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ABSTRACT :Entrepreneurship is crucial for stimulating economic growth in South Africa by promoting innovation,
generating employment, and improving the socio-economic welfare of its populace. This desktop assessment examines
the processes by which entrepreneurship fosters economic development in the country. Essential aspects encompass the
establishment of new enterprises, the launch of novel products and services, and the enhancement of market rivalry.
Moreover, entrepreneurship facilitates the effective allocation of resources and the enhancement of human capital. The
analysis underscores the obstacles encountered by South African businesses, including legislative constraints, restricted
access to capital, and insufficient support mechanisms. It also analyzes the effects of legislative initiatives designed to
foster a favourable climate for entrepreneurial endeavours. The results indicate that a strong entrepreneurship framework
and focused assistance for high-growth and technology-driven enterprises may markedly improve economic growth and
decrease unemployment rates. This paper emphasizes cultivating a dynamic business environment for sustainable

economic development in South Africa.

INTRODUCTION

The paper examined theinfluence of entrepre-
neurship and soci o-economic devel opment on pro-
moting socia and economic advancement through
small, micro, and medium-sized enterprises
(SMMES) in South Africa. “ Theresearch suggests
that, like to other devel oping nations, South Afri-
ca s soci o-economic devel opment strategy focus-
eson optimizing entrepreneuria potential and sup-
porting small, micro, and medium-sized enterprises
(SMMEs)” (SBPAlert 2014).

Studies indicate that entrepreneurship and
small, medium, and micro businesses (SMMES)
areacknowledged intheliterature asvital contrib-
utorsto economic growth and employment gener-
ation (Enaifoghe & Vezi-Magigaba, 2022; Chinweu-
baand Sunday 2015: 3). Dzand (2004:25) and Mitch-
ell (2013) “ contend that the growth and advance-
ment of SMMEs might be the most efficacious
approach to attain sustainable development by
alleviating unemployment and its associated pov-
erty and inequality in developing countries’.

Agupusi (2007:1) recognized theindustry asa
“catalyst for economic advancement.” “ The South
African government has prioritized entrepreneur-
ship and the SMME sector sincethe publishing of
the 1995 White Paper on SMME development”

(Enaifoghe 2024a). The Small Enterprises Devel-
opment Agency (SEDA) and anindependent Min-
istry of SMMEswere formed to enhancethis sec-
tor and positionit asacrucid catalyst for econom-
icgrowth (Bureau for Economic Research 2016:5).
The extent to which SMMEs have contributed to
socioeconomic improvement in the economy re-
mains ambiguous, contested, and debatable.

The SMME initiatives implemented in South
Africafail to foster entrepreneurship, inventive-
ness, and a start-up culture conducive to genuine
economic growth. Ramsurgj (2023: 3) assertsthat
the SMME sector isnot only ineffectivein allevi-
ating the persistent unemployment ratesin South
Africabut thisfailureisalso considered acontrib-
uting factor to the situation. This perspective is
derived fromWinter (1995:27), who contendsthat
SMMES function primarily as net job destroyers
duetotheir elevated failurerate.

Rambe and Mosweunyane (2017:7) articul ated
analogous views, asserting that the nation’s ele-
vated rate of SMME closures poses significant
issues regarding the sustainability of SMMEs as
catalysts for job creation and poverty reduction.
Likewise, the Smal BusinessIngtitute (SBI) (2019)
indicates that the contribution of SMMEs to job
creation is diminishing, as larger enterprises are
augmenting their workforceat asubstantially fast-
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er ratethan SMMEs. Thissectionwill address sev-
eral concepts, including the contextual viewpoint
on the government’s and large corporations’ dis-
interest in socioeconomic growth, entrepreneur-
ship, and the obligations of small, medium, and
micro enterprises (SMMES) within the nation.

Objective of the Study

The main aim of this study is to examine the
methods by which entrepreneurship stimulates
economic growth in South Africa. The study spe-
cifically intendsto:

1 Determinetheprincipal € ementsthat facili-
tatethe successof entrepreneuria enterpris-
esin promoting economic growth.

2. Examine the effects of entrepreneurship on
employment generation, innovation, and mar-
ketrivary.

3. Analyze the obstacles encountered by en-
trepreneurs in South Africa, encompassing
regulatory impediments, financial bil-
ity, and support frameworks.

4. Assesslegidativereformsand effortstofos-
ter entrepreneurship and their efficacy ines-
tablishing afavourable climatefor company
devel opment.

