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Abstract

The government policy framework provides the roadmap that can be used to imple-
ment the enacted policies to support the performance of SMEs. The Zimbabwean
government came up with sound policies that were deliberately crafted to improve
the performance of SMEs, but the main challenge was on the communication, imple-
mentation and support of the policies hence their impact was highly insignificant. This
study established the extent to which how the government policies were effective in
influencing the performance of SMEs in Zimbabwe. The study used mixed research
method following the sequential exploratory strategy. The findings of this study
indicate that the government managed to inform the elite group, its officers who are
well versed with SME policies and government intentions were clearly communicated
to all the experts in the SME sector, but this information did not cascade down to the
SME implementers. The findings will assist the government to re-focus and develop a
new strategic framework that will bring on board all the stakeholders in the SME sector.
From the findings of the study, the researcher deduces that the poor performance of
Zimbabwean SMEs is basically an issue of the government which failed to communi-
cate its intentions to the implementers and this had a ripple negative effect across the
whole economy of the country.

Keywords: Government policy, SME performance, SME implementers

Introduction

The development of a sound government policy for SMEs growth is an indispensable
component of the strategy of most economies and holds significance to the growth,
development and performance of SMEs (Ifekwem, 2019). SMEs which lacked govern-
ment support policies have restricted access to improving their growth and perfor-
mance. Government policy is reflected in strategic plans and policy memo and it is
translated and carried out through rules and regulations, manuals, requests for propos-
als, contractual agreements and enforcement actions (Ifekwem, 2019). The advancement
of SMEs in the developed nations has been achieved by the policies that supported the
performance of SMEs. It is in this vein that the government policy has a great bearing on
the performance of the SMEs.
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Government institutions can clearly influence the rate of entrepreneurship. Public poli-
cies can basically determine the entrepreneurial dynamics of a country or region by intro-
ducing specific policies that promote entrepreneurship as well as by creating a general
institutional structure conducive to entrepreneurship (Sobel et al., 2007). Wakili (2006) reit-
erated that government support policies on SMEs are strategies or programmes employed
by government and their regulatory agencies to influence and determine decision-making
process that foster economic growth by ensuring that the environment is adequately pro-
tected for business operations. The government should have well established structures
to ensure that its policies are implemented and monitored using the tools it will have
developed.

Zimbabwe crafted indigenous policies to redress the dominance of the multinational
companies and focused on the SMEs which was embraced by the local communities. The
Indigenisation and Empowerment Policy (IEP) of Zimbabwe and the Zimbabwe Industrial
Development Policy (2012-2016) was enacted in order to improve the economy of the
country by supporting the SME sector. The IEP of Zimbabwe was enacted into law in order
to empower Zimbabweans to control the economy of the country. The IDP is the govern-
ment’s blueprint for what it intends to implement in order to develop SMEs. The policies
brought up some positive results which include an increase in the number of SMEs estab-
lishment and the involvement of the Black people in entrepreneurship programmes. The
SME:s took the centre stage and their value was stated by Wang (2016a, 2016b) who pointed
out that in developing countries such as in Zimbabwe, SMEs are important for driving the
growth and economic development. This view was shared by Zvarivadza (2016) who states
that most SMEs are born out of the people or groups of people with the visions to oper-
ate and run prosperous businesses. However, the new policy framework did not do much
to improve the economy of Zimbabwe. This was alluded by Block (2013) who states that
empowerment policy has negatively affected the ability of Zimbabwean economy to attract
foreign direct investment. These sentiments show that effects of the indigenous policies on
the economy of Zimbabwe which has greatly deteriorated. It is against the backdrop of this
policy implementation gap that this study is anchored on the empirical findings to estab-
lish the implementation gaps and recommend the strategies which Zimbabwe can employ
improve the performance of SMEs and bring Zimbabwe back on the economic map and
compete with the likes of South Africa, Batswana and Zambia who are performing well in
SADC region.

Aims of the study

The aim of the study is to assess the extent to which the Zimbabwe government policies
positively influenced the performance of SMEs in Zimbabwe. The policies which were
enacted were meant to strengthen the SME sector and this study intends to establish the
effects of the policy framework on SME performance. The research question that was
addressed by the study is: Are government policies effective to influence performance of
SMEs in Zimbabwe?
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Methodology

The study used mixed research method following the sequential exploratory strategy.
The mixed research method involved a combination both qualitative and quantitative
research methods in a single study enabled the researcher to elicit rich information on
the topic under investigation. The strength of this approach was further emphasised
by Addae and Quan-Baffour (2015) when they stated that mixed approach enables
a researcher to view the world in two lenses, namely the positivist and interpretiv-
ist and as such the researcher gains a better understanding of the world in general
and in particular the phenomenon under investigation. This research followed the
dominant sequential mixed strategy, which used both the qualitative and the quan-
titative research methods at different stages, of which the quantitative method took
precedence over the qualitative method. This approach provided the study with a
comparative advantage gained from the two data collection methods in that the short
comings of one method was covered up by the other one. The data were collected in
two phases.

