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Abstract 

 

In most market economies, except the most flexible and deregulated, there are significant 

barriers to business growth. The study shows that, there is need to give attention to the set of 

barriers which hinder the growth of small enterprises which have the great capacity to provide 

employment and bring in innovations as well as new technologies. Because of that, the purpose 

of this paper is to develop model for understanding the barriers to small enterprises growth. To 

achieve this objective, the researchers identified the barriers to business growth in small 

enterprises and examined whether Government policy supports small enterprises growth. 

 

Different theories to small enterprises growth were discussed to build foundation for 

understanding topic and mode development. Through these theories and findings of previous 

studies, financial barriers, social barriers, external barriers, organizational barriers and legal or 

institutional barriers were identified. The identification and measuring impact of these variables 

is crucial for developing policies so as to create friendly environment towards small enterprises 

growth in Maputo. 

 

To answer research question, the study is quantitative approach was applied and deductive 

approach adopted. With deductive approach, hypothesis was tested by using Software Program 

for Statistical Science. Data were collected through self administered questionnaires, in 

particular, internet questionnaires from 30 small enterprises in Maputo. The results show that, 

there was no significant statistical evidence to accept hypothesis, and therefore, there is need to 

increase the sample size.  

 

From empirical observations, the researchers can conclude that financial barriers, institution or 

legal barriers, external barriers, social barriers and organizational barriers to growth are still 

active On the other hand, Mozambican government assist the growth of small enterprises in 

Maputo in various ways particularly, tax reduction, simplification of tax reporting system, 

improved access to seed and venture capital financing, technical issues, financing resources, 

improved access to research and development expertise, and development of entrepreneurial 

climate. The reason behind was that, Mozambique small enterprises growth rates is 

unsatisfactory meaning that small enterprises have low contribution to economy. Mostly is due to 

the fact that majority of small enterprises in the country have limited capital and opportunities 

for growth. SMS contribute less than half of formal employment in the formal sector and 41% of 

gross business turnover. Based on that, the Government indentified this as a problem area as 

SME growth is vital for more inclusive and sustainable economic growth. Therefore, a number 

of key developments in policy should be made to improve its commercial environment.  

 

Key words:  Barriers, Development, Growth, Maputo, Mozambique, Small Enterprise/business.  
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CHAPTER ONE 

 

1.0 INTRODUCTION 

 

This chapter introduces the topic on barriers to business growth in small business in Maputo, the 

capital city of Mozambique. Its purpose is to give the reader an overview of the content of the 

study. The chapter contains the background of the research that leads to problem and purpose of 

this thesis. In addition to that, the chapter will present research questions connected to specific 

study objectives, limitations and scope of this thesis.  

 

1.1 Background  

In most market economies, except the most flexible and deregulated, there are significant barriers 

to small business growth. For example in UK, the important issues have been highlighted in a 

report by the Federation of Small businesses entitled “Barriers to Survival and Growth in UK 

Small Firms” (Bartlett & Bukvić, 2001, p.5). It shows that transition economies are expected to 

face more severe barriers to growth of SMEs. Therefore, there is a need to give attention to the 

set of barriers which hinder the growth of potentially fast growth firms which have the greatest 

capacity to provide employment and bring in innovations as well as new technologies. These 

barriers are both internal and external to the firm. Barriers to growth hinder the rapid 

redeployment of labor from the old unproductive large firms to the emerged small firms in 

private sector. Consequently, growth may be below the potential of the economy, and increase 

unemployment more than it need be. Furthermore, barriers to growth may block the transition to 

a competitive market economy (Bartlett & Bukvić, 2001, p.5). 

 

One of the significant characteristics of a flourishing and growing economy is a growing small 

and medium enterprises (SMEs) sector. SMEs play an important role in the development of a 

country. SMEs contribute to economic development in various ways, by providing desirable 

sustainability and innovation in the economy as a whole, and in addition to that, a large number 

of people rely on the small and medium enterprises directly or indirectly (Krause et al., 2008,p. 3) 

. 

SMEs are different from large scale enterprises in three main aspects, these being uncertainty, 

innovation and evolution. A source of uncertainty for small enterprises is their limited customer 

and product base. Another source of uncertainty relates to the much greater diversity of 

objectives of the owner of small enterprises, compared with the large ones. Many small business 

owners do not have to concern themselves with reporting their actions to external shareholders. 

This contrasts with large firms which emphasize the importance of control (Storey, 1994, p.11). 

A second area of difference between small and large firms is their role in innovation. SMEs are 

more likely to introduce new innovation than larger firms; this is often because SMEs have less 

commitment to existing practices and products. SMEs, however, are much less likely to 

undertake research and development than a large scale enterprise, and are even less likely to have 

a high proportion of its staff concerned exclusively with research (Storey, 1994, p.12). The third 

great difference between SMEs and large scale enterprises is the much greater likelihood of 

evolution and change in SMEs. The structure and organization of an SME is more likely to be in 

a state of change as the company moves from one stage to another, than in the case for large scale 

enterprises (Storey, 1994, p.12).   
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According to the United Nations Industrial Development Organization (UNIDO), for developing 

countries, integration into the global economy through economic liberalization, deregulation, and 

democratization is seen as the paramount way to triumph over poverty and inequality. Important 

to this process, is the development of a strong private sector, in which small and medium 

enterprises can play a central role (Arndt et al., 2000, p.307). 

Despite of its huge importance, little attention has been paid to the SME business environment, 

which is crucial in stimulate development of SMEs. Hence, identifying and measuring impact of 

these variables is crucial for developing policies so as to create friendly environment towards 

small enterprises growth (Krasniqi, 2007, p.71-72). 

In summary, from the literature research, the researchers found a knowledge gap of the current 

research studies regarding barriers to small business growth. Accordingly, the model is developed 

and examined through our empirical findings. The research area will be focused in small 

enterprises operating in Mozambique since the researchers come from Africa and one of them is a 

Mozambican and therefore, will be used as point of contact to the field. Finally, the contribution 

of this research will be useful for policy makers and manager for small enterprises who aims to 

grow.  

1.2 Research Questions 

Research questions of this thesis are classified to be main research question and sub research 

question in the following subsections; 

 

1.2.1Main Research Question  

 

Since the world economic recession of 1989 to 1991, most of the national economies have 

experienced below average rates of business growth (Davidsson, Kirchhoff, Hatemi, Gustavsson, 

2002.p.2). Currently, it is well recognized that Small and Medium Enterprises are the engines of 

economic growth through creation of employment, technological innovations, contribution to 

GDP and other aspects of social and economic development. The significance of their role 

emerged, particularly in developing counties, because of their ability to resolve some of 

economic problems arising from the transformation process from centrally planned to the market 

economy (Krasniqi, 2007, p.71). Despite of its huge importance, recent literature shows that 

SMEs are not always able to generate more employment, better labour conditions and have a 

greater impact on poverty reduction than larger firms (Borgarello et al., 2004, p.6). Based on that, 

the researchers are enthusiastic in determining “What underlie the difficulties of small 

enterprises growth”? 

 

1.2.2 Sub Research Question 

 

As discussed above, it is generally accepted that small and medium enterprises (SMEs) are the 

engine for growth in a given economy. Therefore, the need to formulate and effectively 

implement policies that are geared toward the development of SMEs has become a serious issue 

in the programs of policy makers. Hence, the researchers have come up with the following sub-

question; “How does government Policy strengthen small enterprises growth?” 
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In the main research, the researchers aim to understand the barriers towards small enterprises 

growth. Since any business is guided by Policy of a particular Government and enterprise 

performance has impact on the Government economy, therefore, the researchers have come up 

with sub-research question to gather information regarding the way Government Policy may 

support small enterprises growth. This will enable the researchers to utilize this research result to 

suggest an appropriate guideline for business managers and policy makers. 

 

 

1.3 Study Objective 

The aims of this study are the following; 

- To identify the barriers to business growth in small enterprises. 

- To examine whether Government policy supports small enterprises growth. 

The main objective of this thesis is to develop model for understanding the barriers to small 

enterprises growth. To achieve this objective, the researchers have to identify the barriers to 

business growth in small enterprises and to examine whether Government policy supports small 

enterprises growth. 

 1.4 Research Contribution  

 

This research is addressed to policy makers and business managers. It is based on the assumption 

that understanding barriers faced by small enterprises could help policy makers in developing 

policies so as to create friendly environment towards small enterprises growth. Also it helps 

managers to understand setbacks to their businesses.  

 

Therefore, these results are significant to policy makers who concern with developing policies so 

as to create friendly environment towards small enterprises growth. Also it is crucial to managers 

to understand barriers that hinder their businesses to grow that provide opportunity to perform 

better.  

 

1.5 Limitations of the study  

Time factor 

 

Time is one of the limitations for this thesis. With the time frame for this study, the researchers 

can only use resources and/or data that have been available. Therefore, this may affect size and 

quality in writing such a huge topic in business growth. 

Language  

 

Language problem was encountered during the entire research process. Most sources of 

information such as websites are in Portuguese. The language spoken in Mozambique is also 

Portuguese. Hence the authors relied on materials which are in English because only one of the 

authors is fluent in the language. This limited choice of materials to support the study since most 

of relevant information for the study is in Portuguese.  
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Distance 

Distance of researcher from the research field is another problem encountered during the study. It 

limited the methodological choices in collection of data whereby they had to rely on the use of self 

completion questionnaires as a resolve. It was not possible to use other method like interviews which 

would strengthen this study. If the researchers were on the field, collection of data would be less 

difficult, hence increasing the sample size.   

 

1.6 Scope of the study 

This study is divided into six chapters.  

 

The first chapter is introduction and definition of the problem. It gives the reader the background 

of the study, problem statement, research questions and the purpose of the study, contribution of 

the study, limitations as well as scope of the research project. 

 

Chapter two covers methodology used in this study. It is the part where the researchers have 

defined and explained methodology choice and the reason for the particular method of choice. It 

includes preconceptions, methodological assumptions, research strategy, research design, 

research instruments, data collection methods, reliability and validity, ethical considerations and 

how the data was analyzed.  

 

Chapter three deal with literature review. This part clarifies the study in proper and clear way so 

as the reader could understand more about the topic. It is the part that provided theories that 

guided the whole thesis as well as research questions.  

 

The fourth chapter is the empirical observations on small enterprises in Maputo. This chapter 

gives findings which were obtained in the study based on the methodology chosen by researchers 

on the methodology chapter (For this paper is chapter two). In this study, data were processed by 

using Software Program for Statistical Science (SPSS) and results were presented in percentage.  

 

The fifth chapter is discussion. In this chapter, discussion of the study is based on result presented 

on empirical observations chapter with support of theory guiding the study.  

 

The last chapter deals with conclusions, recommendations, caveats and further research. Findings 

are given with regards to presented problem and theories that guides the study. In addition to that, 

possible solutions for the problem are presented. Also in this part, authors highlight the areas 

which were not covered in this study and /or need further investigations. This gives future 

researchers the opportunity to broaden the knowledge or field of study. At the end of the study, 

references that were used in this work and appendices are presented.  
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CHAPTER TWO 

2.0 RESEARCH METHODOLOGY 

In this chapter, definitions and explanations concerning methodological choices for this thesis are 

presented. 

2.1 Preconceptions 

In this part, the researchers present the motive for their interest in studying this research topic, 

barriers to business growth, a study on small enterprises in Maputo. Since both of us are master 

students in the Business Development and Internationalization program, our area of interest is 

studying and searching for the way to overcome obstacles towards developing a successful 

business. Our concept was inspired from one of our core courses (business analysis), where by 

most of entrepreneurs starts business but they face barriers to grow.  

Furthermore, in course work the researchers read and analyzed various case studies of the well-

known successful businesses, it was found that they also faced barriers in their growth process. In 

overcoming these barriers, government policy may either in favor of them or not. Based on that; 

the researchers assumed that, all enterprises fall in the same development process so this study 

will be done in Maputo.   

2.2 Methodological Assumptions 

In this section, the researchers present choice of assumptions that are associated with this thesis. 

The selection of assumptions is very crucial since they present to the reader the way the 

researchers view the world. These assumptions have influenced research strategy and method 

selection for this study. The researchers in this research are aware about the commitment on 

choice of research strategy because has significant impact on what they do and understand of 

what they are investigating. Following that, the researchers of this study, explain the terms that 

relate to the development of knowledge as well as the nature of that knowledge, however, it may 

be difficult for reader to understand this statement when is reading for the first time. It is regarded 

as development of knowledge because the study focus on particular field in business growth and 

the purpose has the ambition of answering specific problem facing small enterprises in Maputo 

(Saunders et al, 2009. p.107-108).  

 

According to Bryman and Bell (2007 p. 16-23), the business research differ from research in 

natural science field therefore, there is a debate among researchers on what should be considered 

as acceptable knowledge as well as nature of social entities. This has raised the interest on 

researcher to communicate to the reader theirs position in epistemological as well as ontological 

consideration as addressed below.   

2.2.1 Epistemology 

The epistemology is a notion which concerns about what constitutes acceptable knowledge in a 

particular discipline (Saunders et al, 2009. p.112).  It defines researcher or philosopher position in 

analyzing a phenomenon or to find a truth. There are two major epistemological approaches 

which are positivism and interpretivism. Positivism is often linked to natural science research and 
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involves empirical testing (Greener, 2008,p. 16). It implies that, the researcher applies methods to 

study natural science to social science. However, it is a mistake to treat positivism as 

synonymous with science and the scientific. And therefore, researchers or philosophers of natural 

science differ from social sciences (Bryman and Bell, 2007, p.16). f & Marvasti (2008, p.444) 

goes on explain that under positivism “reality can be known positively or without doubt”. This is 

linked to Fisher (2007,p.17) as “positivism holds that an accurate and value-free knowledge of 

things is possible. It holds out the possibility that human beings, their actions and institutions can 

be studied as objectively as the natural world”. Another approach is named interpretivism and is 

the concept which contrasting positivism. The term implies that, research strategy is required; 

that it respects the differences between people and the objects of natural science hence requires 

the researcher to grasp the subjective meaning of social action. The study therefore requires 

different logic of research procedure from that of positivist approach so as to reflect differences 

between human and natural order (Bryman and Bell, 2007, p.16-19).  

 

In this study, the researchers adopted an epistemological position based on positivist posture. The 

researchers applied natural science oriented approaches to social science. By doing so, theory has 

been tested scientifically in order to contribute to the knowledge expansion and/or development..  

Hence the researchers were guided by positivism which is guided by the following principles; the 

principle of phenomenalism, the principle of deductivism , the principle of inductivism, the 

science will be done in a way that is value free, and lastly, distinction between scientific 

statements, normative statements and beliefs of scientist will also be considered (Bryman and 

Bell, 2007, p.16-19). 

2.2.2 Ontology 

Ontology is the notion that concerns with nature of reality. It refers to the assumptions that the 

researchers have concerning the way the world operates and commitment held to particular view 

(Saunders et al, 2009. p.108).  The main focus is regarding the question of whether social entities 

can and should be considered objective entities that have a reality external to social actors, or if 

they can and should be considered as social constructions made up by perceptions and actions of 

social actors. These refer to objectivism and the constructionism approaches (Bryman and Bell, 

2007, p.22). Objectivism implies that social phenomena and their meanings have an existence 

which is independent from social actors. On other words, organization is considered as object 

which has its own rules and regulations. It has hierarchy and mission statements that people 

within the organization are required to accomplish by adopting standard procedures which have 

been set within a division of labor. Therefore, it is considered that, organization has a reality 

which is external to individual who works in it (Bryman and Bell, 2007, p.22). Constructionism 

is an ontological position that is regarded as alternative to objectivism. It refers to the notion that 

social phenomena and its meanings are continually being accomplished by social actors. 

Constructionism considers social phenomena and categories are produced by social interaction 

and revised (Bryman and Bell, 2007, p.22-23).  

  

In this thesis, the researchers adopted an objectivist position whereby barriers, growth and small 

enterprises regarded as object. The researchers adopted an objectivist position because barriers, 

growth, government policy and small enterprises regarded as existing objects, and therefore, the 

study quantifies them. For this case, the study does not consider social phenomena in the study.  
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2.3 Research Approach  

 

There are two approaches in business research which are inductive and deductive approaches. 

Researcher can either use deductive approach whereby it involve developing theory and 

hypothesis which must be subject to test, or the inductive approach where by researcher collect 

data and develop theory as a result of analyzed data (Saunders, et al, 2009. p.124).      

 

According to Shiu, et. al, (2009) “deductive research is investigation that are undertaken to test 

hypothesized relationships derived from the use of existing theories”. Bryman and Bell explains 

that in deductive approach, researchers conduct a research in particular domain and of theoretical 

considerations in relation to that domain, deduces the hypothesis which must be subject to 

empirical scrutiny. The hypothesis should have the concept that relates to researchable topic. The 

researchers have to use skills to reduce the hypothesis and transform into operational term. In 

short, the researchers are required to specify how data can be collected in relation to concept 

which form hypothesis (Bryman & Bell, 2007, p.10-11). 

 

On the other hand, Shiu, et. al, (2009) defines that inductive research is “an investigation that 

collects and analyses primary data, from which to generate hypotheses and test them for creating 

new theories or extending existing one”. When researcher uses inductive approach, theory 

becomes product of research whereby the generalized conclusion is drawn from the observation 

(Bryman & Bell, 2007, p.14). In comparing these two approaches, Saunders et al., (2007) 

discussed that the inductive approach is better in order to provide alternative explanations of the 

social phenomena rather than the deductive approach since it provides researchers larger space in 

developing research questions and research hypotheses, however, inductive research might spend 

long time to gain the evocative outcome. Therefore, deduction can be suitable in the research 

which has limitation of time. 