5. Evauaetheimpact of high-growthandtech-
nol ogy-driven enterprisesonimproving eco-
nomic performance and decreasing unem-
ployment rates.

The study offers suggestions for cultivating a
dynamic entrepreneurial ecosystem that promotes
sustainable economic growth. By accomplishing
these objectives, “the research aims to provide
important insights and practica solutions to aug-
ment therole of entrepreneurshipin South Africa's
economic growth”.

RESEARCH METHODOLOGY

The research used advanced desktop search
and thematic content data analysisto obtain most
of itsdata. Withthe help of written materialsinthe
public or private domain, this method enablesre-
searchers to examine various literature gathered
through desktop-based research (Sileyew 2019).
Based on their importance to the study, the re-
searchers assessthe materia sthey consult for rel-
evance (Silverman 2016). This approach enables
“researchersto access varied literature and assess
the pertinent news of the papers they consult de-
pending on their value to the study” (Enaifoghe
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2020:119). Thisstudy’sdatawere mainly gathered
from secondary sources and examined based on
this publication’s content.

Among the procedures used to carry out this
investigation wasareview of relevant literaturein
the field of study. The study researched desk to
acquire datafrom published secondary sourcesfor
this project. The following sources included “aca-
demic journals, conference presentation reports,
news pieces, public mediaarticles, published books,
and published books’. Google Scholar and other
search engineswere a o used to hunt for informa-
tion. Additionaly, library accesswas madepossible
viaingtitutiona resourceslike EBSCOhost and Em-
erald Insght. The inclusion criteria considered re-
giona and worldwideliteratureexplaining how ma-
jor and minor businesses, the government, and the
university perform economic functions.

Methods

Theresearch titled “ The Mechanism of Entre-
preneurship in Fostering Economic Growth in
SouthAfrica’ will utilizeboth qualitative and quan-
titative approaches for an exhaustive investiga-
tion. The principal approaches comprise:

LiteratureReview: A comprehensveexamina
tion of the current literature about entrepreneur-
ship and economic growth, with an emphasis on
South Africa. Thisassist inidentifying major top-
ics, trends, and deficienciesin existing studies.

Case Studies: Examining particular case stud-
ies of high-growth entrepreneuria initiatives in
South Africato comprehend the elements that fa
cilitate their success and their influence on eco-
nomic growth.

Policy Analyss: Assessing current policiesand
changesdesigned to foster entrepreneurship, eval-
uating their effectiveness, and pinpointing oppor-
tunities for enhancement.

Compar ativeAnalyss. Evauating South Afri-
ca's entrepreneurial environment againgt that of
other nations to discern best practices and possi-
bleareasfor improvement.

Thisresearch used these approaches to deliv-
er acomprehensive and sophisticated knowledge
of the role of entrepreneurship in fostering eco-
nomic growthin South Africa.

LiteratureReview

Theliterature highlighting the responsibilities
of SMMEs within South Africa's unique socio-
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economic setting, marked by “itshistory of apart-
heid, inequality, unemployment, and socia instabil-
ity, was chosen through a deliberate method”. The
following principles support the analysis and in-
vestigation withinthetheoretical framework of this
study. The study employed these categories as a
framework and search criteriato gather relevant data
from secondary sourcesthat corroborated the find-
ings. In contrast, another body of research asserts
that SMMESs lead in job creation and poverty re-
duction (Enaifoghe, 2024b; Economy Bulletin, 2017,
Kongolo, 2010; Cant et d. 2014; Dzand 2004).

Mitchell (2013:27) gtates, “attention in South
Africais now focused on entrepreneurship to re-
solvethisissue dueto theinability of largeindus-
try and the public sector to generate employment.”
Moreover, the Real Economic Bulletin (2017:2)
states, “in 2015, therewere 5.8 million employees
in official small businesses, in contrast to 3.6 mil-
lion employees in large businesses.” Business
Unity SouthAfrica(BUSA) (2019: 23) corroborates
these numbers by asserting that “SMEs consti-
tute the predominant source of private employ-
ment in South Africa, contributing 65 percent of all
job opportunities.” These positive depictions of
SMME impact alignwith prior international study
results.

The absence of definitive evidence about the
extent towhich SMMEsadlleviate poverty, provide
employment, and foster economic growth under-
minesthe presumption of SMMEsascataystsfor
economic advancement (Enaifoghe, 2024c; Enai-
foghe & Durokifa 2024; Cant & Stanford 2006).
SMMEs are acrucia component of “South Afri-
ca sstrategy for socioeconomic development”. The
research’s statement of objective indicates a di-
vergencein theliterature about the significance of
entrepreneurship and SMMEs as instruments for
socioeconomic devel opment.

