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ABSTR{CT

In lna*y cr:untries, mi$ro and srnall enterprises are rec*gnized for ti;eir sontribution tciuards
*cot.tomic Ear+'th- generatior': of er::ptro3.rlenf opp*rtlulitie,s and enha:reing *ornpetitiveness. It
is estisrated that.there were i:etw-er;n 4l* nrilli*n anct 4?-: rnillion infbr:nal e*terprises gloha11y
in ?015. These etterpnses rrere estirnated to +ontdtrute i:etwcen 6* ard 7i) per cenl of gi*bal
g3:*ss d*ruestic prr:ri*ct by 2015. fur spite o{ the previ:lence cf these erfrrprises and theil large
einplnvnrent creatic* p*tential, onl_1, 6;* p*r ce.rt *f"tl-rese r-nt*rprises glo*, and graduale tr:r

elnpi*v t"rt*re tltar: tett etnpl*rees gl*i:all1,. The rest either staE:ate or ilie befole reacl{ng their
tittrd anniversarn. ir Kenva. lt is eitrfi]ateii that tir*r* lvere 7.-18 *rillion iricro a-riri strrali
ente-rprists, eniploying 14.X ruilli*n vr:*rk*rs in 2il15. 'fhese enterprises, Iiorvever. continne to
experience i:igh r**rtaiity rates ra,itl: aa esti*rat*d 46 per cert *f tl-re er"rterprises *l*sing d*rvn
within their lirst 1'ear ot'r:peration. Thus, the nlimerous micro and small enterprises ale
cliira{lterized b"v high deatli rates andjob r.hrrning aliudrng ta the niargi*al natrre af tlie"}rbs
rirat the3' sleat*. One !l'c.,.lh chaiienge tacing:rlicr* an,J s*rell e*terprise: in Kenl'a is lacl, r':f
r:arkst flcr tireir pro<lucts arrd higir l*eal cornpetitisn as citecl by 3? per cent of th*
**nersiop*rators cf tlrese enterprises. fuEr*r,atiat capabllity' shrelies argue that a iirrn's
illn*valic* capabilit-v pror,ides it ri,ith iln ilpilofiuiliry,tr: irtrocitrce ns\r products and prcductiori
pr$cesses thus cpening ritr) ile1v markef *pportunitics. Erupiricatr evidence on tlre i*le that
imrovatic* ptra3,s in tlre growtli oi rnicto and srnall enterprises in Kenya. hor.vever. rernaits
rlitricrlll. fhis stud,u-, thereli:r*- iavestigxfed the role plarv*d bl. irm*vative capai:ilit-v toward
.-si:x.tit of tniclc arrd srnall enterprises i* Kenva. Specificaltry" tlre studrv anal_vserl lactclrt
irrfl*encing iixt*r,'ati*s rle:crsii:ns. iriei'rsitv. capabitrity and h*w successful inuolatiori
:nf'lnenced grou'tir *f rlicro and *qrnall eirterprises. It made use *f innovation capabiiitv
ir:dicat*rs c*llected fhrtugh a Ea{iCIr}al err:ss-se{rtio*a} suney *f 575 u:icr* and smail
;ilici'iii i:cS ii: l0 I .l ..\ii z,tigiiiented i'ectii'siir ti.)iiuitrciiiu irirrdci tl os iiscd tu cstiiiiatc tlic liiik
Lretrueer in*ovatii:n r:apabilitv and the gr*vtir *f micr* ard smali **telprises. 'fhe study fi:rNrd
rhat the k*y 6t1or* i*fl*e::citg micrc) a*d small *nterpds*' i*n*r,ati*n decisi**s, inte*sity ir*d
'Llllrr-)111es include irnar.'atir* *xpenditurc p*r rvi:rker, physical capit*l intensit_v, skiiled lahcir

:speciall,l'ti-rr productian r,',o*lers. affiliat'ion statrs, propor-tron *f-dq:rtestic o*,riersirip amd age.
,ii iire *t?e*t *f inncvation c* micr* and straitr snter$rises' .grolvth, a kev {'indir:g af the studt
'.:-i tltai there rvas no sulficient empirical *rdden$e to stlpp*rt the idea that inncvati*r:
r,,irlriiit3'iniiuences rnicr* a*ri strtall flilteryrise grouth in trnns *t-emplorvrnent. T'he str;d_v.
\'.ei,e1', found ernpirical evidenee ltriat links inien: an<i srnall enterprises' innovatn,e

.,;r.t'iriliry- and the sales grcu,th. The studl*," ttteref,ore. rec*mraended that Governsrent sliould

";i1e 
teclxucal training targeteci at implo-,,irg micro and s:nsl1 eaterprise prcduciicn w,*rters

- .. pursue sft'ategie* airneri *t braadeni*g miclo anei s*raii ent*rprises access tc c*pirai.
:Jc si:arecl ptrysical capital i*ftastruclur* thrc:ugh sharer! s,'ork sites and impr*r"e tlt*se

. ,'lr-1scs access to inloniratirxr and teclxrr:l*gy r:orux*nici$iffi. Meanr-r,hile rnicrc and sn-iali

. ' :.-.:r'iie S ar:d *ther lalger euterprises should endeavorr tc collaborats, acquire intellectual
r rri\ i:ight$ for their innr:vatir:ns arrd *tI*r targ*ted and tajlor r-narie training fr:r th*ir
' -ir,--'q lrt'ei tr*rkers.
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