 

Since the researchers assumed a positivist position in this study, it is then rational to follow a 

deductive approach. Therefore, the hypotheses have been developed based on prior evidence as 

presented on the last section of literature review. It emphasizes the appropriateness of a deductive 

orientation. 

 

2.4 Research Strategy 

A consideration of research strategy depends on selection of tactics in designing research 

methodology, which allow researchers to respond to research questions and objectives. A 

research strategy is the result of a combination between researchers‟ perspectives on the research 

assumptions, epistemology and ontology, and the research approach, deductive and inductive 

(Bryman & Bell, 2007; Saunder et al., 2007). There are two research strategies; quantitative 

research and qualitative research. Quantitative research employs measurements (Bryman and 

Bell, 2007, p.28). It “places heavy emphasis on using formalized standard questions and 

predetermined response options in questionnaire or surveys administered to large numbers of 

respondents” (Shiu, et. al, 2009, p.171). Saunders et al., (2007, p.145) explains more that 

“quantitative is predominantly used as a synonym for any data collection techniques (such as 

survey or questionnaire) or data analysis procedure (such as graphs or statistics) that generates 

or uses numerical data”. On contrary, qualitative research emphasizes on words (Bryman and 

Bell, 2007, p.28). It “tends to focus on the collection of detailed amounts of primary data from 
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relative small samples of subjects by asking questions or observing behavior” (Shiu, et. al, 2009, 

p.173).  

 

In this study, the researchers adopted quantitative research strategy and therefore, measurements 

will be employed. Accordingly, there is emphasis on using standards based on natural science 

model. The researchers have set standard questions and response options in questionnaire that 

was sent to the large number of people so as to be able to make measure and test theory. 

 

2.5 Research Design 

As discussed in section 2.3, the choice of assumptions has influence to research strategy and 

method selection for this study as part of that strategy. It is the same to the research design that it 

influence on how research is going to be done.  

According to Blaikie (2009, p.15), a research design is “an integrated statement of and 

justification for the technical decisions involved in planning a research project”. Saunders et al, 

(2009, p.136) describe research design process as turning research questions to a project. There 

are several research designs that can be employed by researchers. It includes experimental design, 

cross sectional design, longitudinal design, comparative design and case study design (Bryman 

and Bell, 2007, p.39). 

In this study, the researchers selected a case study design to be the guideline in this research. This 

is because a case study design aims to study and justify the complexity and particular nature 

(Bryman & Bell, 2007) from particular firms in order to gain the insight of those firms 

(Siggelkow, 2007). Furthermore, case study involves an empirical investigation of particular 

contemporary phenomenon within its real life context using multiple source of evidence 

(Saunders et al, 2009, p 145-146) which is the combination of at least two methods so as to 

generate different kind of data in the same topic (Denscombe, 2003). Accordingly, the research 

objectives are in line with this explanation of case study design. First, the study is conducted to 

investigate barriers which face small enterprises specifically in Maputo. Secondly, the benefit of 

the case study pursues to the close interaction of the practitioners and deal with real management 

situations (Gibbert, Ruigrok, & Wicki, 2008). Moreover; the researcher used secondary data 

related to the context of this research and being supported by data collected through questionnaire 

so as to justify the complexities in small enterprises growth. Thus, it leads the researchers to get 

closer to the model development. 

The searcher used quantitative approach to case study of Maputo because of distance and limited 

financial resources. It was difficult to use qualitative study because the researchers were limited 

in data collection methods like interviews and observations since they are not currently in 

Maputo. Furthermore, the researchers wanted to gather large amount of data to which enable to 

justify the problem.   
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2.6 Sampling technique  

In this research, the researchers used non probability sampling because it provides a range of 

alternative techniques to choose sample based on researchers subjective judgment. In particular 

purposive and snowball sampling were used in this study. The snowball sampling was used 

because the researchers needed to use already known respondents to identify other respondents. 

Also the researchers needed assistance for networking with firms since they are not in Maputo. 

On the other hand, purposive sampling was used because it enabled researchers to use judgment 

in selecting respondents that were able to answer research questions in order to archive study 

objectives. The study has targeted small businesses that are formally registered and those which 

are below hundred employees as explained in previous chapter, therefore, care was taken  to 

ensure that, data collected was within the study limits (Saunders et al, 2009, p.237). However, in 

doing that, the researchers were aware of big business enterprises which were represented by few 

people within the target area, and therefore were not included.  

The sample of 30 small enterprises was achieved due to distance limitation. The researchers study 

the case of Maputo in Mozambique while they are at Umea University in Sweden. Hence it was 

difficult to make follow up to the respondents. For this case, internet and phone call were used as 

the means of communication. On the other hand, it should be noted that, there are many business 

firms in Maputo which are not formally registered, and others which decide to operate in 

informal sector in order to avoid paying tax. Hence it was difficult to get the proper registered 

companies. The small sample size affects the precision of sample for this study (Bryman &Bell, 

2011, p. 187). According to Hair, Black, Babin, Anderson and Tatham (2010, p. 101) a sample 

size of larger than 100 is recomended. 

2.7 Data Collection Techniques 

As explained earlier, both primary and secondary data were used. According to Saunders et al., 

(2007), the primary data involves the new data collected for the specific purpose. In this thesis, 

questionnaire has been used as technique for collection of primary data.There is different kinds of 

questionnaires. These are Self administered questionnaires that includes internet which 

administered through internet and intranet questionnaires in which are administered electronically 

though internet, postal or mail questionnaires which are posted to respondents who return them 

by post after they have completed answering questions and lastly, delivery and collection 

questionnaires whereby researcher deliver to respondents by hand and collect them later. Another 

type is Interviewer administered which includes telephone questionnaires and structured 

interview schedule (Saunders et al, 2009. p.363). 

The researchers in this thesis used self administered questionnaires. The questionnaires were sent 

to business owners of firms within the sample though internet. They took advantage of 

technology to collect data from the respondents at a low cost following the distance of research 

area and budget constraints. The questionnaire was translated into Portuguese and ensured that 

language barrier was mitigated. Lastly questions were structured in a way that was easily 

understood by the respondents. 

On the other hand, secondary data were used. The main sources of secondary data were scientific 

journal articles, doctoral dissertations, books based on research, international organizations 
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reports and other materials related to barriers to business growth. This materials were obtained 

through university website, Google scholar and school library.   

2.8 Designing Questionnaire 

In this study the researchers have designed and structured questionnaire in consistence to the 

research. The purpose for the designed and structured questionnaire was to get response on what 

the researchers wants to archive and ensure internal validity as well as reliability on the study 

(Saunders et al, 2009. p. 371). The researcher found no questionnaire similar to this study so 

scales were created by researcher‟s using the literature used on this study, the knowledge and 

judgment of the researcher so achieve study objectives.  

The questionnaire was in four parts (refer appendix 3) which includes personal information of 

respondent, company profile, barriers to business growth and small business policy. Each part has 

been numbered according to the number of questions for that part. Personal information part has 

four questions which provide respondents personal information such as age group, marital status, 

sex as well as education level for question 1, 2, 3 and 4. Particularly, the education level provides 

the picture on the knowledge which the business owners possess to determine whether they run 

business professionally or not. 

The second part has five questions which concerns company profile. It provide information about 

the period the company has been into business in question 1, the start up size and current size of 

employees for question 2 and 3 so as to know whether the company size increased or not 

,question 4 concern with whether the business bought or started by respondent and lastly whether 

the respondent had the experience on managing similar business before. 

The third part provides information on barriers to small business growth. It provides data for 

financial barriers, Organizational barriers, External barriers, social barriers and lastly institutional 

barriers. For financial barriers, there are 5 questions. Question one aims to rate access to finance, 

maintain profit and interest rate on banks ranging from very easy to very difficult, second 

question needs to investigate where the company obtained fund for starting business, question 

three investigate whether respondent thought of financial assistance and where, question four 

gather information to whether respondent has ever applied for loan and if loan applied, was it 

successful and the reasons if the loan was not successful and lastly whether the financial 

institutions are willing to offer loans to these companies. In organization barriers, the researchers 

investigate the following; question 1. the number of employees fit within the different educations 

levels, question 2 investigate the problems they encounter in recruiting employees, question 3 

investigate any types of positions in your firm that are particularly hard to fill and the reason if 

any. question 4 investigate if they plan to increase labor force to cope with company growth, 

question 5 investigate whether managers have plans to train employees, question 6 investigate the 

type of training which management team is lacking,  question 7 investigate if management is 

capable of handling anticipated growth, question 8 gather information on whether current 

workforce sufficient in terms of skills and knowledge to handle growth and create strategies to 

make growth successful and lastly to know firms objectives if they favour growth. In external 

barriers the researchers investigate challenges managers experience in the market, competition 

for market share, whether competition in market change with reason, whether market share in 

your market change and the reason for change if any, difficulties in acquiring raw materials, 

government interference in the course of carrying out business activities, whether business 
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involve exportation and/or importation of goods and/or services and if there is any problems 

encountered for question 1,2,3,4,5,6,7 and 8 respectively. On social barriers there are 4 questions. 

Question 1 requires knowing any business association or societies that offer support to small 

business, question 2 investigate whether business owners trust each other, question investigate 

whether there are any institutions, norms and relationships that exist within the society that 

hinders firm‟s growth and lastly problems encounter in communicating and networking with 

other business holders. As it was to social barriers, legal barrier have 4 questions. Question 1 

investigate key items in the existing laws, rules and regulation that are so complex to fulfill in 

such a way that they do hinder firm‟s business growth, question 2 investigate whether the current 

taxing system in favor of  business, question 3  investigate changes that need to be made to 

improve taxation rules and regulations and lastly if there are any discriminatory legal regulations 

in the course of doing business.  

 

The fourth part provides information for small business growth policy in Mozambique. The 

purpose for the fourth part is to investigate whether government policy assist small enterprises 

growth. These gives data whether there is need for small enterprises policy, whether there is 

programs to support small businesses, whether there are opportunities for growth created by 

government, whether policy assist development of small enterprises, whether there are measures 

by policy to growth, to know the area which government has done the best in creating good 

opportunities for growth, to know what the government should be involved and area that needs 

priorities. These were investigations for question 1,2,3,4,5,6,7 and 8. 

The questionnaire had many questions because the researcher wanted to gather enough 

information to justify the problem. This can limit the respondent from respond to the questions. 

In order to mitigate that, the researchers made their best to make sure that the sequence of 

questions is in a way that the respondent can easily flow with questions. 

On the other hand, as explained in chapter one, most of material are in Portuguese and therefore, 

the questionnaire was translated into Portuguese so as to ensure respondents understand the 

researchers‟ intentions and in return, researchers to understand respondent intentions so as to 

obtain the relevant data for this study. Translation was made by one of the researchers by taking 

into consideration the lexical meaning, idiomatic meaning, experiential meaning, grammar and 

syntax. 

2.9 Reliability and Validity 

Reliability is concept that concerns with consistency and repeatability of research findings 

(Bryman & Bell, 2007: p. 40; Easterby-Smith, Thorpe & Lowe, 2002: p. 53; Saunders et al, 2009: 

p.156). In other words, it refers to whether a test or procedure produces similar results under the 

same condition. However, there are four main threats to reliability, namely 

participant error, participant bias, observer error and observe bias (Saunders et al, 2009: p.156-

157). In this research, primary data were used and are collected through questionnaire which 

contains same set of questions to all respondents, so minimum level of personal interpretations 

from participants or observers are involved like it would have been to interviews. Furthermore, 

the researchers looked for relevant evidence that support answers which determined by nature of 

the research questions and their own knowledge and judgment. This is important because it 

allows the reader to see how consistent results can be achieved. 
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In the reliability test, several variables have been analyzed however only few variables showed 

positive results. In the relationships studied by the Cronbach‟s alpha, only 17 items shows strong 

positive result (, 875) and (, 742) while others have weak relationship (, 636) as shown on table 

below and appendix 5. The reason for getting difference is that, some items have extreme means 

as well as zero or nearly zero variances. This could be avoided by doing initial test however it 

was impracticable to carry out initial test to respondents for examination of results for each item 

due to distance limitation. This process helps the researchers to look at the item means and 

standard deviations and eliminate those items that show extreme means as well as zero or nearly 

zero variances (Statsoft, 2011). The results are presented on the table below.  

Table 1: Reliability test results     

Cronbach's 

Alpha 

N Items Cronbach's 

Alpha 

N Items Cronbach's 

Alpha 

N Items 

,875 8 ,742 9 , 636 49 

 

On the other hand, validity is the notion that refers to whether the research results can present 

what they are supposed to be (Punch, 2005; Bryman & Bell, 2007; Saunders et al., 2007). It 

concerns about whether measure of concept truly measure that concept or not (Bryman and Bell, 

2007, p. 164). This term can further divided into be divided into construct validity, convergent 

validity and internal validity. 

According to Bryman and Bell (2007, p. 41), construct validity is related to the question of 

whether an instrument used for measuring a particular concept really reflect the concept that it 

intends to convey. Since the measures used to measure barriers to small enterprises growth and 

whether government policy strengthen their growth in this thesis were chosen based on previous 

literature, construct validity could be assumed. 

 

Convergent validity is form of validity is gauged by comparison of measures of the same concept 

developed through other methods (Bryman and Bell, 2007 P. 166). The researchers used case 

study design which involve the use of multiple sources of evidence as explained earlier, and 

therefore, will use the secondary data and then find out whether what is in the material that 

already exists is what is on the field by using questionnaire.  

Internal validity it is a question of whether the observed changes can be attributed to the variables 

under study and not to other possible causes (Trochim & Donnelly, 2006).With regard to this 

study, the researchers made efforts to ensure internal validity by developing questionnaire using 

literature used in this thesis. 

 

External validity can be referred to the degree to which finding can be generalized (Bryman & 

Bell, 2007, p.410; Saunders et al, 2009: p.158). In this study, sample size limited possibility to 

generalization to large population. The researchers think that it is important to enlarge sample 

size to more small enterprises to confirm the empirical findings. However, this paper provides 

significant theoretical framework as a base in understanding this topic.  
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2.10 Ethical Considerations 

The research has been conducted by following the ethics that are required in business research. In 

this part, the researchers present main ethical principles which they took into consideration 

throughout the research process. Firstly, all reasonable precautions have been taken to ensure that 

the participants or respondents are not directly or indirectly affected, Second is informed consent, 

third is the issue of the degree to which invasion of privacy is condoned and deception (Bryman 

and Bell, 2007, p. 133-141). 

Accordingly, the researchers introduced themselves and explained that they want to collect data 

for their thesis as per appendix 3. This was done to make clear to the respondents that we are 

doing research for the purpose of increasing knowledge and therefore, respondents are not 

affected by mistrust or fear. Furthermore, the researchers requested their consent to spend few 

minutes of their time to answer questions, and they were assured that the information will not be 

used for academic purpose only.    

2.11 Data analysis 

After collecting data, they will be compiled, summarized and analyzed in form of tables, graphs 

and statistics so as to be able to describe and examine relationships and trends for these data. The 

questionnaire will therefore be analyzed using Software Programmed for Statistical Science 

(SPSS). The steps during quantitative analysis will be preparing the variables to make them in a 

form for addressing the study questions and inputting them into computer., selecting appropriate 

diagrams and tables to present data, selecting the appropriate statistics to describe data and lastly, 

selecting appropriate statistics to examine relationships and trend of data (Saunders et al, 2009, p. 

414-416). 

The study has independent variables and dependent variables. Company size has been used as 

independent variable. It has been measured by increase of number of employees over time. The 

independent variables are barriers to small enterprises growth and government policy. Since some 

of concepts cannot be quantified directly, they have to be measured in terms of other variables 

that are sufficiently representative and at the same time quantifiable. 

 

The analysis involved descriptive statistics as well as Spearman‟s product moment correlation 

coefficients of variables. In descriptive analysis, the researchers selected appropriate statistics 

diagrams and/or tables to present findings. In Spearman‟s coefficient analysis the researchers 

examine correlation coefficients for all pairs. According to Saunders et al ( 2009, p. 459) if 

coefficient correlation is -7 to -1 it considered strong negative correlated while -3 and above up to 

below 0 are weak negative correlated. On the other side, all values greater than 0 up to 0.3 are 

weak positive while 0.7 to belo1 regarded as strong positive. -1 is referred to perfect negative and 

1 perfect positive. 0 represent perfect independence. Shiu, Hair, Bush and Ortinau (2009, p. 555) 

explains that a correlation between 0.00 and 0,2 can be described as no correlation, 0,21 to 0,4 as 

weak correlation, 0,41 to 0,60 as moderate, 0,62 to 0,8 as strong and 0,81 to 1,0 as very strong 

correlation. 
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2.12 Summary 

This chapter dealt with the researcher‟s methodological choices, research design, sampling 

techniques, validity and reliability of the research, ethical considerations as well as the way the 

data will be analyzed for researcher to be able to make interpretation. As discussed above, the 

researchers adopted epistemological position based on positivist posture. Therefore, natural 

science oriented approaches is used. On the other hand, the researchers adopted an objectivist 

position whereby barriers, growth and small enterprises regarded as existing objects. Because of 

this, the study quantifies them. In the following chapter, the researchers present the literature 

review on small business growth. 
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CHAPTER THREE 

3.0 LITERATURE REVIEW ON SMALL BUSINESS GROWTH 

 

In this chapter, the researchers review literature on concepts, theories and empirics of small 

business growth that have been used to carry out this study. The chapter has been designed to 

give the reader the foundation for understanding the barriers to business growth and policy 

measures to which Government influence small enterprises growth that used in developing 

model. In addition to that, the researchers of this thesis would like to reveal that the theoretical 

frame chosen for this research will to a relatively large extent influence the design of this 

investigation. Therefore the frame will also be used to interpret and further understand the data 

collected. Following that, the researchers will start to familiarize the reader with crucial concepts 

as discussed in the next section.  