The strategy consists of two phases of which the first phase uses qualitative data
collection methods and analysis followed by the second phase which is quantitative
in nature and builds on the information obtained in phase one (Creswell, 2009). The
sequential approach was ideal for this study, as it provided answers to the research
questions because it explored the “what” part of the research and opened up avenues
for further study of SME performance (Rensburg, 2010). Creswell (2009) explains that
basically the sequential exploratory study is divided into three stages of qualitative
data collection and analysis, and the analysed data are used to come up with data col-
lection instruments for the second phase which will be used further to collect data in
the third phase.

The first phase of the qualitative research involved in-depth interviews in order to
develop a practical understanding of the strategic policies and how they impact on
SME performance. In in-depth interviews the researcher looked for rich in-depth
answers which tap deeply into the respondents own experiences, feelings and opin-
ions (Lee, 2008). The information from the interviews was analysed and developed
some themes that were used in the second phase. The second phase used the results
obtained in phase one and developed a survey to test the generalisability of the find-
ings. The researcher selected the key results findings from the first phase and used
them to develop the questionnaires which were used to solicit information from SME

implementers which was quantitative in nature.

Literature review

The importance of SMEs in the African states cannot be over emphasised. In Africa,
SMEs accounts for more than 90% of businesses and contribute about 50% and
Gross National Product (GDP) (Fjose et al., 2010; Kamunge et al., 2014). In Kenya,
SMEs contribute 40% of the GDP, over 50% of new jobs and account for 80% of the
workforce (Mwarari & Ngugi, 2013). In 2003, SMEs offered employment to 3.2 mil-
lion Kenyans (Kauffman, ). Similarly, SMEs accounted for 70% of Nigerian industrial
jobs and 95% of the manufacturing sector (Kauffman, 2006) while in Ghana SMEs
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accounts for 70% of all businesses and employed 70% of the total workforce (Govern-
ment of Ghana, 2003; World Bank, 2006). The sector also amounts to 97% of busi-
nesses and 18% of workforce in Zambia (Parker, 2006).

African countries have crafted policies that support the advancement of SMEs. In
developing countries, the concern for the role of SMEs in the development process con-
tinues to be at the forefront of policy debates (Cook, 2001) as they comprise a major-
ity of the business population in most countries, and therefore play a crucial role in the
economy (Mitchell & Reid, 2000). Hansen et al. (2015) attributes that local content poli-
cies and programmes in Tanzania, the Mining Act of 2010 stipulates that certain parts of
the exploration cycle are reserved for companies that are solely owned by Tanzanian cit-
izens and there are provisions to promote backward and forward linkages. Chaminuka
(2015) proposed that in Southern Africa previous studies have also shown that a num-
ber of policies have been adopted to promote SMEs as soon as the countries attained
independence.

The development of SMEs is an essential element in the growth strategy of most
economies and holds significance for Nigeria (Udechukwu, 2003). Government support
policy act as a moderator to strengthen the relationship between entrepreneurial orien-
tation and contemporary marketing on the performance of SMEs in Nigeria (Ibrahim &
Mustapha, 2019). Government support policies on SMEs in Nigeria consists of strategies
and programmes employed by the government and their regulatory agencies to influ-
ence and determine decision-making process that foster economic growth by ensuring
that the environment is adequately protected for business operations of the SMEs (Wak-
ili et al., 2016). The SME policy of Nigeria had more emphasis on the performance of the
entrepreneurs, marketing of the products and protecting the SMEs from external com-
petition that would reduce the demand of the local products.

In this regard, Federal government of Nigeria announced the reduction of taxes for
SME:s to thrive and promote inclusive economic growth and the Nigerian government
through the Nigerian Customs Services banned the importation of goods that can be
sourced and produced in Nigeria (Wakili, 2016). This policy aims at encouraging the
indigenous SMEs to strengthen their market potentials which will subsequently improve
their productivity and performance (Omonobi & Bivbere, 2016). These sentiments
were echoed by Osinbajo, (2015) WHO stated that the government of Nigeria resolves
to engage more with SMEs and entrepreneurial activities towards ensuring viable eco-
nomic development and wealth creation by supporting the sector. The Nigerian govern-
ment showed its support of SMEs through crafting the policies that provided a fertile
environment for the performance of SMEs.