The inconsistency of South Africa's govern-
ment and big corporationshas hindered small busi-
nesses from achieving socioeconomic develop-
ment goals. According to Machirori and Fatoki
(2013:115), thecapacity of thegovernment andlarge
enterprisesto tackle the nation’s most urgent eco-
nomic issues and their commitment to enhancing
the socioeconomic circumstances of the populace
are reportedly questionable. In South Africa, the
corporate sector hasbeenimplementing workforce
reductionsfor the past decade, and the overstaffed
public service has likely exceeded its sustainable
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capacity, necessitating imminent pressure to de-
crease employment level sto more managesblefig-
ures (Enaifoghe and Vezi-Magigaba 2024; Enai-
fogheet a. 2024; Mohedeen 2019).

The above indicates that, as will be demon-
strated subsequently, these organizations have
considerably expanded thearray of challengesthat
SMMEsmust confront, including poverty, unem-
ployment, racia discord, economictransformation,
and fostering a favorable national sentiment
through their initiatives. The research evaluates
the*contributions of small and medium-sized en-
terprises (SMMES) to economic growth and the
resolution of socia concerns in an environment
wherelarge corporationsand thegovernment seem
to be little engaged”. This analyss investigates
how small, medium, and micro enterprises
(SMMEs) in South Africaare actively driving so-
cioeconomic development amongst the inertia of
large corporations and government entities. This
article systematically analyzes* the socioeconom-
ic development roles of SMMEsin South Africa,
giventhe considerable apathy of corporationsand
government”.

Rolesof Entrepreneur shipand SMME in South
African Economic Development

Entrepreneurship and Small, Micro, and Medi-
um Enterprises (SMMES) are vital catalysts for
South Africa's economic growth. This literature
review analyzesthese organisations several func-
tionsin promoting economic growth, job creation,
and socio-economic development. As indicated
by Enaifoghe and Ramsurgj (2024), “ entrepreneur-
ship and Small, Medium, and Micro Enterprises
(SMMES) areessentia for South Africalseconom-
ic advancement, facilitating job creation”, promot-
ing innovation, and making substantial contribu-
tionsto GDPwhileaso being pivota inaleviating
poverty and ensuring socia stability.

Scholars like Enaifoghe and Vezi-Magigaba
(2022) and Buthelezi et d. (2018) believethat Small
and medium-sized enterprisesprovide an excellent
environment for skill enhancement and capacity
development. Owingtotheir reduced size, employ-
ees frequently assume various roles, acquiring a
diverse skill set and invaluable experience. This
varied experience providesemployeeswith trans-
ferableabilitiesadvantageousfor their careers(Lee
etal., 2016). Moreover, thelearning environment at
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SMIEsistypicdly morepractical and collaborative, pro-
moting knowledge exchangeand skill devel opment.

Small and Medium-sized Enterprisesareapiv-
otal catalyst for economic growth and develop-
ment in South Africa. Their contributions encom-
passseveral dimensions: job creation, innovation,
economic diversification, and skillsdevelopment.
Acknowledging the critical importance of SMEs
and offering them requisite support will enhance
thenation’seconomic resilienceand success (Regi-
nald and Millicent 2014: 3). As South Africa
progresses, cultivating and promoting the devel-
opment of thesefirmswill surely remainapriority
for a prosperous economy.

Economic Advancement and I nnovation

“Entrepreneurship and small, medium, and mi-
croenterprises(SMMES) play acrucia roleineco-
nomic growth” by bringing innovative goods and
services, fostering competition, and improving pro-
ductivity. Research demonstratesthat small, medi-
um, and micro enterprises(SMMES) arecrucia in
generating employment and promoting socia and
political equity within the nation (Reginald and
Millicent 2014). Theentrepreneurial sector isseen
asa“catalyst of economic advancement,” foster-
ing innovation and economic vitality.

Employment Generation and Poverty Reduction

Entrepreneurship and small, medium, and mi-
croenterprises(SMMEs) play acrucid roleingen-
erating job prospects. By creating employment
opportunities, these firms contribute to diminish-
ing unemployment and mitigating poverty (Enai-
foghe 20244). Researchindicatesthat small, medi-
um, and micro enterprises (SMMES) play acrucia
rolein mitigating socio-economicissues, especial-
ly in developing nations such as South Africa
(Chinweuba and Sunday, 2015). The South Afri-
can government has prioritized the expansion of
“the SMME sector since the release of the 1995
White Paper on SMME development”.