 

In the first chapter the researchers offered two research questions as being the areas of 

investigation behind this thesis. The research questions were: 

 What underlie the difficulties of small enterprises growth? 

 How does Mozambican Government policy strengthen small enterprise growth? 

In the literature review the researchers aim to answer in whole the question about the barriers to 

business in small enterprises and in part how government policy strengthens small enterprise 

growth. 

 

3.1 Definition of concepts 

In this section, the researchers present two major concepts in this thesis. In particular, it gives the 

meaning of Small enterprises and business growth as well as economic development in relation to 

growth. 

3.1.1 Small Enterprises 

Study shows that, there is no one or specific definition that is uniformly accepted in defining 

Small and Medium Enterprises (Stevenson and Lundström, 2001, p.341). It is argued by literature 

to be the major concern on the issue of what constitutes a small or medium enterprise. Different 

authors have given different definitions to this category of business because is associated with 

concepts which have many components. For this case the researchers use different measurements. 

In terms of size, some use capital assets while others use skills of labor and the level of turnover. 

Other authors define SME in terms of legal status and method of production of firms. However 

these measurements will not work for all firms. For example Abor & Quartey (2010, p.219) show 

that the use of size to define the status of a firm whereby in some sectors all firms may be 

regarded as small, while in other sectors there are possibly no firms which are small. The Bolton 

Committee (1971, cited in Abor & Quartey, 2010, p.219) formulated an economic and statistical 

definition whereby they applied different definitions of the small firm to different sectors. Under 

the economic definition, a firm is regarded to be small if it meets these three criteria: Firstly, it 

has a relatively small share of their market place; secondly, it is managed by owners or part 

owners in a personalized way, and not through the medium of a formalized management 

structure; three it is independent, in the sense of not forming part of a large enterprise. Under the 

statistical definition, the Committee suggested the following criteria: First is the size of the small 

firm sector and its contribution to GDP, employment, exports, etc.; second the extent to which 
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the small firm sector‟s economic contribution has changed over time; and lastly is applying the 

statistical definition in a cross country comparison of the small firms‟ economic contribution. 

Since disparity exists even among nations, the following table gives a detailed analysis as shown 

on the table 1 below. 

 

Table 2: Selected Alternative Definitions on Small and Medium Enterprises (SME) 

 

Source Definition Application in study 

World Bank since 1976 Firms with fixed assets (excluding land) 

less than US$ 

250,000 in value is Small Scale 

Enterprises 

Will not be used in this 

study 

Grindle et al (1989:9-10) Firms with less than 50 employees and 

at least half the Output is sold (also refer 

to Mead, 1994). 

Will not be used in this 

study 

USAID in the 1990s Firms with less than 50 employees and 

at least half the Output are sold (also 

refer to Mead, 1994). 

Will not be used in this 

study 

UNIDO‟s Definition for 

Developing Countries 

Large - firms with 100+ workers 

Medium – firms with 20 - 99 workers 

Small - “ “ 5 - 19 workers 

Micro - “ “ < 5 workers 

Will not be used in this 

study 

UNIDO‟s Definition for 

Industrialized Countries: 

Large - firms with 500+ workers 

Medium – firms with 100 – 499 workers 

Small - “ “ <100 workers 

Will be used in this study 

Source: (Ngolle and Osaigbovo, 2006.p. 13). 

 

In this study, the researchers concur with UNIDOs definition for industrialized countries in 

defining small enterprise. The researchers choose this definition because it includes even micro 

enterprises so, it will avoid uncertainty to the reader in understanding of this concept although is 

applicable in a different context to this case study. Therefore, analysis will be based on firm‟s 

size with less than 100 employees to mean small enterprises. 

 

3.1.2 Business Growth  

As mentioned in the beginning of section 3.1, business growth is another crucial concept in this 

study. It is refer to the development of the firm into bigger and sometimes better services, 

products and functions. Studies have shown that business owners are often faced with the 

challenging question, to grow or not to grow. Some companies may grow involuntarily, which 

means that it might not have been part of the plan to grow at that specific moment, but customers 

may demand more volume, better products and even better prices (Hisrich et al, 2002, p. 500). On 

the other hand businesses may choose to grow voluntarily, which means they have strategies to 

fulfill the plan to reach these goals. Growth to small business could be seen as an ability to take 

advantage of presented opportunities and being significantly flexible to exploit them (Gill, 1985, 

p. 194). For companies to begin growing whether it‟s financially or in physical resources there 

are a series of hurdles they must endure. Growth is closely related to success rather than failure 
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that are because usually with well controlled growth business expands, new capital injected, and 

the company moves from one stage to another (Gill, 1985, p. 196). Small enterprises in particular 

face an extensive list of barriers to be able to move from point A to point B in the growth life 

cycle which will be presented in section 2.4 but before that, authors will discuss theories to 

growth in small enterprises in the next section. 

3.1.3 Importance of economic development in relation to growth 

The definition of development has been a topic of discussion amongst economists and political 

science scholars for decades. The major difficulty in defining development is that it is a new 

concept and there is no absolute blueprint for development that has been established. When 

defining development it is important to distinguish between economic growth and economic 

development. „Growth may be defined as increasing output per capita while development has 

broader reference to the building of institutions, new lines of production, and the dissemination of 

attitudes essential for self-sustaining growth‟ (Coleman 1994,p.161). Growth has been for 

decades, prior to the establishment of development as the ultimate goal nation sates, the primary 

goal for nations and had been the basis for the establishment of World Bank and IMF policies, 

such as the Structural adjustment programs, for a very long time. There has been a significant 

shift though with economic development becoming a key concept. 

Development is conceived to be a multidimensional process involving major changes in social 

structures, popular attitudes, and national institutions, as well as the acceleration of economic 

growth, the reduction of inequality and the eradication of poverty (Naude, 2008.p.3). A very 

basic and key definition of development is from Sen who has three core values of development 

which are that development should have sustenance, which is the ability to meet basic needs, self-

esteem, which means to be a person and the freedom from servitude which means that citizens 

should be able to choose their direction in life (Naude, 2008, p.3). From the definition of 

development it is clearly evident that development encompasses a broad perspective that not only 

includes economic growth but also an overall change of the social system.  

Within the discussion of development it is also important to understand the concept of state 

development capacity which is defined as “the ability of governments to design and implement 

economic policies for growth and to provide good governance to their societies and markets” 

(Englebert, 2000 p. 17). These unfortunately are seen to be Eurocentric definitions of 

development.  

An important view of development that encompasses both agencies chosen and the national 

policies of the South African government is, as defined by Claude Ake, that “the primary 

principle of development strategy is that the people have to the agents, the means and end of 

development” (Ake 1996, p. 140). This means that not only does development have to become a 

participatory process where the projects are designed, financed and implemented internally, but 

there is a need to create all inclusive development projects that fully use internal resources (Ake 

1996. p. 140). Ake also argues that having a people centered approach also involves empowering 

the people and improving their confidence. He argues that in order to be self-reliant there needs 

to be confidence (Ake, 1996  p. 141). 
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Development strategies in developing countries more often than not have to include a 

combination of local and state agencies that work at time in tandem to create an environment that 

is conducive to economic development and more importantly foster development. Development 

in South Africa is driven by a combination of local development agencies, international non 

Governmental organizations and government departments. Often there is an interaction between 

the different levels. 

3.2 Theory and empirical studies on small enterprises growth  

Until few years ago, academic research and policy making efforts were largely dominated by the 

notion that the major contributor to the economic growth were big enterprises. In other words, 

large firms were expected to have advantage over small firms since they were more able to 

exploit economies of scale and scope, and therefore, contribute more to the economy (Krasniqi, 

2007, p.72-3). Hence, large firms were considered to be the major contributor to GDP growth and 

creating employment. For this cause, economists were influenced to analyze the relationship 

between firms‟ growth rate and its size so as to find the answer to the question of differences in 

speed of growth between large and small firms (Krasniqi, 2007, p.73).  

The researchers attempt to use Gibrat‟s Law or Law of Proportionate Effect to explain this 

relationship between small firms‟ growth and its size. Gibrat‟s Law explain that, the size of firm s 

at time t is assumed to be random variable distributed independently of size s in the previous 

period t-1 (Krasniqi, 2007, p.73).  According to Singh and Whittington, this Law has significant 

economic implications. It suggests that, there is no optimum size of the firm, even though it does 

not imply that the size and growth should be positively connected. The Law proposes that the 

growth rate of a firm in a current period does not have influence in the growth of the same firm in 

the next period. Finally, the Law suggests that the concentration in the industry will happen over 

time. Therefore, the conclusion from Gibrat Law is that the firm‟s growth in the same industry is 

a random phenomenon regardless of initial size of a firm (Krasniqi, 2007, p.73). 

In order to complement the proportional growth theory, noisy selection model was introduced 

(Krasniqi, 2007, p.73). This model is based of lifecycle learning theory. According to noisy 

selection model, firms learn their efficiency over time. The model explains that small firms grow 

faster than large firms since, in the beginning, they are not sure about their real cost efficiency. 

Mostly firms enter the market with the minimum efficient scale, and after some time, they grow 

to reach it. This shows the link to the economic knowledge of U shaped cost curve in short run 

whereby the most new entrants are small firms that operate below minimum efficient scale and 

have incentives to expand production while large firms, are above the efficient size so will not 

expand. Since new entrants are more uncertain about their real abilities, they will learn over time 

through observing the way they perform in the business. Therefore, firms which underestimated 

their skill and abilities in current period are expected to expand their production in subsequent 

period, while those which overestimated their abilities will exit in the business. However, this 

model did not consider technological changes (Krasniqi, 2007, p.73). 

Recent empirical, shows that independence of firm‟s growth and size contradicts the validity of 

Gibrat‟s as could not hold in some of US manufacturing firms (Krasniqi, 2007, p.74). The study 

by David Storey (1994, cited in Davidsson et al, 2002, p. 3) explain two ways in which this issue 

addressed from empirical research; Firstly, the researchers have examined a cross section of firms 

to determine if there is a relationship between growth rate and size. In the study by Evans (1987); 
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Hall (1987); Almus and Nerlinger‟s (2000); Wagner (1995,  cited in Davidsson et al, 2002, p. 4) 

used U.S. data from the Compustat data files comparing firm size and growth rate and found a 

significant negative relationship between size and growth rate whereby larger firms have lower 

growth rates. Secondly, other studies focused on start-up size of new businesses. In addition to 

that, the most interest is the issue of job creation and size of firm. The study by Phillips and 

Kirchhoff (1989, cited in Davidsson et al, 2002, p. 5) provided empirical research that showed 

start up firms with five or more employees had a much greater six year survival rate than those 

firms that started with fewer than five employees.   

 

Apart from size, David Storey (1994, cited in Davidsson et al, 2002, p. 3) shows industry Sector 

or markets, legal form, location, age and ownership are also important factors to growth of firms. 

These factors are going to be addressed below by using study by Storey (1994).  

 

As mentioned above, age of firm is one of the factors and can be used as independent variable. 

The study by Almus and Nerlinger (1999, cited in Davidsson et al, 2002, p. 4) to examine high 

technology firms in Germany  for over ten years found that older firms have lesser growth rates. 

On the other hand Wagner (1995, cited in Davidsson et al, 2002, p. 4) found the inverse 

relationship between age and growth rate in his study of Lower Saxony (Germany) 

manufacturing firms. The study by Glancey (1998, cited in Davidsson et al, 2002, p. 4) on 117 

small manufacturing firms from the Tayside Region in Scotland found that growth was inversely 

related to firm age. Another study by Wijewardena and Tibbits (1999, cited in Davidsson et al, 

2002, p. 4) used data from Australia and found that older firms grow less rapidly than younger 

firms. Therefore, age is an important factor in determining business growth. 

 

Another significant factor for growth is Industrial Sector. The study by Almus and Nerlinger 

(1999, cited in Davidsson et al, 2002, p. 5) define industry sector as either high tech or medium 

tech, to be a significant factor in data analysis of German high tech firms. Davidsson et al, (2002, 

p. 5) found industry sector was significant factor in his multivariate modeling of a census of 

manufacturing firms in Lower Saxony in Germany. Another study by Phillips and Kirchhoff 

(1989 cited in Davidsson et al, 2002, p. 5) reported descriptive statistics that show survival rates 

of newly formed firms vary by industrial sector. Therefore, industry sector is significant factor 

for consideration in examining firm growth, although, there are two apparent problems with 

examining this factor; blurring of business activities and variations in industry definitions 

(Davidsson et al, 2002, p. 5). 

Moreover, Location is revealed to be the crucial factor for growth. According to Storey (1994, 

cited in Davidsson et al, 2002, p. 6) some locations are more conducive to firm growth. 

Davidsson (2002, p. 6,) agrees and models “growth opportunity” as significant variable. 

Furthermore, Davidsson reveals that characteristics of the geographical area are essential for 

industries where firms are bound to the local market.  

Lastly, businesses can take on several different legal forms. Among these is the limited liability 

legal form since it frees the owners from some types of liability due to the business operations. 

Then, some businesses can be wholly owned and governed by another business. Initial Legal 

Form is one among the most used form. Davidsson et al (2002, p. 7) incorporate legal form in 

multivariate analysis of high tech German firms. The result reveals that firms with limited 

liability form attain higher growth rates than firms where founder‟s private capital investments 
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are liable. Firms with limited liability are more willing to take risks because the founders‟ 

personal wealth is protected from excess losses of the firm. Another form is Changes in Business 

Governance. This involves forming partnership with other business firms. Almus and Nerlinger 

(1999, cited in Davidsson et al, 2002, p. 7) found that partnerships with other firms correlated 

with greater growth rates. Rosa and Scott (1999, cited in Davidsson et al, 2002, p. 7) explain that 

although high rates of intercompany links are connected with higher growth, the general practice 

of multiple directorships amongst small entrepreneurial firms may be an adequate substitute for 

formal partnerships.  

      

3.3 The approaches surrounding the need for intervention for growth 

In the much debated question of whether intervention is required or not in any country, it still 

remains the government of the country‟s individual choice in the selection of the appropriate 

interventions. It is indicated that the need for intervention is required when a problem is existent 

within the market (Smorfitt, 2008, p.14). In order to identify the source of the problem economic 

theory is used in attempt to provide a guide to how to solve such problems. Stiglitz (1989, p.202) 

suggest that the private sector is more suited to intervening than the government, because the 

government themselves have constraints such as insufficient information, which makes it difficult 

for governments to address all market failures successfully. 

The main assumption is that market failures occur in a free market system. There is further 

suggestion that market failure is found in developed and developing countries, but market failures 

tend to be more frequent in developing nations (Stiglitz, 1989, p.197; Hosseini, 1999, p.20). A 

market whose factors of productions are controlled and owned by the private sector, free from 

any sort of government intervention and regulation, constitutes the definition of a free market 

(Mohr et al, 1995, p.46). Smorfitt (2008, p.14) states that a free market allows buyers and sellers 

to freely buy, sell and compete with one another, and as a group. Furthermore, through their 

aggregated supply and demand capacities and constraints, they help to set the equilibrium price of 

the goods being traded. In the broader context all markets cannot be defined as free markets and 

due to this variance in market freeness, the application of interventions may not necessarily 

achieve the same outcomes (Smorfitt, 2008, p.15). 

The first source of failure is market failure. An example of market failure is the reluctance that 

banks have on lending money to SMEs, especially to start-ups. It has been noted that market 

failure is governments‟ justification for interventions (Mitchell, 2006, p.57). However, others 

believe strongly that it is governments‟ interventions in the first place that are the root of the 

problem of market failure (Smorfitt, 2008, p.15). 

A second source of failures is government failure. By attempting to correct market failure, 

government may in fact contribute to market failure. This could be because of over-regulation by 

government in which it could repress SME start-up and growth rates (Montgomery et al, 1999, 

p.403). In certain cases government failure may override the impact of market failure to such 

extent as to the market becomes unworkable (Hosseini, 1999, p.30). 

It is suggested that the main purpose of interventions by any government, is to create change 

within the economy as a whole or in part, in order to improve the output of the economy as a 

whole or in part (Smorfitt, 2008, p.16; Wint, 1998, p.281). 
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There are two approaches to the Theory of the Firm. In the neoclassical approach, a market needs 

to exist in order for a firm to come into existence, differing from the Knightian approach who 

sees the firm as entrepreneurial, and actually creates markets through decision making under 

uncertainty (Boudreaux et al, 1989, p.147). A way to differentiate between these two approaches 

is to see the neoclassical approach as managerial approach and the Knightian approach as an 

entrepreneurial approach (Boudreaux et al, 1989, p.152). 

The main objective of the Firm is profitability stated in the Theory of the Firm (Salvatore, 2000, 

p.9), but it is argued that government interventions should address all four factors of production, 

these being capital, land, natural resources and entrepreneurship, to be able to enhance 

sustainable profitability of SMEs. Ideally each factor should be individually optimised, as well as 

various combinations of the four factors in order to maximise profitability (Smorfitt, 2008, p.18). 

Governments need to take note that interventions impact differently on the different levels of 

entrepreneurs (Casson et al, 2007, p.285). Governments need to be aware that addressing issues 

affecting SMEs is not as simple as it may appear to be on the surface. The situation needs to be 

carefully assessed and the interventions carefully chosen to ensure that balance in maintained. 

All government interventions can be classified as either functional which are generic broad based 

interventions, or selective interventions which aim to provide specific relief or assistance to a 

particular segment of the economy (Wint 1998, p.281). 

Governments cannot simply make a selective intervention to provide start-up enterprise with 

sufficient capital and hope that they will generate jobs. They need to have a broader 

understanding of the start-up and growth processes of SMEs, in order to implement selective and 

functional interventions to achieve the job creation they want (Smorfitt, 2008, p.22). 