The government of Ghana has provided a fertile ground for the development of the
SMEs. The SMEs’ significance to the Ghanaian economy is clear as the government sup-
port exhibited the greatest influence on behaviour intention and showed substantial
influence on performance of SMEs (Awiagah et al., 2015) The Ghanaian government
policies and initiatives played a remedial role through subsidies and tax incentives to
facilitate SME exposure to information technology and stimulate the adoption and use
of e-commerce.

The SME development in Ghana according to Abor and Biekpe (2006) is based on
the idea of SME promotion that dates back to 1970 though very little was done at the
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time, in recent years the government key institutions were set up to assist SMEs and
prominent among them are the Office of Business Promotion and the present Ghana
Enterprise Development Commission (GEDC). The main objective of GEDC was to
assist Ghanaian businessmen to enter into fields where foreigners mainly operated, it
had packages for strengthening small-scale industry in general, both technically and
financially (Kayanula & Quartey, 2000). The Economic Recovery Programme (ERP)
instituted in 1983 has broadened the institutional support for SMEs, the National
Board for Small Scale Industries (NBSSI) was established within the Ministry of
Industry, Science and Technology to address the needs of small businesses (Peprah
et al,, 2016). The government of Ghana provided the supporting environment for the
success of SMEs, hence their huge contribution to the economy of the country.

Small-scale enterprises play an important role in the Kenyan economy and are
accorded high priority in the development policy (GOK, 2007). The economy of
Kenya grew by an average of 4.3% in the recent past (year 2009), the SMEs contribute
significantly to this growth, and offers employment to many people both in the rural
and urban areas (Osoro & Muturi, 2013). SMEs dominate the manufacturing sector in
Kenya, about 85% of manufacturing firms in Kenya are small, contributing only about
20% of sector’s GDP (Kippra, 2017). These sentiments were supported by Osoro and
Muturi (2013) who stated that the SME contribute immensely to the economic devel-
opment and wealth creation through employment creation estimated at 3.2 million
people in 2003, generation of incomes, increasing productivity, facilitating techno-
logical transfers and creation of market linkages among other benefits.

The statistics have shown that Kenyan SMES contribute to the economy by creat-
ing jobs and reducing unemployment (Chu et al., 2007). There are over 41,000 for-
mal SMEs which account for 75% of all formal enterprises (Kenya National Bureau of
Statistics, 2013). These formal SMEs employ 42% of the Kenyan workforce (Douglas
et al., 2017). Further statistics indicate that there has been a tremendous increase in
SMEs share in Kenya’s GDP from 13% in 1993, to 18% in 2003 and 20-25% in 2011—
2016 and constitutes over 85% employment opportunities (Ombongi & Long, 2018).
Kenya is most industrialised country in East African region and its manufacturing
sector that is supported by SMEs constitutes 14% of GDP (World Bank, 2016). In
Kenya, SMEs cut across all sectors of the economy as a major source of employment
and income (GOK, 2005). Over 98% of all businesses are SMEs contributing about
25% of GDP and 50% of formal employment (Kenya National Bureau of Statistics,
2016; Ministry of Industrialization & Enterprise Development, 2015).

The government of Botswana has designed several policies to support the perfor-
mance of SMEs. The policy of financing SMEs began in 1982 with the establishment
of the Financial Assistance Policy (FAP) (AFDB/OECD, 2005). The main objective of
this policy was to stimulate investment in sustainable economic activities, to further
support enterprise development (Khanie, 2018). The FAP scheme experienced some
implementation problems and it was replaced by the Citizen Entrepreneurial Devel-
opment Agency (CEDA) in 2001 after the introduction of the Small Medium Micro
Enterprise (SMME) Policy and the goal of CEDA is to provide loans to businesses at
subsidised interest rates (LEA, 2009). The government of Botswana showed a contin-
ued support of SMEs through its policies that promoted the development of SMEs
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and the participation of the youth and the empowerment of women through SME
programmes.

The Botswana government encouraged research and development on its policies in
order to improve its delivery to the nation. The Botswana Institute for Development
Policy Analysis (BIDPA) is an independent trust, which started operations in 1995
as a non-governmental policy research institution with a mission is to inform policy
and build capacity through research and consultancy services (Khanie, 2018). BIDPA
is part-funded by the Government of Botswana as it supports the government to be
more objective in its policy creation, implementation and evaluation.

The government of Malawi has placed major emphasis on the development of poli-
cies that support SMEs in the country. These sentiments were echoed by Ndola and
Moto (2019) who state that the government of Malawi recognises the contribution
made by micro, small and medium enterprises in stimulating competition, provid-
ing employment and distributing wealth. There have been attempts by the Malawian
government to develop the entrepreneurial mindset of the population through the
revamping and restructuring of public organisations entrusted with national entre-
preneurship development such as Technical Education, Vocational and Entrepre-
neurial Training Authority (TEVETA), Small and Medium Enterprise Development
Institute (SMEDI) and Malawi Rural Development and Enterprise Fund (MARDEF)
(Ndala & Pelser, 2019).