Socio-Economic Advancement

Entrepreneurship and small, medium, and mi-
cro enterprises (SMMEs) are essential for socio-
economic development (Enaifoghe 20244). They
foster equitable growth and mitigate inequality.
They enhance the cultivation of human capital and
the effective alocation of resources (Rambe and
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Mosweunyane, 2017). Theliteratureemphasizesthe
dgnificance of cultivating adynamic business envi-
ronment to attain sustai nableeconomic devel opment.

Obstacles and Limitations

Despite their substantial contributions,
SMMEs have many hurdles that impede their
growth and success (Reginald and Millicent 2014).
These encompass legidative constraints, restrict-
ed accessto capital, and insufficient support mech-
anisms. Comprehending these limitations is cru-
cid for formulating effectivepaliciesandinitiatives
to assist the SMME sector.

Policy Formulation and Assistance

The South African government has enacted
severa policy reforms and measuresto foster en-
trepreneurship and assist SMMEs. These initia-
tives encompass the creation of the Small Enter-
prise Development Agency (SEDA) and severa
support agencies(Buthdlezi et d. (2018:9). Assess-
ing the effects of these policies is essentia for
pinpointing areas for enhancement and guaran-
teeing the success of entrepreneuria enterprises.

Compar ativePer spectivesof SMME in
SouthAfrica

Comparative studiesemphasisethedigtinctive
characteristics of the SMME sector in South Afri-
ca and offer insights into exemplary approaches
from other nations. According to Enaifoghe and
Ramsurg) (2024), these comparisonsfacilitate the
identification of progpectiveareasfor improvement
and guide policy formulation. “ Entrepreneurship
and smal, medium, and micro enterprises(SMMES)
are essential to South Africa's economic growth”.
The scholars further indicated that SMME foster
innovation, provide employment, and encourage
inclusive development (Enaifoghe and Ramsuraj,
2024). Confronting the obstacles encountered by
these firms and cultivating a conducive entrepre-
neurial ecosystem is vital for attaining sustained
economic devel opment.

Contributionsby South Africa’ sbusinessesand
gover nment to br oaden thenational economy

Research consensusindicatesthat SMMEsare
vital to the economy. According to research (Ed-
miston, 2012), SMMEs serve asthe driving force
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of the American economy despite the presence of
large corporations. Lee et d. (2016) report that
SMMES constitute 90 percent of global firms, em-
ploy over 50 percent of private sector workers, and
account for 56 percent of Sweden’seconomicval-
ue. Ina2017 study in India, Nagaya (2017) found
that small, medium, and micro enterprises(SMMES)
positively influenced economic growth by gener-
ating employment and dleviating poverty. Further-
more, SMM Esfacilitate economic growth and act
as catalysts for the development of the Nigerian
economy (Belloetd., 2018).

Statistics indicate that SMEs congtitute over
91 percent of South Africa’s legal business enti-
ties, account for between 51 percent and 57 per-
cent of the national GDP, and provide 60 percent of
all employment (Reginald and Millicent 2014: 3).
To illudtrate the extent of the contributions made
by South Africa's businesses and government to
the broader national economy, reverse statistics
will be utilized on the SMME data. SEDA (2018)
found that the economic contributions of SMMEs
are underestimated, contested, and diminished,
despiteclaimsof their substantial rolein economic
growth (Turyakiraet d. 2012: 106; Gebremariam et
al., 2004). Despitethe numerical predominance of
SMMESsin the economy, Enaifogheand Ramsurgj
(2024), dongwith Fjoseet al. (2010:12), indicate
that there is less evidence to substantiate their
contribution to economic growth, as they siphon
limited resourcesfrom bigger enterprises.

Audretsch et a. (2000) contend that “ SMMEs
obstruct rather than promote economic advance-
ment”. Utilizing “the elevated failurerates of start-
ups, it is clear that any initia investment is lost
with the demise of asmall firm”. Thisviewpoint,
however, “neglects to acknowledge that SMMEs
employ resources like unskilled labor, which big-
ger corporations deem extraneous and unproduc-
tive’ (Dzans 2004), to manufacture goodsand ser-
vices. It aso “neglects that small firms act as a
channel for identifying potential organizational
leaders and managers within local communities’
(Quaddusand Hofmeyer 2007).