3.3.1 The approaches regarding the need for intervention in SMEs in general 

 

Many researchers have indicated that small and medium enterprises have become significant in 

the creation of employment, as they increase in numbers internationally, further underlining their 

importance in the world economy (Watson et al, 1998, p.218). With government also recognising 

the importance of SMEs new and changed legislation is being brought forward, favouring the 

creation and growth of SMEs, indicating governments‟ interventions to stimulate the SME 

segment of the economy (Warren et al, 2000, p.2). 

Hallberg (2000, p.4) of the World Bank‟s International Finance Corporations however expresses 

a different point of view. She starts off by highlighting the difference between micro enterprises, 

which are businesses that trade in the informal sector, and small and medium enterprises which 

are businesses that trade in the formal sector. Hallberg suggests that the better formal SMEs 

automatically grow into large businesses as the developing economy matures towards a 

developed economy, rather than as a result of interventions (Hallberg, 2000, p.5). Furthermore, 

Hallberg states that developing nations because of their predicament will have more SMEs as 

their economies are still young and weak, but as the economy moves towards becoming more 

developed so SMEs grow into large businesses. Hallberg (2000, p.6) goes on to say that SMEs 

create more jobs because there are more of them. However, Hallberg states that when the job 

destruction rate is put into the equation the SMEs do not create more jobs. In Hallberg‟s opinion, 

the only way to increase job creation is by increasing the rate at which SMEs are created rather 

than the rate at which micro enterprises are created. Hallberg (2000, p.10) believes that 
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interventions are required, leaning more towards functional interventions in order to impact on 

the growth rate at which SMEs are created. 

The realisation of the importance of SMEs, leads back to the question of whether or not 

government should intervene in any way in order to accelerate the creation and growth of SMEs. 

Bridge et al (1998, p.26) suggests that in a free market the laws of supply and demand must be 

allowed to rule, making government interventions in the SME market of no value. On the other 

hand, Wint (1998, p.294) suggests that the role of government is to manage the macroeconomic 

environment, and it is intervention that creates the best environment for growth by creating a 

stable economic environment which does not suffer from macroeconomic factors such as 

exchange rate and inflation. 

3.4 Business Life Cycle 

A business has a life cycle from the start-up to its decline. Each stage plays an important role and 

shows the growth cycle of a new venture as well. The stages of a business life cycle are the same 

for all industries but even within the same industry, firms may at different life cycle stages 

(Hisrich et al, 2002, p.502). The growth of a firm‟s sales over time is used to chart the life cycle. 

The distinct stages of a growth cycle of a new venture are: start-up, growth (early growth and 

rapid growth), maturity and decline. Sales typically begin slowly at the start-up phase, than take 

off at growth stage. After rapid growth the company reaches a maturity stage and eventually sales 

begin to decline and the business may face extinction (Hisrich et al, 2002, p.502). The graph 

below shows a typical growth cycle of a new venture. 

 

Graph 1: Business Life Cycle (Hisrich et al, 2002, p.502) 
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Stages of the Life Cycle 

Start-up 

At the start-up phase a business is in its infancy. At this stage businesses seek establishment. At 

this stage basically the business is coming into existence, it is being created, planned and it‟s at 

the early days of its operations (Audretsch, 1995, p.442). It is a very crucial stage since many 

things can go potentially wrong. This is a where it is difficult for the enterprise to survive. At this 

point of the start-up it is necessary to have a good business plan for direction and focus in order 

to achieve the goals set out to be achieved (Mullins, 2010, p.22). 

Growth 

Early growth- at this stage revenue begins to grow at an increasing rate. This stage comes about 

five to seven years of the start-up phase (Audretsch, 1995, p.442). This stage the firm reaches a 

more stable phase when revenues grow and stabilize. At this point the decision in a highly 

competitive market may be to maintain and protect market share with little or no growth (Hisrich 

et al, 2002, p.501). 

Rapid growth- It should be highlighted that not all new ventures will enter into the rapid growth 

phase. Many will continue to exist at some satisfying level of sales with little or no growth 

(Hisrich et al, 2002, p.501). At this stage businesses may seek opportunities for growth in new 

market segments, hire new people and expand the business (Audretsch, 1995, p.442). In each 

instance the decision to grow is dictated by the business owners‟ interest and the response of the 

market to the firm‟s products and or services (Macpherson et al, 2007, p. 75).     

Maturity 

At this stage the business is now stable enough to survive most unforeseen circumstances. The 

business has matured therefore should have enough capital, support and backing so even if there 

is some instability in the market, the company can pull through (Audretsch, 1995, p.442). At this 

stage the speed at which the growth rate goes, stabilizes. Revenue is constant and consistent; at 

this stage the company is very much profitable. The business has expanded in size, competence 

and capital (Hisrich et al, 2002, p.502). 

Decline 

This is in fact the easiest stage to reach for any business. It is the point where a business will fail 

(Macpherson et al, 2007, p.175). An existing business, even a mature one, can decline in profits, 

take heavy losses and eventually fail or completely shut down to avoid further losses (Hisrich et 

al, 2002 p. 504). At this stage the company may need to re-invent itself bottom-up in order to 

restart a new life cycle and to be able stay in the game (Audretsch, 1995, p. 442). 
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3.5 Barriers to business growth 

As discussed in section 3.1.2, studies have shown that business owners are often faced with the 

challenging questions regarding firm‟s growth. Therefore, it is important to examine the factors 

that could lead to the problem in their growth. In this section, the researchers present the 

approach that mainly assumes that a proportion of small enterprises are growth oriented and 

wishes to grow, however there are external and internal factors that impedes their ability or desire 

to achieve their growth potential. These factors are discussed below.  

Financial Barriers 

Financial barriers are one of the biggest barriers to growth in small businesses. The saying goes 

in order to make money businesses should be willing to spend money, and this may be 

particularly challenging for small business as they may not have the capital spend in Research 

and Development in order to grow (Hisrich et al, 2002, p. 501). Financial barriers which affect 

SMEs include high collateral, high bank charges and fees, lack of outside equity and venture 

capital and high cost of credit (Bartlett & Bukvić, 2001, p. 182). Banks usually provide assistance 

to larger businesses, with good credit history as well as high collateral and loan payment 

guarantee. Also entrepreneurs may be reluctant about seeking outside help from venture 

capitalists or the likes in fear of losing autonomy of their company (Bartlett & Bukvić, 2001, p. 

182). Based on the literature review, the researchers proposes the following; 

Organizational Barriers 

Organizational barriers can also be known as internal barriers, these include managerial capacity 

and capability, skills and knowledge, objective of firm among other things. This means that there 

could be some limitations in the areas mentioned before. A start-up firm may be well run by just 

a couple of individuals but as the company grows in size fixed personnel will need to be 

employed to fill those gaps (Bartlett & Bukvić, 2001, p. 181). However barriers may also arise 

from the entrepreneurs‟ reluctance to let go of control to professional managers (Storey, 1994). 

Within the organization there may be competence barriers. The firm might not possess 

sufficiently qualified personnel with the necessary skills and knowledge to handle growth and 

create strategies to make growth successful (Audretsch, 1995, p.440). Company owners need to 

be aware of the business life cycle and be able to identify in what stage the business is in. While 

the business owner can cope with an overall management of the business at an early stage, but as 

the size of the venture expands adequate individuals will be needed to fulfill the different roles 

(Bartlett & Bukvić, 2001, p. 181). Following that, the researcher propose that, 

External Barriers 

Michael Porter explains through his five forces model the threats firms face when entering a new 

market. But these are the same threats a company faces when they want to grow. Any of these 

threats, as seen in the diagram above, could affect the growth of a small business (Hisrich et al, 

2002, p. 206). This is because barriers to growth are linked to the market in which the firm 

operates. Besides Porter‟s five forces, external barriers to growth may come from low demand of 

the product or service from customers, difficult access to raw materials, late payments of bills by 

business customers, government interference, public procurement rules and difficulties in 
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exporting the product to other parts of the world due to rules and regulations (Bartlett & Bukvić, 

2001, p. 181). 

 

Chart 1: The five forces that shape industry competition 

Social Barriers 

Recent studies have emphasized the need for networking, trust and developing social capital 

between entrepreneurs as ways of stimulating development and growth of small enterprises 

(Bartlett & Bukvić, 2001, p. 182). Business owners need to develop trust among them as this will 

give way to good communication and good networking possibilities (Audretsch, 1995, p. 443). 

Creating strong social capital can help business owners grow their business through contacts. 

These will help in the recognition of new opportunities, expansion in the market and acquiring 

more capital (Macpherson et al, 2007, p.173). With low networks, trust and social capital the 

business owner might have so space for growth, as it may not be aware of current trends and even 

if it is might not have sufficient backing (moral or otherwise) to allow for growth (Audretsch, 

1995, p. 443). Therefore, the researchers proposes that, 

Legal or Institutional Barriers 

Complicated laws, rules and regulations can be big barriers when it comes to growth of small 

companies. It may be in terms of unsuitable tax system and various discriminatory legal 

regulations towards small firms that can really hinder their capability to grow (Bartlett & Bukvić, 

2001, p. 180). A weak legislation that does not support the growth and development of small 

firms may also hinder a successful growth strategy of a small firm (Smorfitt, 2008, p.17). Every 

rule and regulation that is somehow harmful to businesses is potentially a barrier to the 

development and growth of a business. 

Below is a summarized table of the barriers small businesses face when planning to grow whether 

it‟s in size, infrastructural or organizational. 
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Table3: Summary of barriers to Business Growth in Small enterprises 

Barriers to Growth in Small Businesses 

Type of Barriers to growth Focus on this study 

Financial Barriers Access to finance 

Organizational Barriers Lack of professional employees and training 

External Barrier Threat of new entrants 

Low Demand 

Exporting and/or importation Difficulties 

Social Barriers Networking 

Trust 

Legal or Institutional Barriers Complicated laws and regulations in Tax 

system 

 

This table shows summary of types of barriers to business growth in small enterprises in general 

and the focus of this research. The rationale for doing that is to give the reader understanding of 

what is appropriate in context of this case study and therefore researcher will focus on that so as 

to achieve research objectives.  

3.6 SME policy 

This section discuss about business policy although the researchers limit the study towards 

regulatory policies and support programs/institutions geared towards SME growth and 

development in Mozambique. Regulation occurs when the government exerts control over the 

activity of business (Roemer, 1993). 

  

Regulatory policies that encourage innovation and competitiveness are necessary for the 

promotion of SME growth and development. However, an extensive amount of literature has so 

far been done on policies geared towards SME competiveness; little appears to have been done to 

assess the impact that the policies have had. Though some findings indicate some huge cost 

burdens derived from transaction and registration, regulatory policies have been indicated a 

relevant factor in shaping the business environment (Chell, 2001) considering entry restrictions 

and conditions for start ups. Regulatory policies may take forms of governing business start-ups, 

business activities and taxes. There is also an acknowledgement of literature that support 

institutions matter and have direct/indirect impact on growth and development of businesses 

(Rodrik et al, 2002). Support institutions can lead to an increase in investment of SME. 

Traditional forms of government support to SME in countries are focused on provision of credits 

through direct lending. Development banks and credit facilities channeled through banks and 

other financial institutions and portfolio requirements often supplemented by credit guarantee 

schemes (Hallberg, 1999). However, in many countries, there are setbacks in adjusting SME 

policy structure. Even after reviews and evaluation process, policy changes and structural remain 

the same (Stevenson and Lundström, 2001, p .321, 377). 
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3.7 MODEL DEVELOPMENT  

In section 3.4, the researchers explained that business has a life cycle from the start-up to its 

decline. It reveals that each stage plays an important role. Bases on that, the researchers in this 

paper treat every stage independently under the assumption that not all business will pass through 

all these stages as shown in section 3.4. Therefore, in the next sub section the researchers treated 

growth stage as independent in developing their research model. Following that, the researchers 

come up with the model presented in differently as shown below. 

DEVELOPED BUSINESS LIFE CYCLE MODEL 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

Figure 1: Developed business life cycle model 

In above figure the researchers presented model in order the reader to get the picture on how the 

business passes through different stages. Each box presents each stage separately to show that 

each stage can be analyzed independently. Arrows shows the shift from one stage to another. At 

the final stage the company may need to re-invent itself bottom-up in order to restart a new life 

cycle and to be able stay in the business. 

3.7.1 RESEARCH MODEL 

In literature review, financial barriers, Organizational barriers, External barriers, Social barriers 

and Legal barriers are hindrance to business growth and therefore, all goes on the same direction. 

On the other hand, Government Policy strengthens business growth may either support small 
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Growth 

Maturity 

Decline 
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enterprises growth or not. The arrow to the right hand side shows government policy assist small 

enterprises growth while the arrow to the left side shows government policy does not assist small 

business growth.    

 

 

 

 

 

 

 

 

 

Figure 2: Research model 

Following that, the following hypotheses have been developed for the test and results presented 

in chapter five.  

1.  Difficulties in access to finance create more obstacles to small enterprises growth.  

2. Organization barrier poses high hindrance to small business growth. It includes lack of 

professional employees and training to employees. 

3. External barrier holds obstacle to small enterprises growth. It includes threats of new 

entrants and low demand.  

4. Social barrier poses bottlenecks to small enterprises growth. It includes problems in 

communicating and networking, and mistrust among business owners.  

5.  Legal or institutional barrier holds hindrance to small enterprises growth. It includes 

complicated rules and regulations in terms of unsuitable tax system which really hinder 

their capability to grow.  

6. Government policy supports small enterprises growth.  

7. Government policy does not support enterprises growth. 

 

3.8 Summary 

This chapter dealt with the literature review of the study. It showed the relationship between 

SMEs and growth. It highlighted the different players that influence SME growth specifically in 

Mozambique.  

This chapter answered the questions of what underlie the difficulties of small enterprises growth 

and tapped on the surface the question on whether government policy strengthens small business 

growth. The chapter presented the definition of concepts that are directly relevant to the topic, 

theories and empirical study of small enterprise growth, approaches surrounding the need for 
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intervention for growth, business life cycle, barriers to business growth, SME policy, lastly 

model development as well the hypotheses presented.  

In the subsequent chapter, researchers will present the reader with the empirical observations of 

the study and the discussion based on findings will follow after that.   
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CHAPTER FOUR 

4.0 EMPIRICAL OBSERVATIONS IN SMALL ENTERPRISES IN MOZAMBIQUE 

In this chapter, researchers present findings for the analyzed data. As stated in chapter one, the 

main objective of this thesis is to develop model for understanding the barriers to small 

enterprises growth. To achieve this objective, the researchers have to identify the barriers to 

business growth in small enterprises and to examine whether Government policy supports small 

enterprises growth since they have impact on business growth. Therefore, the questions were 

structured in such a way that relevant information could be obtained from the results (refer 

appendix 3) and that the results obtained were directly significant to the topic as presented below.  

4.1 DATA PRESENTATION 

As explained in research methodology chapter, the researchers‟ present secondary data followed 

by primary in the next section. 

4.1.1 SME growth in Mozambique 

The growth of the numbers of SMEs in Mozambique is not satisfactory. The number of SMEs is 

insufficient to even modestly contribute to the creation of job opportunities in the country. As a 

result, the growth in business volume of the SME sector as a whole is weak as well. This in turn 

hampers the expansion of the sector (Ministry of Industry and Trade, 2008.p.6). The main 

incentives for foreign direct investment (FDI) in developing countries include the availability of 

labour, the existence of a market and natural resources. Given that the availability of the market 

and the of natural resources are primarily determined by the level of revenue and by geographical 

characteristics, labour is one of the variables that may be used by government to foster SME 

development (Ministry of Industry and Trade, 2008, p.19).  

Opportunities offered by SMEs are insufficient. SMEs constitute less than half of formal 

employment in the enterprise sector (Ministry of Industry and Trade, 2008, p6). 

In numerical terms, micro–enterprises make up the bulk of SMEs. Micro-enterprises, employing 

less than five employees constitute the prevailing majority of SMEs. However, the total gross 

business volume of micro-enterprises does not match their number (Ministry of Industry and 

Trade, 2008, p.7). 

 Table 4: Distribution of Enterprises according to Size 

Size of the 

enterprise 

Total of Units 

(a) 

NO.                %* 

Total of Employees 

(b) 

NO.                   %* 

Average No. 

Employees** 

(a)/(b) 

Micro 23074 97.9 42563 14.1 2 

Small 2779 9.6 17586 5.8 6 

Medium 2621 9.1 2621 9.1 26 
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Total SMEs 28474 98.6 129225 42.5 5 

Large  3966 1.4 171920             57.1 152 

Total 28870             100.0 301145             99.9  

Source: INE (table 17 in CEMPRE 2004; Notes: * the total percentage of all enterprises 

** Average employees per business unit 

SMEs contribute less than half of the gross business volume. SMEs contribute about 41% of the 

gross business turnover, while large enterprises account for most of the national production 

(Ministry of Industry and Trade, 2008, p.7). 

The labour productivity of SMEs is low. The labour productivity of the industry in general is the 

lowest of a number of Sub-Saharan African countries. This low labour productivity indicates that 

the competitiveness of the enterprises in general is also less than that in other countries (Ministry 

of Industry and Trade, 2008, p.8).  

Manufacturing and commerce are the areas that sustain SMEs. There is a large concentration of 

enterprises in the commercial sector. This is also the case with respect to industry, and concerns 

enterprises of all sizes. Nevertheless, manufacturing is largest in terms of gross business volume. 

The two sectors surpass the others by a wide margin (Ministry of Industry and Trade, 2008, p.9).   

The performance of SMEs in traditional industries is inadequate. The deterioration of traditional 

industries and of the SMEs in particular is noticeable. It leads to economic instability, given that 

a large majority of the population depends on industry for their livelihood (Ministry of Industry 

and Trade, 2008, p.10). Please refer to appendix 1 for further details.  

