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abstract: About 99% of all the enterprises in the world are small or medium enterprises characterized of start up firms at the infant stage or well
established SMEs. SMEs are essential in all economies especially to the developing countries characterized by major unemployment and income
distribution challenges. In Kenya, SMEs are essential to the economy for which they are considered the main drivers. There are about 7.5 million
SMEs in Kenya providing employment and income generating opportunities to low income sectors of the economy. The official policy framework of
SMEs in Kenya is contained in the Sessional Paper No 2 of 2005: Development of Micro and Small Enterprises for Wealth and Employment Creation
for Poverty Reduction. The policy forms the basis for enacting the SME Act which institutionalizes SME policy in Kenya (Syekei & Opijah, 2012). The
contribution of the SMEs sector to the Gross Domestic Product (GDP) in Kenya increased from 13.8 percent in 1993 to about 40 percent by 2008. The
sector further provides approximately 80% of the total employment and contributes about 92% of the new jobs created within the economy. The
sector serves as the bedrock for industrializing the country in the future (Capital Markets Authority, 2010). In the developing countries such as Kenya,
with large informal or micro enterprise sectors, SMEs constitute the middle of the size range, hence their strategic importance. SMEs are
considerably more complicated in terms of the organizational structure as opposed to microenterprises but less complicated as opposed to large
corporations with layers of management and...
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