Furthermore, data from the affluent European
Union economic bloc, where 93 percent of al firms
are small businesses, contradicts the findings of
Audretsch et al. (2000). The efficacy of large cor-
porations as a definitive solution for advancing
socioeconomic development in this situation is
contentious. Historical evidenceindicatesthat “in
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South Africa, akin to other regions of the conti-
nent, the presence of substantial entities such as
multinational corporations (MNCs)” without the
active participation of small enterprisessignificant-
ly contributesto poverty, unemployment, and dug-
gish economic growth (Enaifoghe and Vezi-Magi-
gaba 2022). Therefore, it isimportant to consider
both the historical backdrop of economic growth
in South Africa and specific criteria intended to
evaluate the socioeconomic effect of SMMEs
when analyzing their function.

In South Africa, SMMEswere mostly viewed
aselements of theinformal sector and functioned
on the periphery of economic recognition during
apartheid, a condition that largely endures today.
Buthelezi et al. (2018:9) anayzed market concen-
tration in South Africa and determined that large
enterprises dominate markets due to historical ad-
vantages, including governmenta support, which
smadl, medium, and microenterprises(SMIMES) lack.
The research indicatesthat “prior to 1994, cultural
norms and legal constraints hindered black entre-
preneurs from owning and operating enterprises’
(Tengeh 2013). “ Theprimary conclusionisthat dem-
ocratic South Africastarted with alimited cohort of
established small enterprises as a result of apart-
heidregulations’ (Red Economy Bulletin 2017:6).

Consequently, although business incubation
programs are often targeted at small enterprises,
historical experiences within the business envi-
ronment indicate that a comprehensive incubation
strategy is essentid for the whole small business
economy to evolve and matureinto aviable sector.
Mitchell (2013) contendsthat “the local economic
sructureremained largely unchanged following the
onset of democracy, as SMMEs persist in being
economicaly margindized fromthemainsreamecon-
omy due to the mistrust perpetuated by enduring
gpartheidingtitutionsand theracialy exclusivecul-
ture of business networks in the country” in sup-
port of thisperspective (Mitchell 2013: iv). Impracti-
ca industry laws continuetoimpede SMMEsfrom
obtaining capital from corporate banks, so exclud-
ing them from mainstream economic standards (Cant
etd. 2014; Red Economy Bulletin2017).

RESULTS
BarriersHindering Growth of SMMEs

Urban (2018) asserts that tight oligopoliesin
many sectors, dominated by a limited number of



6 ANDREW ENAIFOGHE, NOKUKHANYA. N. JLI-MBANJWA, RICHARDS. M. MTHETHWA

big firms that establish substantial barriersto en-
try, impedethegrowth of small, medium, and micro
businesses (SMMEs). Consequently, SMMEsare
obligated to function in less safeguarded areas
such as commerce, retail, and business services.
Chikwecheand Mujeyi’s(2015: 5) researchin Zim-
babwe asserts that “ utilizing established national
economicindicatorssuch as GDP, formal employ-
ment statistics, or export values inadequately re-
flectsthe contributions of the SMME sector tothe
economy, especially in developing nations.”
Chikwecheand Mujeyi (2015) propose utiliz-
ing matrices outs dethe conventional employment
levels axis to evaduate “SMME contributions to
socio-economic devel opment, acknowledging the
increasing importance of the informal economy.
Thisaignswith the conclusions obtained by Clar-
ke and Klettner in 2009". Datafrom 2013 indicates
that theinformal economy employsabout 2.4 million
workers, “representing 13 percent of thelabor force,
and providesemployment for over 4.4 millionunem-
ployed individuals and 14.9 million adults deemed
economicdly inactive’. These gtatistics undeniably
play acrucid roleinthenation’ssocia and economic
advancement” (Smdl Businessinditute 2019).

TheEconomic Contributionsof Small, Medium,
and MicroEnterprises

In addition to “their economic contributions,
small enterprises offer social advantages, such as
familial and communal cohesion, which improve
thequdlity of lifein communities’. Specificaly, lo-
cating dependable and current information about
SMME activity in South Africaischalenging. The
issue isintensified by the use of “varied method-
ologies by different scholars and organizationsto
gather data on SMMES’ (Bureau for Economic
Research 2016:14), leading to inconsistent esti-
mates of the quantity and potential economic in-
fluence of SMMEs.