Malawi embarked on a programme of promoting Higher Education Institutions (HEIs)
both public and private that are offering entrepreneurship education and training which
are registered by the National Council for Higher Education (NCHE) with the sole pur-
pose of spurring entrepreneurship development in the country through the provision of
entrepreneurship education and training (EET) (Delaney et al., 2019). The programme
was targeting the improvement of SME performance through entrepreneurial education.

Malawi Government has supported exchange programmes with China in order to
develop the SME sector. On this effect, the Minister of Industry, Trade and Tourism
Henry Mussa as reported in the Africa Report (2018) stated:

“One of these paths is the establishment of technical colleges. But bearing in mind
that the labor market is limited, we encourage people to open [their own] busi-
nesses and the trip to China was to expose some of the SMEs to what and how
advanced countries manage [these businesses], The government established col-
leges where the youth and SME owners will be trained in various business and
vocational skills, and this will ultimately put money into their pockets and also

improve the country’s economy”

According to the Ministry of Industry and Trade (MolT) (2015) across the country,
a broad range of support programmes targeting SMEs are being provided by differ-
ent government departments and institutions as well as the private sector (Ndala &
Pelser, 2019). Scarborough (2013) gives the factors of entrepreneurial education, shift
from manufacturing sector to service sector, technological advancement, the drive
for independent lie style, demographic and economic factors, the development of the
e-commerce and the World Wide Web. The government policies have provided the

environment for the development of the SMEs in Malawi.
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The B-BEE is the fundamental policy for the development of SMEs in South Africa. In
terms of B-BEE, one of its primary objectives is to improve SMEs’ access to finance (DT],
2007). These sentiments were supported by Juggernath et al. (2013), who stated that
B-BBEE creates provisions for SMEs to access finance. In view of these two citations it
implies that the government had a great vision of empowering the local people through
the financial resources which are a major component for the running a business. SMEs
were viewed by the government as a source of employment as stated by Rust (2006) that
to combat increasing unemployment the creation and support of SMEs is needed and it
is very evident that for B-BEE to succeed in South Africa, a full support of small busi-
nesses has to be implemented.

Another aspect of resources that the B-BEE policy focused on was human resource
and skills development for the SME owners and operators. This meant that the research
and development was considered as a main policy item for the development of SMEs.
The government would provide a variety of courses to equip the SME operators includ-
ing the technical training, financial management training, strategic planning and mar-
keting. The trainings would empower the indigenous people and would professionally
run their organisations. The South African government has given the SMEs a major pri-
ority as a tool of Black empowerment hence the development of SMEs is the driving
force behind Black empowerment.

The Zimbabwe’s new economic era was now targeting the Black entrepreneurs to
drive the economy. This followed the new economic dispensation in Zimbabwe follow-
ing the land redistribution programme which led to the death of the formal industry.
The policies of Zimbabwe were inclined towards the SME sector. The collapse of the for-
mal industry and the demand of intermediate technologies by small-scale farmers have
provided opportunities for informal business enterprises to produce and supply inter-
mediate agricultural technologies to the new crop of farmers that emerged following
the agrarian reform of 2000 widely known as the Fast Track Land Reform Programme
(FTLRP) (Makate et al., 2016; Mujeyi et al., 2015). The policies targeted the SMEs as the
provider of the economic recovery path.

Magaisa and Matipira (2017) emphasises that the National Policy and Strategy for
SME:s outlines the framework and sets out strategies for the implementation coordina-
tion and monitoring of the SMEs to enhance the growth and development of the sector.
The main objective of the creation of the policy framework is towards the creation of
sustainable jobs, reduce poverty, stimulate growth and generate foreign currency earn-
ings and there is an objective of creating an enabling environment so as to double the
number of small businesses in Zimbabwe. The SMEs took the centre stage and their
value was stated by Wang (2016a, 2016b) who pointed out that in developing countries
such as in Zimbabwe, SMEs are important for driving the growth and economic devel-
opment. This view was shared by Zvarivadza (2016) who states that most SMEs are born
out of the people or groups of people with the visions to operate and run prosperous
businesses (Zvarivadza, 2018). The main purpose of the policy is to promote the perfor-
mance of the SMEs through the provision of an enabling environment. The implementa-
tion of the Zimbabwe’s indigenous policies saw the new era of SMEs being ushered in
as the main economic drivers of the new economic dispensation in the absence of the