A strong regional imbalance exists in terms of size. The province of Cabo Delgado has most 

SMEs, followed by the Province of Gaza (Ministry of Industry and Trade, 2008, p.11). It should 

be noted that there are relatively few SMEs operating in the city of Maputo and the Province of 

Maputo, representing only 7.8% of the national total. On the other hand it is the large enterprises 

that are located in these areas. Sofala has 33 large enterprises but only 671 SMEs, while Cabo 

Delgado has the most SMEs  in the country (7887) and the smallest number of large enterprises 

(9), followed by Niassa (4) (Ministry of Industry and Trade, 2008, p.11-12). 

Financial barriers 

One of important barrier to be addressed in Mozambique is access to finance. Small and medium 

enterprises consistently rate access to credit as one of the greatest barriers to their operation and 

growth (World Bank, 2009, p.24). Entrepreneurs are often forced to launch their businesses using 

their own capital and/or that of family and friends (Nieman et al., 2008, p.32). Access to 

appropriate finance is a major constraint on the successful development of SMEs in Africa 

(Nieman et al., 2008, p.32). Businesses need to have easily available credit and creditors need to 

have assurances that their loans are secure. Credit is important because it finances operations and 

growth.  

The World Bank report has in its measure four key components. The credit information index in 

Mozambique has only improved marginally, the legal rights index measures the protection of 
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borrowers and lenders and the facility of lending and is very low in Mozambique. The public and 

private registry coverage, which is almost nonexistent in Mozambique, with only 1.9% of the 

adult population covered (World Bank 2009, p.24). This is damaging as there is no official credit 

rating or record in the country making it extremely hard for creditors to gain valuable information 

to potential borrowers.   

Organizational barriers  

Economies worldwide have established a system of laws and institutions intended to protect 

workers and guarantee a minimum standard of living for its population. This system encompasses 

four bodies of law: employment, industrial relations, social security and occupational health and 

safety laws (World Bank, 2009, p.15). Governments all over the world face the challenge of 

finding the right balance between worker protection and labor market flexibility. But in 

developing economies, especially, often lean to one extreme, pushing employers and workers into 

the formal sector (World Bank, 2009, p.20).  

In Mozambique, most business does not employ professionals; they mostly look for the workers 

to work with for some time.  Analysis across economies shows that while employment regulation 

generally increases the tenure and wages of incumbent workers, overly rigid regulations may 

have undesirable side effects (World Bank, 2009, p.16). 

The numbers were 54 for Rigidity of Employment Index and 143 for firing costs in terms of 

weeks of salary after one is fired. However, in 2009 this numbers in 2009 changed substantially. 

Rigidity of Employment Index lowered to 49 and the weeks of salary after firing reduced to 134 

weeks (World Bank, 2009, p.17). 

Legal/Institutional barriers 

In Mozambique, legal barriers exist in terms of tax payments. It is well known that everywhere in 

the world, taxes are very much essential. Without them there would be no money to provide 

public amenities, infrastructure and services which are a crucial part for a properly functioning 

economy (World Bank, 2009, p.31). Some businesses, in particular small to medium enterprises, 

may generally opt not to pay taxes and subsequently choose to operate in the informal sector. One 

way for economies to boost tax compliance is to simplify and ease the process of paying taxes for 

small to medium enterprises (World Bank, 2009, p.31). 

The World Bank has three indicators to successfully measure the ease of paying taxes in every 

economy. The first indicator is the number of tax payments, which takes into account the number 

of agencies involved, the method of payment and the frequency of payments in each economy. 

The second indicator is time, which measures the number of hours per year necessary to prepare 

and file tax returns and to pay the corporate income tax, value added tax, sales tax or goods and 

services tax and labor taxes and mandatory contributions. Lastly, is the total tax rate which 

measures the amount of taxes (expressed as a percentage of commercial profit) and mandatory 

contributions payable by the company during the second year of operation (World Bank, 2009, 

p.32). 

Mozambique dropped 10 places in ranking, but this is not because Mozambique worsened the 

ease in which to pay taxes, but it simply did not make any changes at all. The number of 

payments necessary, the time spent and the total tax rate has remained the same for the past three 
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years (World Bank, 2009, p.33). This goes back to the point made earlier that, if Mozambique 

wants to compete internationally, it needs to keep changing and improving its business 

environment, because the world will not stand still (LaFleur, 2009, p.1). 

 Small business policy in Mozambique 

Mozambican business policy has been undergoing many changes in order to accommodate the 

growth and development of SMEs in the country. Both the benefits and obstacles to trade are 

well documented. Obstacles like tariffs, quotas and distance from large markets greatly increase 

the cost of goods or in some cases it prevents trading altogether. On a positive note, global and 

regional agreements have successfully reduced trade barriers. Many entrepreneurs encounter 

many problems in exporting or importing goods, including delays at the border. Most 

entrepreneurs give up, while others don‟t even try. The potential gains from trade facilitation may 

be greater than those arising from only tariff reduction (World Bank, 2009, p.36). Economies that 

have efficient customs, goods transport networks and fewer document requirements, making 

compliance with export and import procedures faster and cheaper, are more competitive globally. 

Exports are associated with faster growth and more jobs. If entrepreneurs are faced with long 

delays and frequent demand for bribes many traders may decide to avoid customs altogether. 

Instead they smuggle goods across the border, defeating the purpose in having border control of 

trade to levy taxes and ensure the quality of goods (World Bank, 2009, p.37). 

Mozambique improved 5 places in relation to trading across borders, from being 145 in 2008 to 

140 in 2009. The positive changes were made visible in the amount of days it takes for export 

and import. On the other hand, the cost to export and import increased significantly (World Bank, 

2009, p.38). 

 In Mozambique there is efficient contract enforcement whereby businesses are more likely to 

engage with new borrowers or customers. The Doing Business Report tracks the efficiency of the 

judicial system in resolving a commercial dispute. Justice delayed is often justice denied. And in 

many economies only the rich can afford to go to court. For the rest, justice is out of reach. In the 

absence of efficient courts, firms undertake fewer investments of business transactions and they 

prefer to involve a small group of people who know each other from previous dealings (World 

Bank, 2009, p.40). Mozambique has greatly improved its ranking in enforcing contracts, from 

142 in 2008 to 124 in 2009. In Mozambique, more judges are receiving continual formal training, 

stricter performance management measures, and greater administrative support. Mozambique 

expects to see improvement in the judicial system leading to speedier contract enforcement 

(World Bank, 2009, p.51). 

Overall, according to the World Bank doing business report, Mozambique has done three positive 

reforms in 2009 which are employing workers, paying taxes and enforcing contracts (World 

Bank, 2009, p.48). This means that the government has only made positive reforms to three of the 

ten categories, which is insufficient given the current ranking of the country, and the obvious 

deficiencies in the other seven categories that need to be addressed. There is a positive move by 

government to simplify the labour markets, simplify the tax system, and improving contract 

enforcement, which are three key components that businesses find extremely important.  
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In appendix 4 is a list of all available business legislation, divided in terms of how these policies 

help small business development growth or how they hinder their development. It also looks at 

the impact this policies may have in employment this being a bi-product of business growth. 

4.1.2 Descriptive data from questionnaire 

This section present primary data obtained through questionnaires as explained in previous 

section.  

 Personal Information 

The reason as to why get personal information from the respondent is so that the researchers of 

this study can get further understanding of respondents in Maputo. This is so, by knowing which 

groups of people are most inclined to have their own business. To obtain this information the 

researchers asked for gender, age and educational background of the 30 participants. This part of 

data was collected for the researchers own knowledge to know who the participants were.   

Among 30 respondents 83% were male respondents while 16% of them were female respondents. 

It could be said that women are not yet taking many career risks as to have their own businesses 

instead they are still solidifying their position in the work force by working for others. 

The researchers realized that most individuals owning business are between the ages of 33-39. It 

could be said that these individuals already have some knowledge of the industry they are in. 

They are mature individuals, yet they are not too young or too old. 

The researchers tried to understand the relationship between being married and owning a 

business. Decisions are made different when there are things like families to consider. While 

married individuals may be a little more reluctant to leave their steady job to start their own, 

single individuals might make that decision much quicker. Yet at the same time married 

individuals may have the support from their spouses to pursue that career move. In this study 

63% of the respondents are single. 

It has been observed that in majority the respondents have university education. This could mean 

that they may have some background information from the business they are in from university. 

This could also mean that these individuals can make more knowledgeable decisions because of 

their educational background.  

 Company profile 

Most of businesses are between 1 to 10 years. 70 % are the business started from scratch and 

majority of business owners had no prior experience in doing same business. Furthermore, the 

results shows the size have grown by 43%. On the other hand, 53 of companies‟ size have 

remained the same and other companies decreased for 3%.    
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Graph 2: List of companies interviewed 

 

 

Barriers for small business growth in Maputo 

In this section, the researchers present identified barriers to business growth in Maputo as 

follows; 

Financial barriers 

Financial barrier is one of the setbacks facing most of small enterprises growth in Maputo. 

According to the findings, 56% of respondents reveal that, access of finance is very difficult and 

23% show is difficult. Apart from that, results show 86% of business owner started business by 

using their own source of funds and 10% assisted by family. Moreover, 43% of respondents need 

assistance but they rely on donors and government. For the few who applied loan to the bank, 

only 20% have succeeded to get a loan. 

Organizational barriers  

According to the research findings, organization barrier identified to be among the bottlenecks 

for small businesses growth in Maputo. Results show that, most of employees have formal 

education but they have not gone to university. For most of those who have university education 

are probably the business owners as explained in their personal particulars. 

About 76% of business owners, they don‟t face challenges in recruitment because they mostly 

employ unprofessional employees, so they only need few people to help in administration or 

management and qualified assistant. However, 66% recognize the need to increase labor force to 

manage anticipated growth and company expansion. 
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Training was another issue of interest in analyzing organizational barrier. Result shows that, both 

employees and management or supervisors require training at very low percentage despite of 

large number of employees who have no university education or professionals. However, 

communication skills to employees is the most identified area for 23%. 

Apart from that, more than 66% of respondents declared that management is capable of handling 

anticipated growth because of self motivation and confidence, while those who can‟t manage 

they need to improve work force and improve production.  In addition to that, 80% shows current 

workforce has sufficient skills and knowledge to handle growth and create strategies to grow. 

Moreover, 100% of firms‟ objectives show that they favor business growth. It includes 

company‟s expansion, Increase production, increase access of products to customers and lastly 

low cost production and products with good quality 

External barriers 

Research findings holds external barrier to be among the problem facing small enterprises in 

Maputo. The most challenges facing small enterprises are threat of new entrants for 73% and 

Low demand for 63%. However, there are minor challenges such as export difficulties and threat 

of substitutes. 

Apart from that, results show there is competition for market share for 93%. The major identified 

reasons are established firms and new entrants which account for 53% and 30% respectively. 

Also 73% shows that market share change has been increased due to plenty of people doing same 

business, unlimited growth potential, profitable market and increase in demand. Moreover, 

competition for market share change has been constant due to same number of customers and 

market fluctuation. 

Another identified difficult is importation and exportation although there were few respondents 

with business that involves that activity. 26 % shows that they experience bureaucracy and high 

tax rate in this activity. 

Social barriers 

Another barrier to small business growth in Maputo is social barrier. Data shows that, 73% 

respondents don‟t know associations that support business. Also 63% does not trust each other in 

sharing information or ask for help. Moreover, 80% have no awareness of institution norms and 

existing relationships that hinder growth, only few reveal problem of corruption and nepotism, 

and secrecy. During communication and networking between these firms, mistrust and 

communication expenses have been identified to be hindrances at 30 and 16 percentages. 

Legal/Institutional barriers 

 Legal or Institutional barrier has been identified in research findings. Results show that, taxation 

system does not support business for 100%. Therefore, 83% of respondents suggested that, 

Government should lower tax and establish easy payment methods followed by 10% who 

suggested improvements of taxation rules, although, there are no discriminatory regulations.  
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Small business policy in Mozambique 

This section presents the research findings about the way Mozambican Government policy 

support small business as discussed in chapter one as well as beginning of this chapter. 

Results show that, there is a need for small business policy by 96% in order to support small 

business growth and development, to provide employment opportunities and increase 

government revenue. 90% of respondents concur that government creates opportunity to small 

business .It has several programs to support small enterprises such as CPI and 7million meticais 

however, only 30% of respondents are aware of that. 

According to the research findings, Government assists small business through tax reduction by 

80%, simplification of tax reporting system by 70, improved access to seed and venture capital 

financing 66%, technical issues by 53%, financing resources 46%, improved access to research 

and development expertise by 40% and development of entrepreneurial climate by 40%. 

The area where government has done the best is fostering entrepreneurship and regulatory system 

simplification. In order to ensure that small businesses grow, Government creates opportunity for 

doing business by 90%. Findings show that in development of policy, labor force competency in 

science and technology should be mostly given priority. 

4.2 Summary 

This chapter dealt with empirical observations of small enterprises in Mozambique. The 

presentation of results has been in five parts. The first part of the chapter shows the situation of 

SMEs in Mozambique in relation to distribution of SMEs according to size, distribution of value 

added enterprises by category and value added per employee in relation to other countries.  

The second and third parts of the results show the personal information of the respondents and 

the companies‟ profile. The fourth part of the results displays all the results obtained in relation to 

barriers to business growth in Mozambique. The fifth part of the chapter presents the results of 

given by the respondents in relation to government policy in Mozambique and how they affect 

business to grow. The next chapter will deal with the in depth analysis and discussion of the 

results presented in this chapter. 

In appendix 4 is a list of all available business legislation, divided in terms of how these policies 

help small business development or how they hinder their development. It also looks at the 

impact this policies may have in employment this being a bi-product of business growth.    
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CHAPTER FIVE 

5.0 ANALYSIS AND DISCUSSION 

This chapter will analyze the data collected and making a discussion in relation to the theory 

presented in this thesis. As discussed in chapter one, the study focus in identified various barriers 

that hinder small enterprises growth as well as examine whether Mozambican Government 

strengthen the growth of these firms. Therefore, in this chapter the researchers discuss the 

findings obtained in the study with the theories presented in previous chapters as follows. 

 5.1 Barriers to small business growth 

This section discusses answer to the first research question of this study regarding barriers to 

business growth in Maputo. As discussed in previous chapter, empirical findings show five types 

of barriers identified in the literature review as being the main reasons for growth impairment for 

small enterprises. In this chapter, the researchers present whether the hypothesis are accepted or 

not. The hypothesis were tested by using statistical analysis software to calculate Spearman‟s 

product moment correlation coefficients for all pairs of variables which produced correlation 

matrix as shown in appendix 5. Below, the researchers discuss each of these barriers as in 

accordance to the results obtained in sample.  

Financial barriers to business growth 

The empirical results for the first hypothesis which stated that “difficulties in access to finance 

create more obstacles to small enterprises growth” shows that correlation between access to 

finance and small enterprises growth is -0.386*. This coefficient shows there is weak but 

negative relationship between access to finance and small firm growth. The (*) means probability 

of this correlation coefficient occur by chance alone is less than 0.05 as shown in appendix 5. 

Negative correlation shows that, small business growth and success finance are related, however, 

as the value of one variable increases, other decreases. Since the results show there is weak 

relationship between small enterprises and growth, there is no enough evidence to accept or reject 

the hypothesis. 

 

 According to empirical findings for this study, 56 percent of business owners find it very 

difficult to access finance. That can convince that, 86% of these owners used own funds to start 

their businesses due to those difficulties face in financing (Nieman et al., 2008, p.32). On the 

other hand, this can be the influence for many enterprises to be discouraged to look for financial 

assistance from financial institution, consequently, as low number of business which seek for 

financial assistance, impact the financial institutions which their profit depends on credits. It was 

observed in the sample that 43% of the business owners have sought for financial help but the 

interestingly is that, they mainly focus on donors and/or government. Despite of low number of 

small businesses which look for financial assistance, only 20% were successful which is less than 

50% of less number of those looked for assistance. The reason stated as to why these loans were 

not successful is that bank charges and fees are far too high for the business owners to pay 

(Bartlett & Bukvić, 2001, p. 182). Moreover, the public and private registry coverage is almost 

nonexistent in Mozambique, with only 1.9% of the adult population covered (World Bank 2009, 

p.24). 
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Based on that, financial barriers are quite visible as a crucial source of growth hindrance in 

Maputo since some businesses rely on less official channels like those of family and friends or 

obtaining support from donors or government. In this study, small enterprises seem to come from 

the reluctance of businesses to ask for loans from proper channels and rely only on what is more 

convenient to them. 

 

Organizational barriers to business growth 

In order to identify organizational barrier whether it exist in Maputo, another hypothesis was 

tested. It stated that “organization barrier poses high hindrance to small business growth”.  It 

includes lack of professional employees and training to employees. In order to test this 

hypothesis, relationship between growth of small enterprises against number of graduate in which 

firm possessed, number of post graduate employees and training required to strengthen 

employees was examined. The correlation between these pair of variables is -0.507**, -0.300 and 

0.222. This coefficients show there is weak but negative relationship between number of 

professionals (graduates and post graduates) and small enterprises‟ growth while there is positive 

but weak relationship between small firm‟s growth and training to employees to strengthen 

growth. The (**) means probability of this correlation coefficient occur by chance alone is less 

than 0.01 as per appendix 5. However, there is no strong relationship to prove acceptance and/ or 

reject hypothesis. 

 

Empirical observation show small businesses in Maputo have employed few individuals who 

have university education. There is a large group of people that have many years of experience in 

their respective fields, but do not possess any formal university degree or professional training. 