In contrast to “the Small Business Ingtitute's
(2019) assertion that just 25,000 exigt, estimates of
SMMEsfluctuate between 1.2 millionto6 million”.
The Small BusinessIngtitute claimsthat large cor-
porations and the government constitute 56 per-
cent of total employment, making themthe primary
employers. Consequently, “the significant discrep-
anciesin the statistics about the size and status of
the South African SMME sector render any esti-
matespotentidly dismissibleasguesswork” (SEDA
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2018:2). Due to the ambiguity around the size of
the SMME sector, thediscourse onitssignificance
for socioeconomic growth is expected to persist
(SBPAlert 2014). Following the establishment of
the context for SMMEsin South Africa, the subse-
quent section addresses the theoretical and con-
ceptua issues that underpin this study.

Conceptual Challengesof Social and Economic
Development in SouthAfrica

Socio-economicAdvancement in South Africa

Thisresearch defines socia and economic de-
velopment astheimprovement of living standards
and the advancement of individuals social and
economic conditions(ljere2014:27). Metricsem-
ployed to assess social and economic progress
includethequantity of SMMEs, GDP, employment
levels, economic growth, wealth production, and
changes in political, racial, and transformational
national aspirations.

Small, Medium,and MicroEnterprises(SVIMES)
and Entrepreneur ship

Chivasa (2014:5) defines entrepreneurship as
creating new economic entitiesto provide unique
commodities and services. This research broadly
defines entrepreneurship as the ability to initiate
and sustain a business, in accordance with the
neoclassical perspective. Tustin (2015:79) defines
an SMME asany enterpriseemploying fewer than
200 individuals, encompassing street sellers. The
assertion seeksto acknowledge the importance of
economic hubs, which are often disregarded by
formal andlegal definitionsof SMMEs.

TheRoleof SMM EsintheEconomy and M gj or
Corporations

Elementsof SMM E Contributionsto Socioeco-
nomic Development in South Africa

The following results “outline the numerous
contributions of SMMES to economic growth in
South Africa, based on thethree main components
of this study”. The inquiry will assess each role
separately. Research demonstrates that SMMEs
are integral to South Africa’s socioeconomic ad-
vancement. Small, Medium, and Micro Enterprises
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(SMMEsS) provide severa functions, such as con-
necting urban economic hubswith rural areasand
generating employment for marginalized commu-
nities, especialy inrural localeswhere they oper-
ate as centers of commercid activity (Enaifoghe
and Ramsurg) 2024).

“Small, Medium, and Micro Enterprises
(SMMES)” offer regional optionsfor employment
development in urban areas. The study corrobo-
rated these findings by indicating that SMMESin
South Africa s context, marked by substantial cor-
porate presence and governmental apathy towards
socioeconomic advancement, do the following
principa activities.

DISCUSSION
Capacity of SMMEsto Generate Employment

In the context of employment creation, there-
structuring and downsizing of large corporations
haverendered smdl, medium, and micro enterpris-
es (SMMEs) increasingly vital to the economic
growth of South Africa(Kongolo 2010; Chimuche-
ka2013: 10). State-owned entitiessuch asESKOM
and the South African Broadcasting Corporation
(SABC) have experienced job losses, diminished
their capacity to manufacture items for domestic
and foreign markets (SEDA 2018), and extracted
financia resourcesfrom familiesthrough restruc-
turing, downsizing, and retrenchments. Laid-off
employees engage in entrepreneurial ventures,
primarily of asurvivalist nature, to mitigate the onset
of severe poverty.

Enaifogheand Vezi-Magigaba (2022) assart that
small enterprises contributeto alleviating poverty
and unemployment. The concept positsthat small
enterprises offer a rapid escape for those facing
constrained employment, financial, and socia sup-
port options.

Promoting the Sustainahility of the Rural
Economy

Other studiesindicatethat small, medium, and
micro businesses (SMMEs) are optimally posi-
tioned inrural areaswhen marketsareinsufficient-
ly largeto attract major corporations(Dzansi 2004
33). This pertainsto the sustainability of the rural
economy. Small, Medium, and Micro Enterprises
(SMMEs) are the foundation of “the South Afri-
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caneconomy inrura and peri-urban areas’. Trade
connectionsintegratetherural and urban economies
inundevel oped and remoteareas(Hemsonet d. 2004).
Evidencefrom Zimbabweindicatesthat SMMEsare
very importantinprovidingincomefor severd family
membersin both rural and urban regions. They have
“assumed exceptiond value in offering a source of
income to numerous individuas in both rurad and
urbanareas’ (Manuereand Mgoni 2016: 63).