multinational companies.
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It is generally agreed by scholars that SMEs contribute significantly to economic
development of all nations and they are associated with discovering of new markets and
exploiting them to their advantage (Muriithi, 2017). In the same vein, they are consid-
ered to be the heart of founding new ventures and a source income and employment for
millions of Africans which means that SMEs are central to wealth creation by stimulat-
ing demand for goods, investment and trade (GEM, 2005). Without SMEs, many African
governments will experience financial and developmental constraints, all which would
only worsen living standards of low-income persons often served by the sector (Sant-
relli & Vivarelli, 2007). Zimbabwe can draw lessons from the literature that SMEs are a
force to reckon with in the economic development of the country. Without SMEs, many
African governments will experience financial and developmental constraints, all which
would only worsen living standards of low income persons often served by the sector
(Santrelli & Vivarelli, 2007).

The main cause of failure of African SMEs is lack of government support. Muriithi
(2017) elaborated that it is notable that most African governments give very little sup-
port to SMEs thereby neglecting a vital economic trigger and should form pillars of
development. The government is a key player in the successful development, growth and
performance of SMEs. The role of the African governments in the performance of SMEs
was elaborated by Muriithi (2017) who pointed out that:

The role of the government in facilitating and supporting SMEs remain critical world-
wide as it creates the right or undesirable environment for businesses growth, when
the government pays little attention to SMEs sector, then, the sectors is prone to suffer
leading to many businesses being unable to survive. A government that does not sup-
port SMEs does not only hurts the sector, but also experiences negative growth in its
economic development. The environment created by the government in terms of wages
framework, taxation, licencing, opportunities, technological support and infrastructure
pave the road to success or failure for the SMEs.

These sentiments were echoed by Kamunge et al. (2014) who summed up the role of
the government by stating that depending on the regulatory frameworks put in place by
the government, can easily crush or promote small business economy (Kamunge et al.,
2014). It is notable that unfavourable tax system, unfair competition, complicated rules
and regulations and punitive environment cripplingly and negatively obstruct SMEs
growth (Krasniqi, 2007). These legal requirements vary from one country to another
and affect the performance of SMEs. It takes 100 days to establish a business in Kenya,
220 days in Ghana and 350 days in Nigeria to obtain all business licences (Benzing &
Chu, 2012). The tax paid by the businesses also differs with Kenya requiring 51% of total
profit while Ghana demands 33% and Nigeria 30%, respectively. Besides taxes, it has
been found that SMEs in Africa face lengthy and costly delays during numerous pro-
cedures and clearances demand by various regulatory frameworks (Agbali & Ukaegbu,
2005). The stringent measures that are put in place by the governments discourages
development and negatively affects the SME implementers.

The differences in the registration process definitely mean that motivation to SMEs
operations and continued growth differs across the continent and countries like Kenya
and Nigeria are said to have put measures meant to support SMEs especially in the infor-
mal sector and they have also reduced government interference to business operations
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(Benzing & Chu, 2012). Kenya, specifically is singled out as having put different mecha-
nisms meant to increase access to the youth, women groups and SMEs by setting spe-
cial funds accessible through public initiatives and financial institutions (Business Daily,
10-21-07; The Nation, 10-22-07). Zimbabwe can draw lessons from these developments
in other African states. Positive lessons from Kenya can be duplicated in Zimbabwe
especially supporting the vulnerable groups of the society like the youths and women.
The positive results on the performance of SMEs is an indicator of the government’s
power to improve the performance of SMEs.

Zimbabwe has to take cognisance of the reality that SMES in Africa are operating
under difficult and unsuitable conditions. SMEs operating in Africa face many chal-
lenges that deter their growth (Nikoli¢ et al., 2015). This is supported by Kamunge et al.
(2014) and Beck & Demirguc-Kunt (2006) who observed that beside their positive role
to development, SMEs face many obstacles that restrict their long-term survival. The
rate of business failure in Africa is alarming with only a few businesses surviving a few
months to one year (Kenya National Bureau of Statistics, 2007). Adcorp (2014), state
that the mortality rate of SMEs among African countries remains very high with five
out of seven new businesses failing in their first year. Chad has also been named as a
country with failure of 65% and one of the most difficult countries to do business due to
unfavourable regulatory frameworks (World Bank, 2012). In Uganda, for example one-
third of new business start-ups do not go beyond one year of operation while in South
Africa, the failure is between 50 and 95% depending on the industry (Willemse, 2010). A
study by Yeboah (2015) also revealed that 75% of SMEs in South Africa do not become
established businesses making the country to have the highest failure rate in the world.
Despite these disturbing statistics, SMEs dominate the South African economy, their
contributions cannot be ignored (Sawers et al., 2008). This scenario brings in another
learning moment for the Zimbabwean government that the success of SMEs requires
a lot of support, patients, research and development and implementation of the inno-
vation processes including the value creation and addition of the goods and services
produced.