This shows competence barrier within the organization. The companies does not possess 

sufficiently qualified personnel with the necessary skills and knowledge to handle growth and 

create strategies to make growth successful (Audretsch, 1995, p.440) As a result of this, 76% of 

the business employers have no problem in recruiting employees. Experience forms the basis for 

hiring staff. 

Most of these businesses anticipate growth in the coming years. 66 % of the respondents feel that, 

they will need to increase their human capital to be able to cope with the growth. For the time 

being business owners feel that they need to hone their current human capital but further train in 

the employees‟ skills and knowledge is required. 23 % of owners feel that some of their 

subordinates should be trained to improve communication and IT skills. Special emphasis was 

given to communications skills to ensure their staffs are conversant with the business language 

such as English. Most of the business owners mentioned that they will need to increase their 

labor force in the coming 5 years due to growth. At start-up firm may be well run by just a couple 

of individuals but as the company grows in size fixed personnel will need to be employed to fill 

those gaps (Bartlett & Bukvić, 2001, p. 181). However this is contrast with some who say that, 

because of the drive and motivation of the current team that they can handle growth, while others 

mention that they don‟t anticipate drastic growth so the current team can successfully manage. 

All business owners feel that they‟re objectives favor business growth, although in practice, not 

always fulfill enterprises objectives.  

 Organizational barriers as mentioned in the literature review are also known as internal barriers. 

As it can be seen from the results, there is lack of skilled individuals in the market (Audretsch, 
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1995, p.440). The pool of skilled employees is limited making it hard for businesses to have the 

right personnel for the right job. This is definitely a barrier because without the right group of 

people working in a company it may be harder to establish successful growth strategies as well 

identify new opportunities in the market. Currently, everything may seem to be alright since the 

business operates in small scale and therefore, it is easy to be managed by business owners who 

are the one with professional training, but is still a problem in a long run.  

External barriers to business growth 

Apart from that, researchers wanted to test whether or not external barrier holds hindrances to 

small firms‟ growth in Maputo. The hypothesis stated that, “external barrier holds obstacle to 

small enterprises growth”. In order to test this hypothesis, the relationship between small 

enterprises growth with threat of new entrants and low demand of products or service from 

customers were tested as per appendix 5. The correlation between small enterprises growth and 

threat of new entrants was 0.557** while growth of small enterprises and firm growth was -

0.287. This coefficient implies that, there is positive but weak relationship (less than 0.7) between 

small enterprises growth and threat of new entrants where by probability of this correlation 

coefficient occur by chance alone is less than 0.01 while, it is weak but negative in relation to low 

demand of product or service from customers. As per above results, there is no enough evidence 

for accepting hypothesis. 

In reality, it is not easily acceptable to conclude that there are no external barriers since they are 

made up of outside forces that affect the business in a negative manner. All business owners had 

a minimum of one external force that potentially hindered their business. Most of them felt that 

the threat of new entrants was a primary source of external barrier and then low demand for 

products or services from customers (Hisrich et al, 2002, p. 206; Bartlett & Bukvić, 2001, p. 

181). 

There is almost a unified consensus that there is great competition for market share. Most of the 

competition comes from already established and well known businesses in the market. Also 

comes from larger companies who have access to more capital and more channels of distribution.  

New entrants with good financial resources and political connections also form part of the 

competitors. 93% of the respondents state that competition on the market is constantly increasing 

due to factors such as high demand for particular product or service. Some industries are 

experiencing rapid growth and hence attracting more people to that market. As a result there is 

increase in competition. 73% of the respondents feel that their market share has significantly 

shifted, as more firms venture into similar businesses. 

 

Apart from that, there are significant expenses incurred when importing materials and dealing 

with custom regulations. Reasons for such expenses include dealing with government corruption 

and bureaucratic processes that small businesses have to go through. Problems are also evident in 

importation and exportation of goods making it harder for small businesses to be engaged into 

businesses that involve imports and exports.  

External barriers in Maputo are indeed very prominent such as basic market threats and 

government interference in the development of small businesses in the country. These barriers 

significantly affect the rate to which businesses in the country grow.  
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Social barriers to business growth 

Moreover, researcher tested hypothesis to social barriers which states that, social barrier poses 

bottlenecks to small enterprises growth. It includes problems in communicating and networking, 

and mistrust among business owners. The correlation between small firms‟ growth and trust is -

0.137 while in problem in communicating and networking between businesses is 0.081. This 

coefficients means that, there is weak but negative relationship between small enterprises growth 

and trust among business owners while there is positive but weak relationship between small 

enterprises growth and problems in communicating and networking between business firms as 

per appendix 5. Bases on that, there is no significant relationship to accept or reject stated 

hypothesis. 

 

Based on empirical evidence on previous chapter, it seems to be a climate of mistrust amongst 

Maputo business owners. Also it seems that Mozambicans are not very much knowledgeable of 

societies that can offer help to small businesses. 63% of business owners do not trust other 

business owners in sharing ideas or asking for help. Small companies need to develop trust 

among them as this will give way to good communication and good networking possibilities 

(Audretsch, 1995, p. 443). Business owners fear their ideas to be stolen by individuals who may 

have a better financial standing or may be connected with the government making it easier for 

them to bring the idea into fruition. So business owners rather keep their ideas in secret than see 

them being brought to life by someone else. On the other hand, the business owners seem to be 

not confident of their ideas because most of ideas are not very new, they are copied or extension 

of already existing ideas. Therefore, they could be bold and bring out their ideas and if is copied, 

they can still find the gap since there is no idea that is perfect for 100%.  

Respondents feel that some of the social reasons that hinder small enterprises growth in the 

country have to do with government corruption, corruption within organizations and nepotism. 

These are the major reasons as to why companies remain stagnant and do not grow much. 

As long as the Maputo community remains distrustful of each other social barriers will continue 

to be a problem to development and growth of businesses in the country. If Mozambicans in 

Maputo were to be more aware of the groups and societies setup to help and support SMEs social 

barriers could be significantly curbed. 

Legal/institutional barriers to business growth 

The respondents are in 100% complete in agreement that the current taxing system does not favor 

small business growth, this hinder their growth (Bartlett & Bukvić, 2001, p. 180). It was 

unanimously agreed that the current system needs to be restructured, making it easier for business 

owner to make payments and the tax cost should be reduced. The current tax system is too 

expensive, hard to understand and to fulfill.  

Legal and institutional barriers do not seem to be the biggest cause of barrier to growth in the 

businesses interviewed. With the exception of the tax law that seems to be the biggest hindrance 

amongst business owners, they seem to be more or less satisfied with the legal system in the 

country. The hypothesis could not be reported since the variable had zero variance. 
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5.2 Small Enterprise Growth Policy    

This part answers the second research question for this study. As presented in the chapter 3, the 

last two hypothesis test whether Government policy supports small enterprises growth or not. It is 

done through tax reduction, simplification of taxation reporting systems, improved access to seed 

and venture capital financing and development of entrepreneurial climate. The correlation 

between small business growth and whether or not Mozambican Government creates motivation 

and opportunity to small business growth is 0.081, technical issues is -0.167, tax reduction -

0.049, simplification of taxation reporting system is 0.456, improved access to research and 

development of expertise is -0.58 as per appendix 5. Based on above result, there is no enough 

evidence to accept or reject hypothesis. 

According to empirical observations in chapter 4, respondents agree that there is need for 

establish small enterprises policy to avoid grey areas and make business much smoother. What is 

positive is that, majority of respondents feel that government does support business growth and 

development as well as assisting development potential and capabilities of financing sources and 

technical issues.  

Research findings shows that in order for the business environment to be better in country, the 

government should develop measures for tax reduction, simplify the tax system, improve access 

to seed and capital money, improve access to research and development expertise, develop a 

more entrepreneurial climate and have antitrust regulations. 

Respondents show that government has done the best in promoting good conditions for small 

enterprises growth by fostering entrepreneurship. Regulation policies provide a stable 

environment for businesses as it stimulates investment and does not create uncertainty, promotes 

R&D and innovation (OECD, 1997; ILO, 2000). They also feel that the role government should 

be involved with to ensure business growth should be creating more opportunities for doing 

business. In the development of small enterprises policy, respondents think that labour force 

competence in science and technology should be given priority followed by fostering 

entrepreneurship. 

Table 5 : Summary of coefficient correlation between growth of small enterprises and other 

variables 

VARIABLE COEFFICIENT CORRELATION BETWEEN 

GROWTH AND OTHER VARIABLES 

Access to finance -0.386* 

Number of graduate employee -0.507** 

Number of post graduate employees -0.300 

Training required to strengthen growth -.222 

Threat of new entrants 0.557** 

Low demand of product or services -0.287 

Trust between business owners -0.137 

Problem in communicating and 

networking between businesses 

0.081 
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Current tax system favor growth .. 

Creating motivation and opportunity to 

small businesses 

0.081 

Technical issues -0.167 

Tax reduction -0.049 

Simplification of tax reporting system 0.456* 

Improved access to research and 

development expertise 

-0.058 

 

5.3 Summary 

This chapter dealt with the analysis and discussion of the results in relation to the literature 

review and the purpose of the study. As part of this project, researchers have tested hypothesis as 

and result presented. The results shows that, there is negative statistically significant but weak 

relationship between small enterprises growth and access to finance (r=-0.386, p<0.05), and 

number of graduate employees (r=-0.507, p<0.01). Also, there is positive statistically significant 

but weak relationship between threat of new entrants (r=0.577, p<0.01) and simplification of tax 

reporting system (r=0.456, p<0.05). However, there is no statistical significance between small 

business enterprises growth and number of post graduates, low demand of product or services, 

trust between business owners, technical issues and technical issues. Furthermore, there is no 

relationship between small enterprises growth and problem in communicating and networking 

between businesses, and creating motivation and opportunity to small business (r=0.081, p>0.05). 

As discussed, there is no significant evidence to state whether hypothesis is accepted on not, and 

therefore, there is need to increase sample size. The following chapter deals with conclusions, 

recommendations and caveats. 
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CHAPTER SIX 

6.0 CONCLUSION, RECOMMENDATIONS AND CAVEATS 

This chapter concludes this thesis. It covers conclusion, contribution of the study, 

recommendations, caveats and truth criteria. The question on barriers to business growth in small 

enterprises and how does Mozambican government Policy strengthen small enterprises growth 

have been answered below. 

6.1 Conclusion 

The purpose of this paper is to develop model for understanding the barriers to small enterprises 

growth. To achieve this objective, the researchers identified the barriers to business growth in 

small enterprises and examined whether Government policy supports small enterprises growth. 

The hypothesis was developed and then tested by using data from Maputo, however, there was no 

statistical evidence to support all set hypotheses and therefore, there is a need to increase sample 

size.  

Based on empirical evidence, financial barriers, legal barriers, social barriers, external barriers, 

organization barriers are the hindrance to small business growth in Maputo and the Mozambican 

Government support small enterprises growth and therefore, the answers are as follows. 

What underlie the barriers to small enterprises growth”? 

The financial barrier is hindrance for business growth in small enterprises. Small enterprises rate 

access to credit as barrier to growth. Business owners are often forced to finance business by 

using their own capital, government and donors due to bank charges and fees which are too high 

for the business owners to pay. Also business entrepreneurs may be reluctant about seeking 

outside help from venture capitalists or the likes in fear of losing autonomy of their company 

(Bartlett & Bukvić, 2001, p. 182). This creates hindrance to small enterprises growth because it is 

hard to find financial assistance to boost their business as a result they remain stagnant or fail.    

Another barrier is organizational barrier. Barrier arises from business owners‟ reluctance to 

employ professional employees. This creates incompetence in performance and low labor 

productivity. Most of businesses pose insufficient qualified personnel with the necessary skills 

and knowledge which are significant resource to handle growth and create strategies to make 

growth successful (Audretsch, 1995 p. 440). And this seems to be normal practice to all business. 

Despite of large number of unprofessional employees, still most of managers are still reluctant to 

provide on job training. This is barrier in organizations because in today‟s world, there are new 

inventions and discoveries which are very crucial for the enterprises, so if the enterprises don‟t 

want to adopt changes, they will still operate in old way and result into losing customers or 

remain with few customers who haven‟t discover changes and therefore, remain stagnant and/or 

decline.  

Moreover, external barrier is obstacle to small enterprises growth. It is always difficult for the 

small enterprise to avoid external barriers because they are out of their control and are linked to 

the market in which they operate. The most external barriers facing small enterprises in Maputo 

are threat of new entrants and low demand of goods and service (Hisrich et al, 2002, p. 206; 
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Bartlett & Bukvić, 2001, p. 181). This is linked to the previous challenges on the organizational 

barriers that, organizations they operate as if there is no changes require. Due to this, 

entrepreneurs take advantage of filling the gap which resulted by incompetence of existing 

businesses, therefore, increases stiff challenge in market share, hence, hinder growth.     

Apart from that, social barrier is also obstacle to the small enterprises growth. The most problems 

are mistrust and networking between small enterprises. The rationale behind that is stealing of 

business ideas and high cost of communication. Trust and networking of small enterprise are very 

crucial in business because it provide link between businesses which can be source of business or 

form part of business especially in business to business context. Creating strong social capital can 

help business owners grow their business through contacts. These will help in the recognition of 

new opportunities, expansion in the market and acquiring more capital (Macpherson et al, 2007, 

p.173). Therefore, due to bad link between enterprises has lead to barrier to growth. 

The last barrier facing business growth is legal barrier. There are complicated laws and 

regulations in terms of unsuitable tax system towards small enterprises that hinder their capability 

to grow (Bartlett & Bukvić, 2001, p. 180). Tax is very high for the small companies to afford as 

well as the rules and regulations are too high for small enterprises to fulfill them. For such 

reasons, there are some businesses in this sector which generally opt not to pay taxes and 

subsequently choose to operate in the informal sector (World Bank, 2009:p.31). Therefore, this is 

hindrance to growth small enterprises.  

How does Mozambican government Policy strengthen small enterprises growth? 

A number of policy issues have been initiated by Mozambican government to strengthen the 

growth of small enterprises in Maputo. These includes tax reduction, simplification of tax 

reporting system, improved access to seed and venture capital financing, technical issues, 

financing resources, improved access to research and development expertise, and development of 

entrepreneurial climate. The reason behind was that, Mozambique small enterprises growth rates 

is unsatisfactory meaning that small enterprises have low contribution to economy. Mostly is due 

to the fact that majority of small enterprises in the country have limited capital and opportunities 

for growth. SMS contribute less than half of formal employment in the formal sector and 41% of 

gross business turnover (Ministry of Industry and Trade, 2008, p. 6-7). Based on that, the 

Government indentified this as a problem area as SME growth is vital for more inclusive and 

sustainable economic growth. Therefore, a number of key developments in policy made to 

improve its commercial environment.  
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From the research findings, the researchers have come up with the following model 

Figure 3: Model for barriers to small enterprises 

                Growth 

 

 

 

 

 

 

 

From the above model, financial barriers, organization barriers, external barriers, social barriers 

and legal barriers hinder small enterprise growth. On the other hand, government policy assist 

small enterprise growth, however, there is need to increase sample size in order to confirm the 

model.    

6.2 Recommended measures 

 

In this section, the researchers present recommendations which crucial for developing policies so 

as to create friendly environment towards small enterprises growth in Maputo. Based on this 

study, the researchers recommend the following; 

 

To start with the side of entrepreneurship, many Mozambicans are not sufficiently exposed to 

skills and up to date technologies in the area of business. Entrepreneurship should be promoted to 

all citizens including young people, through the establishment of an adequate technical vocational 

training system and through the creation of conducive business environment. 

Second, the Government should eliminate the regulatory load as much as possible especially the 

taxation system which have made most of people to operate under informal sector. It is well 

recognised that this is the big source of income for the country but should not be difficult to the 

extent that it becomes a burden 

Small enterprises face stiff challenge to access of finance such as loans for financing their daily 

operations or capital. On the other hand the business owners should not be afraid of taking risks 

by using credit facilities since one of the aim is to assist businesses at all level. On the other hand, 

the creditors should not impose high conditions that would be difficult for the borrowers to attain. 

Furthermore, business owners are advised to have good relationship and trust each other because 

will help to build Good networking in business.  

 

Financial Barriers 

Organizational Barriers 

External Barriers     Social 

Barriers               Legal 

Barriers 

Small Enterprises Growth 
Government Policy 
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6.3 Caveats 

The study attempted to cover all points of this thesis and it did achieve part of it. As discussed in 

chapter one, the time frame for this study is not enough and therefore it affects size and quality in 

investigating this broad topic. One of the sensitive areas which requires enough time is data 

collection. During this stage, the researchers were limited with time to conduct initial test to 

respondents for examination of results for each item, and therefore, some variables were not 

within the scale. Also the researcher could not present result for hypothesis on legal barrier since 

the variable had zero variance. The initial sample helps the researchers to look at the item means 

and standard deviations and eliminate those items that show extreme means as well as zero or 

nearly zero variances (Statsoft, 2011). Apart from that, time limited sample size since the 

respondents were not easily available and for those who are available could not be forced to give 

the data quickly due to ethics of the study. Distance is also the contributing factor to affect the 

study as explained above.  

6.4 Further research 

The size of the sample has limited the possibility of generalization of this study to great 

population. The researchers suggest future researchers to enlarge the study by adding more small 

enterprises or using qualitative approach to confirm empirical observations obtained in this 

research. On the other hand, they can perform another study in different area and make 

comparison with this study. 

This study was a very general look on how barriers can hinder the growth and development of 

small enterprises. There are still many areas of research that can be dealt with in this topic alone. 

Besides going further in depth in the study, future researchers have the opportunity to branch out 

and make more specific studies. For example, studies on each specific barrier and how big of an 

impact each of these barriers have.  