SMMEsS inadvertently enhance the prolifera-
tion of industria enterprises nationwide, estab-
lishingaframework “for anindudridization network”
that may foster sustained economic growth, dissem-
inate income, and eradicate poverty. “ Opportunities
and entrepreneurid salf-employment protect laid-of f
peoplefromthepoverty trap”, evenwhen earningsin
theinforma market areinferior tothoseintheofficid
sector (Real Economy Bulletin2017).

The SMME sector organization in the nation
asserts that survival-oriented small firms surpass
other sizeswithin the category (Fatoki 2014), indi-
cating a potential correlation between necessity-
driven entrepreneurship and unemployment. Large
corporations are automating processes, downsiz-
ing, and employing only highly skilled personnel
inthecurrent climate (Harris2018), resultinginmin-
imal direct influenceon poverty aleviation. “ Small
and medium-sized enterprises (SMMEsS) that de-
pend significantly onlabour and employ individu-
als deemed unproductive by larger corporations
must bear this obligation.

Promoting Entrepreneurial Initiatives

In contrast to the traditional belief that entre-
preneursareonly risk-takers, contemporary entre-
preneurs are small-business proprietors who as-
pirefor growth and prioritizetheexpansion of their
enterprises(Waterhouse 2019). Smdl, Medium, and
Micro Enterprises (SMMES) possessthe capacity
to stimulate innovation and entrepreneurship, po-
tentialy attracting foreign direct investment (Ray-
nard and Forstater 2002).

In South Africa, SMMEswill have challenges
garnering foreigninvestment dueto ongoing scan-
dasinvolving prominent firms(e.g., the Steinhoff
disaster) and the government (e.g., state capture),
undermining the nation’s reputation. The SMME
sector serves asacritical “nursery” for advanced
innovation and entrepreneurship (Oduntan 2014:
24), wherein entrepreneurs participate in experi-
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mentation until they get the necessary skills for
operational growth.

Ensuring and Sustaining a Resilient Economy

Evidenceindicatesthat SMMESs participatein
export trade, notwithstanding their strong en-
trenchment inlocal marketsand communities. Ex-
porting facilitates the influx of essential foreign
capital and promotes business growth, alowing
SMMEsto employ morepersonnel (Kongolo2010).
Moreover, exportslink SMMEswith foreign enter-
prises, exposing local firms to global norms and
augmenting their industry experienceasthey com-
pete across diverse sectors in South Africa, such
asmanufacturing, retail, and services. Small, Me-
dium, and Micro Enterprises(SMMES) contribute
to establishing avaried economy.

Fostering Social Cohesion and Mitigating
Conflict within Society

Foreign immigrants in South Africa can miti-
gate tensionswith local communities over formal
employment by establishing small firms(Fatoki and
Chiliya2012). Rootman and Zeka (2013: 25) con-
tend that SMMESs uphold the social and political
framework of theeconomy, whereas M bedzi (2011)
clamsthat SMMEsplay acrucid rolein societal
stability by generating employment. Small, Medi-
um, and Micro Enterprises (SMMES) often possess
local proprietors and operators. Dlova (2017: 22)
asserts that they bolster socia structures, cultural
norms, and connections among extended families,
tackling racial, social, and economic disparities.

Smaller enterprisessuch as SMMEsare expect-
ed to facilitate social empowerment and transfor-
mation in a country characterized by one of the
highest inequality indicesglobally (Sanchez 2011).
The South African Human Rights Commission
(2018:4) reportsthat gapsin poverty and econom-
icinequality based on race, gender, and disability
persistin South Africa. Consequently, thegovern-
ment endorses SMMEsin realizing itsradical so-
cioeconomic change initiative. Through BEE ac-
tivitiesand preferentia treatment, SMMEsoffer a
refuge for marginalized groups often overlooked
inthe formal sector, including women, those with
disabilities, and youth of color.

Research by ANDE (2012) indicates that
SMMEs predominantly employ marginalized

J Sociology Soc Anth, 16(1-2): 1-11 (2024)

groups, including women, youth, and the econom-
ically disadvantaged. Consequently, SMMEspro-
vide asocial security framework for people often
excluded fromthe conventiona sector. Consequent-
ly, itisapparent that SMMEsin South Africahave
several socioeconomic challenges. The govern-
ment prioritizes small, medium, and micro enter-
prises in its strategy for social and economic
growth. Consequently, these enterprises strive to
attain their palitical, socia, and economic objec-
tives. Consequently, their social ramificationsmust
be assessed alongside economic objectives such
as GDP, employment rates, and exports.