Results presentation, analysis and interpretation of data
Understanding of the two policies by the well-informed elite group
The qualitative data were collected from ten respondents who were purposefully
selected from a group of experts in SME policy formulation, implementation and the
cognate monitoring and evaluation of SME programme. The participating respondents
could be described as the employees of the government departments, non-governmental
organisations and leaders of SME organisations. The respondents were knowledgeable of
government processes of policy formulation, information dissemination and the general
implementation processes. Table 1 shows the results of the ten respondents that partici-
pated during the uncontrived interview process in evaluating the understanding of the
indigenisation and empowerment policy:

The respondents indicated that they were aware of the indigenisation policy and
showed a great understanding of tenants of the policy. The female respondent KO1 who
works for the government elaborated the indigenisation policy when she stated:

“It is the policy that was put in place by the government to help the Zimbabweans to



Musabayana et al. Journal of Innovation and Entrepreneurship (2022) 11:40 Page 10 of 21

Table 1 Understanding of the indigenisation and empowerment policy

n=10

Understanding of indigenisation and empowerment policy

Aspects that emerged to express understanding of  Key informants who mentioned Total number of

indigenous empowerment policy the same (e.g. K01, K07, K8, etc.) key informants
[t promotes equal opportunities for all citizens KO2, KO3, KO4, KO7, K05 5

A policy which unlocks wealth creation by the indig- K08, K02, K04, K09, K10 5

enous population in the country

Training of the Zimbabwean citizens on business ethics K09, K08, K03, K05 4

A policy which facilitates funding for investment in the K09, K02, K04 3

country

It promotes the local Zimbabweans to be responsible K01, K02 2

citizens

Table 2 Understanding of the industrial policy

Understanding of industrial policy

Aspects that emerged to express understanding of  Key informants who mentioned Total number of
industrial policy the same (e.g. KO1, K07, K8, etc.) key informants

Itis a policy that is designed to improve the economy of K01, K02, K03, K05, k07, K09 6
the country through sustainable support to SME's and
value chain management

[tis a policy that was intended to improve the country’s K01, K02, K03, K04, KO7 5
technology

It enables the intervention of the Government on capac- K08, K04, K07, KO8 4
ity building of business operators in the country

It promotes local industries and entrepreneurship K01, KO3, K05, K06 4
It has a mechanism to ensure that cohesion exists K08, K09, K10 3

between the producers and the retailers

improve national development. It helped them to do their business and it was good
for change in the structure of who creates wealth and employment in the country.
Remember big companies had closed down. The indigenisation policy is a policy that
promotes the local Zimbabweans to be in charge of the country.

Another male respondent KO7, who is in the manufacturing sector expressed his
knowledge of the indigenisation policy as follows:

“The indigenisation and empowerment policy promotes equality among the people
of Zimbabwe in terms of opportunities and development of the country. This policy
deal with the equal access to the wealth of the country. Zimbabwe is rich in natu-
ral resources like farming, mining, wild life and vegetation which must benefit every
Zimbabwean”

The respondents were asked to describe their own understanding of the industrial pol-
icy and the results are in Table 2.

The respondents showed a high level of understanding of the industrial policy. The
female respondent KO6 who is in the construction company had this to say about the
industrial policy:

“The industrial policy has to do with improvement of the local business. It pro-
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motes the local industries which include the farmers, manufacturers, retailers
and all the sectors involved with the economic development of the nation. It is
important to note that the policy focuses on the total development and improve-
ment of the local industries through all the support services like infrastructure,
technology and research and development.

A male respondent K010 who is in the agriculture sector also indicated a high level
of understanding of the industrial policy. In his explanation, he had this to say:

“The industrialisation policy focused on building of the economy through SMEs.
The government stressed that the SMEs can be harnessed into a productive sector
for the development of the country’s economy. The industrial policy provides all
the support that the government would provide to the SMEs in order to make the

sector the backbone of the economy of Zimbabwe.”

It can be concluded that the respondents who were interviewed showed a great
understanding of the two policies and have high knowledge levels of the policies as

indicated by the response that were provided.

Awareness of the two polices among the implementers

A questionnaire was used to solicit information that addressed the implementers’
awareness of government policies and their effects on SME performance. The policy
implementers were asked to rate their performance from 2015 to 2019 and the sum-
mary of the results are shown in the graph below.

Figure 1 shows that there is generally low performance of SMEs as most of the
respondents selected “Very bad” as the option for the performance of their business
during the period under review. This concurs with the study done Majoni et al., (2016,
p. 382) who confirmed that ‘SME failure is high in Zimbabwe because of poor training
and monitoring of the sector by Government. The secondary information correlates
with the primary data representing the SME implementers.

