientation 
indicated that resource orientation move in the same direction with 
the firms performance and contributes significantly to the model as 
indicated by a p value of .000 less than 0.05 confidence level.

VIII. Recommendations
The resource orientation prescribes key underlying factors 
facilitating per as well as the nature of expansion and investments 
to undertake. This means that aggressive  resource orientation 
strategy is key to the youth owned enterprises and need to be 
reviewed constantly to keep the firms positioned resource wise 
even during periods of stress occasioned by changes in business 
dynamics. Strong human capital resource endowments   buoyed 
by adequate financial muscles will enable the firms participate 
in beneficial mergers and acquisition, regional expansion, robust 
technology as well as navigating into new but high net worth 
market frontiers requiring massive investments which in turn 
drives their holistic performance. Management of youth firms need 
aggressive drives to shore up their resources  with consideration 
of various variables governing varying sources of funds. The 
firms need to ensure that the staff are well trained and that they 
have capacity to deliver the business strategy as envisaged by the 

owners. This is particularly possible in circumstances where the 
firms participate in regular forums and business conferences where 
the participants are able to discuss critical success factors affecting 
entrepreneurship among them the market trends, leadership and 
governance, resource mobilization etc. Sound resource capacity 
will enable the firms tap into the evolving opportunities riding on 
the fast mover advantage. It also enables them to deploy robust IT 
platforms enhancing their operational efficiency while expanding 
their market territories through green field and acquisitions 
strategies.
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