The Conclusion of the Sudy'sFindings

This segment of the research consolidates the
study’sfindings. SMMEsarecrucid for fostering
sdlf-sufficiency and facilitating business opportu-
nitiesfor individual sin marginalized communities,
while also serving asacatalyst for innovation and
entrepreneurship (Rungani and Potgieter 2018: 2).
Government financing can combat poverty by ac-
knowledging the potential of SMMEsto stimulate
community development. Smal, Medium, and Mi-
cro Enterprises (SMMEs) should berecognized as
avital component of the national economy. With
appropriate support, entrepreneurship may beused
to stimulate job development, advantageous to
both local and globa economies. Moreover, small,
medium, and micro enterprises(SMMES) in South
Africa play a substantia role in product innove-
tion (SBPAlert, 2014). Thisisdirectly related tothe
characteristics of entrepreneurship.

Small, Medium, and Micro Enterprises as In-
struments for Wealth Creation

Small, Medium, and Micro Enterprises
(SMMEs) had the potential to evolve into sub-
stantial corporations capable of identifying market
gaps and addressing specific demands, so provid-
ing additional benefitsto the South African econ-
omy. Moreover, SMMEs serve asanationa mech-
anism for wealth creation due to their extensive
distribution acrossrural and urban demographics.
In contrast to major enterprises, which are often
confined to urban industria areas, SMM Esfecili-
tate the transfer of technology from metropolitan
regionsto rural communities. Conversely, SMMEs
has the advantage of direct access to the commu-



ENTREPRENEURSHIP IN FOSTERING ECONOMIC GROWTH 9

nity, enabling them to effectively handle local
challenges.

Requirement for SMME Collaboration with the
Local Community

SMM Es should usethe community toidentify
potential market gaps, since thiswill enhance de-
mand and stimulate economic growth. Some as-
sertions suggest that SMMESs in South Africaare
equally effectiveashuge enterprisesin promoting
social reform. This indicates that, beyond their
“economic contributions, SMMEs are designed
to address social, political, and economic issues,
such as sustainable economic growth, job cre-
ation”, and socia progress.

Small, Medium, and Micro Enterprises
(SMMEs) areat theforefront of addressing socio-
economic challenges arising from the legacy of
apartheid. To validate the above claim, Enaifoghe
and Adetiba (2018) evaluated several South Afri-
canlegidativeand policy frameworks, “including
the BEE Act and the Growth, Employment and Re-
distribution (GEAR) Act”. The research demon-
strates that the principal aim of SMMEsisto pro-
motepoliticd, structura, and economicreformwith-
in the nation. This strategy seems to be broadly
supported in South Africa. Theimpact of SMMEs
on devel opment must be accurately assessed, ac-
knowledging their often-overlooked responsibili-
tiesin advancing socid justice within the nation.

CONCLUSON

The study investigated the socioeconomic
progress and obstaclesfaced by small, micro, and
medium firmsin South Africa. Thestudy analyzed
the influence of small, micro, and medium-sized
companies (SMMESs) on South African develop-
ment policy. This study evauated the contribu-
tion of small and medium-sized companies
(SMMEs) to economic growth and the resolution
of social issuesin acontext where giant firmsand
the government appear to be less impactful. The
data offered in this research underscores three sa-
lient findings. SMMEssignificantly influenceeco-
nomic growth due to their ability to foster local
devel opment.

The research indicates that SMMES, due to
their many characteristics—from street vendors
to medium-sized enterprises—can enhance the
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most essentia form of commerceinsociety, inalign-
ment with global trends analyzed. The study has
examined studies on detrimental business practic-
es and large corporate operations that exacerbate
societal issues, revealing a deficiency of motiver
tion to foster socioeconomic development. It has
also analyzed the many rolesthat SMMEsplay in
fostering socioeconomic development. Research
indicatesthat SMM Espositively impact the econ-
omy and contribute to the development of social
and palitical justice within the nation.

RECOMMENDATIONS

The paper suggests the recommendation to

address countries’ “long-standing demand for

frameworksand toolstoimprovethe effectiveness
of SME and entrepreneurship policies, ensuring
coherence and synergy across multiple policy ar-
eas and actors while accounting for the diversity
of the SME and entrepreneurship population”.
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