The respondents were asked to indicate how much they know about the Indigenisa-
tion and Empowerment Policy and the Industrial Policy that promote SMEs in Zim-

babwe selecting a response from the four options. “Not at all, Very little, To some

Excellent

Very bad

2019 2018 2017 2016 2015

Fig. 1 Consolidated results
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Is the government doing enough work on the
ground to keep you informed about the two

policies? 77.4

Did your organisation benefit from the two

policies? 784

In your operations, are you guided by the two
policies?

79.8
Does the government hold regular workshops
to discuss the two policies? 20.0
Did the government make any consultations
and later inform you about its vision in coming
up with the two polices? 81.2
Does the government distribute information
(gazette, brochures, fliers) about the two
policies 79.2
Do you have local offices for the Ministry of
Small and Medium Enterprises (SMEs) 770
Did any government officer visit you to talk
about the two policies? 796
Do you have copies of the two policies at
your organisation?
Have you heard about the indigenisation and
industrial policies? 814

T T T T T T T T T 1

0 10 20 30 40 50 60 70 80 90
Percentage

To a great extent To some extent  m Very little  m Not at all

Fig. 2 Awareness of the two polices among the implementers

extent and To a great extent” The results have been presented using the graph. The
responses were consolidated as shown in Fig. 2

Considering the 10 items, the awareness of the policies is quantified by items 1-7,
10. Items 8 and 9 are measuring the operation effect of the SMEs within the policy
framework. Therefore, a composite measure for awareness of the policies (AWARE)
was obtained by adding together responses to the 8 items listed above. These
responses were considered as a cumulative score of awareness—total awareness in all
areas. This summated measure will range from 8 (min=not at all for all 8 items) to
32 (to a great extent for all 8 items). This composite measure provided the data that
addressed the respondents’ awareness of the policies.

The analysis (Chi-square goodness-of-fit test) was done to test the correlation
between AWARE and the five measures for performance and it showed that a signifi-
cant number scored from 8 to 12, p <.0005. The Chi-square goodness-of-fit test was
an appropriate test to analyse the data.

Pearson’s and Spearman’s correlation: Spearman’s correlations measure how ordinal
variables or rank orders are related. Pearson’s correlation coefficient is a measure of
linear association (Table 3).

Page 12 of 21
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Table 3 Analysis of the relationship between policy awareness and performance of SMEs

Correlations

Performance Performance Performance Performance Performance

2019 2018 2017 2016 2015

Spear- AWARE  Cor- — 016 032 026 —.019 026
man’s relation
rho** coef-

ficient

Sig. 718 482 558 666 560

(2-tailed)

N 499 499 499 499 499

The analysis of the relationship between policy awareness and performance of SMEs indicate that there is no correlation
between awareness of the policies and performance from 2015 to 2019

**Correlation is significant at the 0.01 level (2-tailed)

Table 4 Effects of government policies on SME performance (interviewees)

Objective 1: government policy aspects that have positively influenced the performance of SMEs in
Zimbabwe

Aspects mentioned that positively influenced Key informants who mentioned the same (e.g.  Total number
performance of SMEs K01, KO7, K8, etc.) of key inform-
ants

Dissemination of vital information thorough K01, K02, K03, K04, K05, K06, K07, KO8, K09, K10 10
Public and private media

Provision of affordable loans K01, KOS5, KO8,K09 4
Provision of Inputs K10, K04, KO8 3
Establishment, design and implementation of K10, K07 2

SMEs trainings
Provision of productive land K01 1

Effects of government policies on SME performance
The interviewees were asked to explain the effects of government policies on SME
performance. The results are shown in Table 4.

The respondents indicated that the government used public and private media such as
the national newspapers, radios and television sets as a means of disseminating informa-
tion to the SME stakeholders. These sentiments were emphasised by a male responded
K02, who works in the transport sector and had this to say:

“The government mostly used public media. The state newspapers, the radio and
the televisions were used to disseminate the necessary information for the entrepre-
neurs. I still remember reading about the policies in the newspaper where the Min-
ister of SMEs was talking about the SMEs and how the government is encouraging
people to be involved in this sector. The public media provides the information to the
SME operators.”