The researchers of this study propose more areas to be of further researcher in relation to 

Mozambique. Future researchers can measure growth in terms of age, location, legal form, 

industry, and market. Apart from that, the researchers think it‟s interesting, measure business 

growth of enterprises in relation to gender by comparing which of the two is successful.   
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Appendix 1: Distribution of SMEs by Activity 

This appendix shows the distribution of SMEs by activity in the whole country not just Maputo. 

It shows a relation between the industries, their activities and what they generate.   

                             Business Activities                            Business Volume (Meticais: 

$1= 30.00 Meticais) 

Section of the 

CAE 

Small 

(a) 

Medium 

(b) 

Total 

SME 

(c)=a+b 

Small 

(d) 

Small 

(e) 

Total 

SME 

(f)=d+e 

Agriculture, 

animal 

husbandry, 

hunting and 

forestry 

485 

(1,7%) 

132 

(0,5%) 

617 

(2.2%) 

118.661 

(0,4%) 

224.395 

(0,8%) 

343.056 

(1,2%) 

Extractive 

Industries 

12 

(0,0%) 

34 

(0,1%) 

46 

(0,2%) 

37.486 

(0,1%) 

150.883 

(0,5%) 

188.369 

(0,7%) 

Manufacturing 2.310 

(8,1%) 

518 

(1,8%) 

2.828 

(9.9%) 

7.535.574 

(27,3%) 

3.278.478 

(11,9%) 

10.814.055 

(39,2%) 

Production and 

distribution of 

electricity, gas 

and water 

9 

(0,0%) 

17 

(0,1%) 

26 

(0,1%) 

974.099 

(3.5%) 

86.813 

(0,3%) 

1.060.912 

(3,8%) 

Construction 82 

(0,3%) 

150 

(0,5%) 

232 

(0,8%) 

406.065 

(1,5%) 

1.805.468 

(6,5%) 

2.211.533 

(8,0%) 

Wholesale and 

retail 

commerce; 

automobile and 

motorcycle 

repairs, other 

repairs 

15.446 

(54,2%) 

911 

(3,2%) 

16.357 

(57,4%) 

3.434.044 

(12,4%) 

2.889.470 

(10,5%) 

6.323.514 

(22,9%) 

Accommodation 5.398 341 5.739 1.069.525 616.379 1.685.904 
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and restaurants  (19,0%) (1,2%) (20,2%) (3,9) (2,2%) (6.1%) 

Transport, 

warehousing 

and 

communication 

196 

(0,7%) 

126 

(0,4%) 

322 

(1,1%) 

122.961 

(0,4%) 

1.050.661 

(3,,8%) 

1.173.622 

(4.3%) 

Financial 

services 

48 

(0,2%) 

24 

(0,1%) 

72 

(0,3%) 

68.917 

(0,2%) 

304.919 

(1,1%) 

373.836 

(1,4%) 

Real estate, 

renting and 

service 

providers 

440 

(1,5%) 

140 

(0,5%) 

580 

(2,0%) 

178.624 

(0,6%) 

663.434 

(2,4%) 

842.058 

(3,1%) 

Education 135 

(0,5%) 

98 

(0,3%) 

233 

(0,8%) 

19.988 

(0,1%) 

311.491 

(1,1%) 

331.479 

(1,2%) 

Health and 

social services 

60 

(0,2%) 

26 

(0,1%) 

86 

(0,3%) 

74.192 

(0,3%) 

29.922 

(0,1%) 

104.114 

(0,4%) 

Fishery 75 

(0,3%) 

57 

(0,2%) 

132 

(0,5%) 

55.162 

(0,1%) 

95.223 

(0,3%) 

150.385 

(0,5%) 

Other activities 1.157 

(4.1%) 

48 

(0,2%) 

1.205 

(4,2%) 

1.857.082 

(6,7%) 

141.882 

(0,5%) 

1.998.964 

(7,2%) 

Total 25.853 

(90,8%) 

2.622 

(9,2%) 

28.475 

(100,0%) 

15.952.381 

(57,8%) 

11.649.421 

(42,2%) 

27.601.801 

(100,0%) 

Source: Compiled from the CEMPRE 2004 
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Appendix 2: Distribution of SMEs by Region 

This appendix gives an overview of the number of SMEs distributed in the whole of 

Mozambique and how much business volume they make for the country. 

 

 Total of Enterprises Business Volume (Meticais: 

$1=30.00 meticais) 

Provinces Small 

(a) 

Medium 

(b) 

SME 

(c)=(a)+(b) 

Small 

(d) 

Medium 

(e) 

Total 

SME 

(f)=(d)+(e) 

Niassa 1234 85 1319 480512 357002 837514 

Cabo 

Delgado 

6735 1152 7887 5960688 6121885 12082573 

Nampula 2572 218 2760 737341 314158 1051499 

Zambezia 1664 141 1805 451147 398025 849172 

Tete 1842 88 1930 939646 293080 1232726 

Manica 2041 205 2246 1373237 526244 1899481 

Sofala 626 45 671 454116 136029 590145 

Inhambane 2126 270 2396 1173936 1682294 2856230 

Gaza 4941 254 5195 3584654 1109148 4693802 

Maputo 

Province 

1371 48 1419 413865 173512 587377 

Maputo 

City 

701 116 817 383228 537042 920270 

Total 25853 2622 28475 16952381 11649421 28601802 

Source: compiled from the CEMPRE 2004 
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Appendix 3: Questionnaire (Sample of uploaded online quesionair) 

We are masters‟ students in Business Development and Internationalization at Umea Business 

School, currently doing a thesis on the barriers to small business growth in Umea and the extent 

to which Government policy supports small business growth. We request some minutes of your 

time to answer the following questions and we assure you, that all information given will be 

confidential and used for academic purposes only. Thank you!  

 

PART ONE 

Personal Information (PI) 
1. Sex: 

i. Female  

ii.  Male  

2. Age group: 

  i.  18-25 

            ii. 26-32 

            iii.        33-39  

            iv.         40 0r more  

3. Marital Status 

i. Single 

ii. Married 

iii. Divorced 

iv. Widow 

 

4. Education level of respondent 

i. Ordinary level  

ii. Advanced level  

iii.   College 

iv. University education 

 Other (Specify)………………………………………………… 

 

PART TWO 

Company Profile (CP) 

 

       1. How long has your firm been into business? 

i. Less than one year 

ii. One to five years 

iii.        Six to ten years 

iv. Above ten years 

2.What was the startup size of employee for your firm? …………… 

 

3. What is the current size of the firm? ……………………… 

4. Did you start or buy this business?  

 

i Start 

ii Buy 
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5.  Do you have prior experience working in or managing a similar business before starting 

or buying this business? 

a. Yes 

b. No 

           

PART THREE: BARRIERS TO BUSINESS GROWTH 

Financial Barriers to business growth (FB) 

 

1.  Rate each of the following issues by marking with a single X for each item. 

 Very difficult Difficult Not sure Easy Very easy 

Access to 

finance 

     

Maintain 

profit 

     

Interest rates 

on bank 

loans 

     

 

2.From where were the sources of startup capital for your firm? 

         i.  Banks 

        ii.  Own funds 

        iii. Other financial institutions 

        iv  Others(specify)……………………. 

3.a. Have you ever sought for financial assistance? 

      i. Yes 

      ii. No 

 

   b. If yes, where did you look for financial assistance? 

 i[   ] Government (public) 

ii[   ] Private 

iii[   ] Donor/development partner  

iv[   ] Other (SPECIFY):_______________ 

4.a. Have you ever applied for a loan from a bank and/or any financial institution? 

i.Yes 

ii.No 
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b. Was your loan successful 

i.Yes  

ii.No 

 

c. If not, state the reason 

 

i. high collateral 

ii.  high bank charges and fees 

iii.  lack of outside equity and venture capital 

iv.  high cost of credit 

 

5. Do banks and/or financial institutions willingly to provide financial assistance to your firm?  

       i. Yes 

       ii. No 

If No why………………………………………………… 

      

Organizational Barriers to business growth (OB) 

 

1. What number of employees fit within the following educations levels? 

i. No formal qualifications………. 

ii. Non graduate………. 

iii. Graduate…………. 

iv. Postgraduate…………. 

2.  Do you have problems in recruiting employees? 

i. Yes 

ii. No 

  If yes, what are the problems? …………………………………………........................................ 

 

3.  Are there any types of positions in your firm that are particularly hard to fill? 

i.   Yes 

ii. No 

 If yes, what are they? …………………………............................................................................ 

 

4. Do you plan to increase the labor force in the coming 5 years? 

i.   Yes 

ii. No 

 Explain why is that the case……………………………………………………………………… 

 

5. What type of education and/or training do you think your employees need to acquire in order 

to strengthen your business? ............................................................................................................ 

 

6. In what areas do management team and/or supervisors need additional training? 

………………………………………………………….................................................................. 

 

7. a. Is the current management team capable of handling anticipated growth in the coming years? 

……………………………………………………………………………...................................... 
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b. Why so……………………………………………… 

 

8. Is the current workforce sufficient in terms of skills and knowledge to handle growth and 

create strategies to make growth successful? ……………………………………..................... 

 

9. a What are your firm‟s objectives? …………………………………………….................. 

 

  b. In your opinion do they favor firm‟s growth? ………………………………................... 

 

External Barriers to business growth (EB) 

 

1. What challenges do you experience in your market?(Tick all relevant for your business) 

i.  Threat of New Entrant 

ii. Bargaining power of suppliers 

iii. Bargaining power buyers 

iv. Threat of substitute product or service 

v. Low demand product or service from customers 

vi. Exporting difficulties 

vii. Other(Specify) ……………………………………………………………….. 

 

2. Is there any competition for market share? 

i. yes 

ii. no 

 If yes, where is greatest competition from? …………………………….......................... 

 

3. a. Does competition in your market change? 

i. increases 

ii. Decreases 

iii. remains the same 

 

b. Why is that the case? ………………………………......................................................... 

 

4.  Does market share in your market change? 

i. increases 

ii. Decreases 

iiiremains the same 

Why is that so? …………………………………………...................................................... 

 

5. Do you experience any difficulties in acquiring raw materials? 

i.Yes 

ii No............................ 

If yes,  what are those difficulties …………………............................................................ 

 

7.  Is there any government interference in the course of carrying out your business activities? 

i.Yes 

ii.No. 

 If yes, what are they? …………………………………….......................................................... 
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8. Does your business involve exportation and/or importation of goods and/or services? 

i.Yes 

ii.No  

 If Yes, What problems do you encounter in importing and/or exporting products and/or services 

to other parts of the country and/or world due to government rules and regulations?  

……………………………………………………………….……............................................ 

Social Barriers to business growth (SB) 

1. Do you know any business association or societies that offer support to small business? 

i.Yes 

ii.No 

If yes, what do these business associations and/or society offer as support to your firm‟s 

business? ………………………………………………….......................................................... 

 

2. Do you trust fellow business owners in sharing ideas or asking for help? 

i. Yes 

ii. No 

 

3. What institutions, norms and relationships that exist within the society that hinders firm‟s 

growth? ……………………………………………………................................................ 

 

4. What problems do you encounter in communicating and networking with other business 

holders? ………………………………………………..............................................................  

 

PART FOUR: SMALL BUSINESS POLICY 

Legal/Institutional Barriers to business growth (LB) 

 

1. In the existing laws, rules and regulations which key items are so complex to fulfill in such a 

way that they do hinder firm‟s business growth? ...................................................................... 

 

2. Does the current taxing system in favor of your business? 

i.   Yes 

ii. No 

 

3. What changes need to be made to improve taxation rules and regulations? 

…………………………………………………………………………………………………… 

 

4.  Have you come across any discriminatory legal regulations in the course of doing business? 

i.   Yes 

ii. No 

 If yes, what are they? …………………………............................................................................ 

 

Small enterprises growth policy (SP) 

1. Do you think there is a need to have small business policy in Mozambique? 

i.Yes 

ii. No 

Why is that the case? ……………………………………............................................................. 
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2. Are you aware of the current small enterprises programs run by the government? 

i. Yes 

ii. No 

What are they? …………………………..................................................................................... 

  

3. Is the existing government policy focus on creating opportunities and motivation to small 

enterprises? 

i.   Yes 

ii. No 

  

4. Does existing policy assist in developing full potential and capabilities in terms of: (please 

mark  relevant responses) 

i. international expansion 

ii. innovation 

iii. technical issues 

iv. financing sources 

 

5. In the course of Government to develop measures in order to support small business growth in 

Mozambique, which among these are relevant to your business growth (please mark relevant 

responses) 

i. antitrust regulations 

ii. reduction of tax 

iii. simplification of taxation reporting systems 

iv. improved access to seed and venture capital financing 

v. improved access to research and development expertise 

vi. development of entrepreneurial climate 

 

6. In what area do you think the government has done the best in promoting good conditions for 

small enterprises growth? 

i. Capital return 

ii. Regulatory system simplification 

iii. Fostering entrepreneurship  

 

7. What role shall the government be involved to ensure that small businesses grow? 

i. constraining market forces 

ii. management of natural and human resources 

iii. creating more opportunities for doing business 

iv. promoting entrepreneurial skills among citizens 

 

8. In the development of small enterprises policy, what do you think should be given priority? 

i. production efficiency and capacity 

ii. labour force competence in science and technology 

iii. innovation 

iv. entrepreneurship 

Thank you for your time!!! 
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Appendix 4 Legislative in Mozambique 

The following table analyzes various legislative documents in order to understand a variety of issues 

surrounding SMEs in Mozambique. 

 

Policies, regulations, legislation for literature review 

All documents listed below may or may not exist, and may be listed  

incorrectly as a policy when in fact it could be a regulation or an Act 

  Name  

Does 

it  

exist

? 

Copy  

receiv

ed 

Does 

It 

impact 

on 

SMEs 

Which 

SMEs 

Does it 

or can it 

impact 

on 

unemplo

yment Details of SME impact 

Details of 

unemployment 

impact 

        

Yes, 

No 

Forma

l, 

Infor

mal 

sector, 

Not 

Applic

able Yes, No     

1 Law on 

Investment 

Yes Yes Yes Formal Yes This document allows 

investors to invest in the 

country. It could allow 

for the development and 

growth of new 

businesses. 

When investment 

increases , more 

firms open, more 

capital flows in to 

the country, which 

in turn means 

more employment 

2 Regulation of 

the Investment 

Law 

Yes Yes Yes Formal Yes This document has all 

the regulatory 

information necessary 

for investors. It impacts 

negatively on SMEs 

specifically because of 

the determination of 

national direct 

investment and foreign 

direct invest. Investor 

No investment in 

the country, will 

most certainly 

mean no means of 

employment. 
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may choose not to invest 

in a business because of 

the prohibiting values. 

3 Code of Fiscal 

Benefits for 

Investment 

Yes Yes Yes Formal Yes This is a good incentive 

to attract FDI, and 

thereby hopefully 

stimulate an increase in 

new businesses. Porter 

suggests that SMEs will 

be part of the growth. 

An increase in the 

number of 

businesses in 

Mozambique can 

only lead to an 

increase in jobs 

creation. 

4 4th 

Supplement 

for Simplified 

Licensing 

Yes Yes Yes Formal 

and 

Inform

al 

Yes This document 

simplifies the whole 

licensing process, by 

reducing the number of 

days an individual has to 

license their business. 

Highly beneficial 

because it will allow for 

more SMEs to open and 

the informal sector will 

be minimized. 

More businesses 

opening and more 

business becoming 

registered 

increases job 

creation. 

5 Fiscal System Yes Yes Yes Formal 

and 

Inform

al 

Yes Government taxes affect 

profit margins, it is also 

a barrier to entry, with 

the taxes so high people 

don't want to invest. 

Excessive government 

expenditure may cause a 

crowding out effect. 

Additionally, 

expansionary 

government fiscal policy 

of the past 10 years has 

created additional 

markets for SMEs as 

"employees" of 

government. More 

None 



64 
 

government projects 

especially small scale 

rural based projects 

means SMEs getting 

more money 

6 Land-Law 

Legislation 

Yes Yes No N/A No None None 

7 Commercial 

Code 

Yes Yes Yes Formal 

and 

Inform

al 

Yes This piece of legislation 

protects all business, 

small to large. This 

legislation does not 

particularly protect 

SMEs from corporations 

or from any other laws 

that may hinder SMEs  

The more firms in 

the country from 

small to large 

ones, the more 

employment will 

be made available 

8 Law no. 15/99 

of the 1st of 

November 

Yes Yes No N/A No None None 

9 Law no. 3/96 

of the 4th of 

January 

 

 

 

 

 

Yes Yes No N/A No None None 

10 Law no. 5/98 

of the 15 of 

January 

Yes Yes No N/A No None None 

11 Stamp code Yes Yes No N/A No None None 

12 Industrial Yes Yes No N/A Yes None It will impact 
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Property Code positively on 

unemployment 

because 

companies in 

industrial zones 

should be hiring a 

minimum of 500 

permanent 

employees of 

Mozambican 

nationality  

13 Industrial Free 

Zone 

Regulation 

Yes Yes No NA No None None 

15 Tourism Law Yes Yes Yes Formal

, 

inform

al 

Yes This piece of legislation 

stimulates creation of 

new business in 

particular SME. A way 

to improve the standard 

of local communities, by 

encouraging their active 

participation in the 

tourism sector.  

More tourism in 

the country, 

contributes to the 

creation of more 

firms which in 

turn contributes to 

job creation. 

16 Labour Law Yes Yes Yes Formal Yes It is becoming 

increasingly difficult to 

terminate contracts. The 

new labour law favors 

mostly Mozambicans.  

This new labour 

law puts a lot of 

emphasis on the 

hiring of nationals 

in order to curb 

unemployment 

17 Decree No. 

57/2003 on 

Employment 

of Foreigners 

Yes Yes No N/A  No None None 

18 Ministerial 

Diploma 

123/2006 on 

Minimum 

wage levels 

Yes Yes Yes Formal Yes This law can have 

negative impact on 

SMEs if not well 

managed. Increase in 

minimum wage my 

Less money in 

firms means no 

employment.  
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affect employment 

19 Corporate 

Income Tax 

Code 

Yes Yes Yes Formal Yes This legislation has a 

very negative impact on 

the start up rate of 

SMEs. The corporate 

income tax takes 32% of 

the revenue. Basically 

SMEs are losing a third 

of revenue to tax, 

hindering SME 

development and growth  

If the growth of 

SMEs is slowed, 

the creation of 

new jobs will also 

be slowed. 

20 Personal 

Income Tax 

Code 

Yes Yes Yes Formal Yes This legislation has a 

negative impact on 

business owners, 

specifically. Besides the 

high taxes in corporate 

income small business 

owners still have to pay 

equally high taxes for 

the personal income tax. 

This legislation 

helps to slow 

down and to some 

extent halt the 

creation of new 

businesses 

meaning new jobs 

will not be 

available. 

21 Trade law Yes Yes Yes Formal

, 

Inform

al 

Yes The import taxes are 

prohibitively high 

therefore inputs are 

costly especially for 

companies at small scale 

level. The new SADC 

free trade area does open 

up new markets in the 

region, meaning export 

oriented SMEs will 

benefit    

Export promoting 

trade law allows 

for the creation of 

a sustainable 

export based 

sector whereby 

SMEs have 

expanded markets 

therefore need to 

produce more 

therefore need to 

employ more  

22 Code of fiscal 

benefits 

Yes Yes Yes Formal Yes Came into effect on the 

1st of January 2009, this 

piece of legislation 

attempts to exempt or 

reduce the amount of tax 

to be paid in order to 

If taxes are 

lowered and more 

SMEs become 

legalized in the 

formal sector, 

there will be more 
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benefit activities that 

have a recognized public 

interest as well as to 

encourage the economic 

development of 

Mozambique 

employment 

available. 
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Appendix 5: SPSS results 

 

Sex  of respondent 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Male 25 83,3 83,3 83,3 

Female 5 16,7 16,7 100,0 

Total 30 100,0 100,0  

 

Education  Level 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Odinary Level 1 3,3 3,3 3,3 

Advanced Level 4 13,3 13,3 16,7 

College 12 40,0 40,0 56,7 

University 

Education 

13 43,3 43,3 100,0 

Total 30 100,0 100,0  

 

How long the firm has been into business 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid less than 1 year 7 23,3 23,3 23,3 

1-5 years 11 36,7 36,7 60,0 

6-10 years 9 30,0 30,0 90,0 

Above 10 years 3 10,0 10,0 100,0 

Total 30 100,0 100,0  

 

 

Startup size of employee 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 1-2 16 53,3 53,3 53,3 

3-4 10 33,3 33,3 86,7 

5-6 4 13,3 13,3 100,0 

Total 30 100,0 100,0  
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Current size of employee 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 1-2 11 36,7 36,7 36,7 

3-4 8 26,7 26,7 63,3 

5-6 2 6,7 6,7 70,0 

7-8 5 16,7 16,7 86,7 

9-10 3 10,0 10,0 96,7 

Above 10 1 3,3 3,3 100,0 

Total 30 100,0 100,0  

Growth  

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Increase 13 43,3 43,3 43,3 

Decrease 1 3,3 3,3 46,7 

Remain the same 16 53,3 53,3 100,0 

Total 30 100,0 100,0  

Was business started or bought 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Start 22 73,3 73,3 73,3 

Buy 8 26,7 26,7 100,0 

Total 30 100,0 100,0  

Access to finance 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Very 

difficult 

17 56,7 56,7 56,7 

Difficult 7 23,3 23,3 80,0 

Not sure 3 10,0 10,0 90,0 

Easy 3 10,0 10,0 100,0 

Total 30 100,0 100,0  
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Interest rate on bank loans 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Very 

difficult 

5 16,7 16,7 16,7 

Difficult 2 6,7 6,7 23,3 

Not sure 23 76,7 76,7 100,0 

Total 30 100,0 100,0  

Source of start up capital 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Banks 1 3,3 3,3 3,3 

Own Funds 26 86,7 86,7 90,0 

Family 3 10,0 10,0 100,0 

Total 30 100,0 100,0  

Sought for finencial assistance 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Yes 13 43,3 43,3 43,3 

No 17 56,7 56,7 100,0 

Total 30 100,0 100,0  

Where firm look for finencial assistance 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Government 2 6,7 6,7 6,7 

Private 7 23,3 23,3 30,0 

Donor or Development 

partner 

4 13,3 13,3 43,3 

none 17 56,7 56,7 100,0 

Total 30 100,0 100,0  

Have the firm applied for loan from bank and or finencial 

institution 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 10 33,3 33,3 33,3 

No 20 66,7 66,7 100,0 
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Interest rate on bank loans 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Very 

difficult 

5 16,7 16,7 16,7 

Difficult 2 6,7 6,7 23,3 

Not sure 23 76,7 76,7 100,0 

Total 30 100,0 100,0  

Was loan successful 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 6 20,0 20,0 20,0 

no 4 13,3 13,3 33,3 

none 20 66,7 66,7 100,0 

Total 30 100,0 100,0  

Reason for not being successful 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid high bank charges and 

fees 

4 13,3 13,3 13,3 

none 26 86,7 86,7 100,0 

Total 30 100,0 100,0  

Number of employees with no formal education level 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 0 16 53,3 53,3 53,3 

1-4 13 43,3 43,3 96,7 

5-8 1 3,3 3,3 100,0 

Total 30 100,0 100,0  

 

 

Number of employees with formal education but non graduate 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 0 4 13,3 13,3 13,3 

1-3 20 66,7 66,7 80,0 

4-6 5 16,7 16,7 96,7 
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Above 9 1 3,3 3,3 100,0 

Total 30 100,0 100,0  

 

 

Number of graduate employees 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 0 11 36,7 36,7 36,7 

1 6 20,0 20,0 56,7 

2 7 23,3 23,3 80,0 

3 4 13,3 13,3 93,3 

4 2 6,7 6,7 100,0 

Total 30 100,0 100,0  

 

 

Number of post graduate employees 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid 0 28 93,3 93,3 93,3 

1 2 6,7 6,7 100,0 

Total 30 100,0 100,0  

 

 

Problems in recruiting employees 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 7 23,3 23,3 23,3 

no 23 76,7 76,7 100,0 

Total 30 100,0 100,0  

 

 

 

Any plan to increase labor force 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 20 66,7 66,7 66,7 

no 10 33,3 33,3 100,0 
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Any plan to increase labor force 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 20 66,7 66,7 66,7 

no 10 33,3 33,3 100,0 

Total 30 100,0 100,0  

 

Type of training or education required to strengthen business 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Technical 3 10,0 10,0 10,0 

Information 

tchnology 

2 6,7 6,7 16,7 

Communication 

skills 

7 23,3 23,3 40,0 

None 18 60,0 60,0 100,0 

Total 30 100,0 100,0  

Current management team capable of handling anticipated 

growth 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 20 66,7 66,7 66,7 

no 10 33,3 33,3 100,0 

Total 30 100,0 100,0  

Current workforce have sufficient skills and knowledge to 

handle growth and create strategies 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 24 80,0 80,0 80,0 

no 6 20,0 20,0 100,0 

Total 30 100,0 100,0  

 

Do the objectives favour growth 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 30 100,0 100,0 100,0 
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Threat of new entrants 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 22 73,3 73,3 73,3 

none 8 26,7 26,7 100,0 

Total 30 100,0 100,0  

 

 

 

Low demand of product or service from customers 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 19 63,3 63,3 63,3 

none 11 36,7 36,7 100,0 

Total 30 100,0 100,0  

Is there Competition for market share 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 28 93,3 93,3 93,3 

no 2 6,7 6,7 100,0 

Total 30 100,0 100,0  

Change in market share 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Increase 22 73,3 73,3 73,3 

Decrease 2 6,7 6,7 80,0 

Remain the same 6 20,0 20,0 100,0 

Total 30 100,0 100,0  

Government interference in course of carrying out business 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 5 16,7 16,7 16,7 

no 25 83,3 83,3 100,0 

Total 30 100,0 100,0  
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Do you know association or sociaty that favour your business 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 8 26,7 26,7 26,7 

no 22 73,3 73,3 100,0 

Total 30 100,0 100,0  

 

Trust to fellow business owners in sharing ideas or asking help 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 11 36,7 36,7 36,7 

no 19 63,3 63,3 100,0 

Total 30 100,0 100,0  

 

Current tax system favour business 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid no 30 100,0 100,0 100,0 

 

Changes need to be made to improve taxation rules and regulations 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid Lower tax and easy 

payment methods 

25 83,3 83,3 83,3 

Improve taxation rules 3 10,0 10,0 93,3 

none 2 6,7 6,7 100,0 

Total 30 100,0 100,0  

 

Need for small business policy 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 29 96,7 96,7 96,7 

no 1 3,3 3,3 100,0 

Total 30 100,0 100,0  
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Creating motivation and oppotunity to small businesses 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 27 90,0 90,0 90,0 

no 3 10,0 10,0 100,0 

Total 30 100,0 100,0  

 

Technical issues 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 16 53,3 53,3 53,3 

none 14 46,7 46,7 100,0 

Total 30 100,0 100,0  

 

 

Financing sources 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 14 46,7 46,7 46,7 

none 16 53,3 53,3 100,0 

Total 30 100,0 100,0  

 

Tax rduction 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 24 80,0 80,0 80,0 

none 6 20,0 20,0 100,0 

Total 30 100,0 100,0  

 

Simplification of taxation reporting system 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 21 70,0 70,0 70,0 

none 9 30,0 30,0 100,0 

Total 30 100,0 100,0  
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Improved access to seed and venture capital financing 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 20 66,7 66,7 66,7 

none 10 33,3 33,3 100,0 

Total 30 100,0 100,0  

 

 

Improved access to research and development expertise 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 12 40,0 40,0 40,0 

none 18 60,0 60,0 100,0 

Total 30 100,0 100,0  

 

 

Developmnt of enterpreneurial climate 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 12 40,0 40,0 40,0 

none 18 60,0 60,0 100,0 

Total 30 100,0 100,0  

 

 

Fostering entrepreneurship 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 20 66,7 66,7 66,7 

none 10 33,3 33,3 100,0 

Total 30 100,0 100,0  
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Creating oppotunity for doing business 

 
Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Valid yes 27 90,0 90,0 90,0 

none 3 10,0 10,0 100,0 

Total 30 100,0 100,0  

 

Reliability Test 

  

Case Processing Summary 

 N % 

Cases Valid 30 100,0 

Excludeda 0 ,0 

Total 30 100,0 

a. Listwise deletion based on all variables 

in the procedure. 

Reliability Statistics 

Cronbach's 

Alpha N of Items 

,875 8 

Case Processing Summary 

 N % 

Cases Valid 30 100,0 

Excludeda 0 ,0 

Total 30 100,0 

a. Listwise deletion based on all variables 

in the procedure. 

Reliability Statistics 

Cronbach's 

Alpha N of Items 

,742 9 

Case Processing Summary 

 N % 

Cases Valid 30 100,0 

Excludeda 0 ,0 

Total 30 100,0 
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Case Processing Summary 

 N % 

Cases Valid 30 100,0 

Excludeda 0 ,0 

Total 30 100,0 

a. Listwise deletion based on all 

variables in the procedure. 

 

 

Reliability Statistics 

Cronbach's 

Alpha N of Items 

,636 49 

elations 

 

Correlation Matrix 

 

 

Growth  

Access to 

finance 

Number of 

graduate 

employees 

Number of 

post graduate 

employees 

Type of 

training or 

education 

required to 

strengthen 

business 

Threat of new 

entrants 

Low demand 

of product or 

service from 

customers 

Trust to 

fellow 

business 

owners in 

sharing ideas 

or asking help 

Problems in 

communicati

ng and 

networking 

between 

businesses 

Current tax 

system favour 

business 

Creating 

motivation 

and 

oppotunity to 

small 

businesses 

Technical 

issues 

Tax 

rduction 

Simplificatio

n of taxation 

reporting 

system 

Improved 

access to 

research and 

development 

expertise 

Spearman's rho Growth in number of 

employees 

Correlation 

Coefficient 

1,000 -,386* -,507** -,300 ,222 ,557** -,287 -,137 ,081 . ,081 -,167 -,049 ,456* -,058 

Sig. (2-tailed) . ,035 ,004 ,108 ,239 ,001 ,124 ,471 ,672 . ,672 ,377 ,795 ,011 ,760 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Access to finance Correlation 

Coefficient 

-,386* 1,000 ,346 -,017 -,185 -,010 ,004 -,236 ,196 . -,107 -,301 -,107 -,117 -,096 

Sig. (2-tailed) ,035 . ,061 ,928 ,327 ,959 ,981 ,209 ,300 . ,572 ,106 ,572 ,538 ,612 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Number of graduate 

employees 

Correlation 

Coefficient 

-,507** ,346 1,000 ,401* ,056 -,321 ,083 ,207 -,141 . -,180 ,024 -,485** -,392* -,294 

Sig. (2-tailed) ,004 ,061 . ,028 ,770 ,084 ,663 ,272 ,457 . ,342 ,900 ,007 ,032 ,115 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Number of post 

graduate employees 

Correlation 

Coefficient 

-,300 -,017 ,401* 1,000 -,009 -,161 ,074 ,203 -,120 . -,089 ,286 -,134 -,175 -,055 

Sig. (2-tailed) ,108 ,928 ,028 . ,963 ,395 ,698 ,281 ,529 . ,640 ,126 ,481 ,355 ,775 
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N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Type of training or 

education required to 

strengthen business 

Correlation 

Coefficient 

,222 -,185 ,056 -,009 1,000 ,352 -,228 ,114 ,151 . ,015 -,193 -,230 ,091 ,058 

Sig. (2-tailed) ,239 ,327 ,770 ,963 . ,056 ,227 ,549 ,426 . ,939 ,306 ,221 ,633 ,760 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Threat of new entrants Correlation 

Coefficient 

,557** -,010 -,321 -,161 ,352 1,000 -,302 ,146 ,034 . ,050 -,111 -,113 ,592** -,277 

Sig. (2-tailed) ,001 ,959 ,084 ,395 ,056 . ,104 ,441 ,860 . ,792 ,560 ,552 ,001 ,138 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Low demand of product 

or service from 

customers 

Correlation 

Coefficient 

-,287 ,004 ,083 ,074 -,228 -,302 1,000 -,139 ,186 . ,208 ,259 -,035 -,045 -,226 

Sig. (2-tailed) ,124 ,981 ,663 ,698 ,227 ,104 . ,465 ,326 . ,271 ,167 ,856 ,812 ,230 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Trust to fellow business 

owners in sharing ideas 

or asking help 

Correlation 

Coefficient 

-,137 -,236 ,207 ,203 ,114 ,146 -,139 1,000 -,433* . ,023 ,157 ,035 ,045 -,056 

Sig. (2-tailed) ,471 ,209 ,272 ,281 ,549 ,441 ,465 . ,017 . ,904 ,407 ,856 ,812 ,767 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Problems in 

communicating and 

networking between 

businesses 

Correlation 

Coefficient 

,081 ,196 -,141 -,120 ,151 ,034 ,186 -,433* 1,000 . ,050 -,120 ,149 ,000 ,152 

Sig. (2-tailed) ,672 ,300 ,457 ,529 ,426 ,860 ,326 ,017 . . ,794 ,529 ,432 1,000 ,422 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Current tax system 

favour business 

Correlation 

Coefficient 

. . . . . . . . . . . . . . . 

Sig. (2-tailed) . . . . . . . . . . . . . . . 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Creating motivation and 

oppotunity to small 

businesses 

Correlation 

Coefficient 

,081 -,107 -,180 -,089 ,015 ,050 ,208 ,023 ,050 . 1,000 ,356 -,167 ,024 -,181 

Sig. (2-tailed) ,672 ,572 ,342 ,640 ,939 ,792 ,271 ,904 ,794 . . ,053 ,379 ,899 ,337 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Technical issues Correlation 

Coefficient 

-,167 -,301 ,024 ,286 -,193 -,111 ,259 ,157 -,120 . ,356 1,000 ,200 ,117 -,055 

Sig. (2-tailed) ,377 ,106 ,900 ,126 ,306 ,560 ,167 ,407 ,529 . ,053 . ,288 ,539 ,775 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Tax rduction Correlation 

Coefficient 

-,049 -,107 -,485** -,134 -,230 -,113 -,035 ,035 ,149 . -,167 ,200 1,000 ,218 ,408* 

Sig. (2-tailed) ,795 ,572 ,007 ,481 ,221 ,552 ,856 ,856 ,432 . ,379 ,288 . ,247 ,025 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 
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Simplification of 

taxation reporting 

system 

Correlation 

Coefficient 

,456* -,117 -,392* -,175 ,091 ,592** -,045 ,045 ,000 . ,024 ,117 ,218 1,000 -,059 

Sig. (2-tailed) ,011 ,538 ,032 ,355 ,633 ,001 ,812 ,812 1,000 . ,899 ,539 ,247 . ,755 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

Improved access to 

research and 

development expertise 

Correlation 

Coefficient 

-,058 -,096 -,294 -,055 ,058 -,277 -,226 -,056 ,152 . -,181 -,055 ,408* -,059 1,000 

Sig. (2-tailed) ,760 ,612 ,115 ,775 ,760 ,138 ,230 ,767 ,422 . ,337 ,775 ,025 ,755 . 

N 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 

*. Correlation is significant at the 0.05 level (2-tailed). 

**. Correlation is significant at the 0.01 level (2-tailed). 

 