The respondents stated that the government did not provide much support to the
SME:s in terms of loans, farming inputs and training. In the instances where the govern-
ment made an effort to assist the SME operators, there were no formal procedures for
the selection of beneficiaries and very few people benefitted from such programmes. The
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male responded K05 from the manufacturing sector stated the following about the pro-
vision of government support to the SME operators:

“The SMEs were empowered by the government through funding. Some SME opera-
tors received money from the government for their operations even though a very
small number received the money but at least they got something. Some operators
were assisted to find market for their products and they got help because they were
registered by the government”

Despite the mention of government assistance by some respondents, the respondent
K03 who is in the mining sector sounded bitter with the government when he empha-
sised that the government did not do much to assist the mining sector:

“As I have said it already. The government is not helping much. People are in need of
money to buy the chemicals for blasting, compressors and so many more other min-

ing equipment but that money is not coming at all”

The interviewees indicated that the government’s support to the SME implementers
was very insignificant and did not make any impact on the performance of the SMEs.
The information on the views of the implementers was collected from the questionnaires
using the themes developed from the interview results. The implementers were asked to
indicate how much how much the government policies have influenced the performance

Government provides networking programmes 24
(Intersectoral meetings) 2 715
Government organises national conferences 4
84.0
Government helps to develop sectoral 12 8
marketing strategies s 82.2
Government promotes research and |16 _
development 4 76.6
Government promotes women and youth |10, ¢
involvement g 792
2
Provision of good feeder roads by government e 0
733
Provision of access to fuel and electricity by |.+2 8
government 2 79.0
Government provides duty exemptions on your 4 0
input s 84.8
Government distribute information (gazette, |4 ¢ ¢
brochures, fliers) bout the two policies a8 83.0
6
Do you have access to government resources? 80 6o
73.5
Government provides expertise to help in your Las
operations 2 82.6
Government creates stimulating environment o
for high performance 80.0
t T T T T T T T T |
0O 10 20 30 40 50 60 70 80 90
Percentage
To a great extent To some extent M Very little  ® Not at all
Fig. 3 Effects of government policies on SME performance (questionnaire respondents)
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of their organisations. The results were presented in tables and graphs. Figure 3 provides
the results of the responses on the effect of government policies on the performance of
SMEs in figures and the data will be later presented in graphs.

The results indicate that the response ‘Not at all’ was selected significantly more than
the other responses for all the items. The response “To a great extent” was least selected
by the respondents. A significant number of the SME operators who responded to the
questionnaires indicated that the government assistance did not help them to improve
their performance. The interviewees who stated that very small government support was
provided to the SME implementers supported these sentiments.

The primary data indicated that the government did not do much to support its poli-
cies. The male respondent K03 from the mining sector (6.4.4) emphasised that “As I have
said it already. The government is not helping much. People are in need of money to buy
the chemicals for blasting, compressors and so many more other mining equipment but
that money is not coming at all” The participants who completed the questionnaire also
indicated that the government policies did not help the to improve their performance.
The results from Fig. 3 indicate that the response ‘Not at all’ was selected significantly
more than the other responses for all the items for example 80% of the respond-
ents selected “Not at All” on the item B12 which state ‘Government creates stimulat-
ing environment for high performance’ received no response (0%) on the option “To a
great extent” This shows that the response “To a great extent” was least selected by the
respondents. This is a clear indication that a significant number of the SME operators
who responded to this section of the questionnaire stated that the government assis-
tance did not help them to improve their performance.

Discussion of the findings

Understanding of the two policies by the well-informed elite group

Some notable features to the responses given by the interviewees were that they demon-
strated that that they have a clear understanding of both the indigenisation and empow-
erment policy and the industrial policy. Each of the interviewees mentioned a correct
attribute of the two policies as stated in the two policy documents which means that
they were familiar with the policies. The response to the understanding of the indigeni-
sation and empowerment policy showed that 50% of the interviewees stated that the
policy promotes equal opportunities for all citizens, another 50% said that the policy
unlocks wealth creation by the indigenous population in the country, 40% said the policy
trains the Zimbabwean citizens on business ethics and the other 40% mentioned that the
policy facilitates the funding for investment in the country. The policy issues that were
raised by the interviewees are in line with the Indigenisation and Economic Empower-
ment Act (IEEA) Chapter 14:33, Act 14/2007 which has all the facts that have been men-
tioned by the respondents. On the understanding of the industrial policy, 60% of the
interviewees stated that it is a policy that is designed improve the economy of the coun-
try through sustainable support to SME'’s and value chain management and 40% said it
enables the intervention of the government on capacity building of business operators
in the country. The results show that the government managed to inform its high profile
stakeholders about the SME policies and its intentions were clearly communicated to all
the experts in the SME sector which include employees of the government departments,
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SME sector leaders, non-governmental organisations coordinators and various captains
of the SME sector.

The process of informing the elite group of SME stakeholders was a noble idea for the
government because this development was key to the successful implementation of the
policy. In a normal government set up, this group of people are the custodians of the
policy and their mandate would be to cascade the policy down to the lower structures,
up to the implementers level. The experts would carry out various activities that include
the policy awareness campaigns, training of local officers, dissemination of all the infor-
mation, addressing any queries from the implementers and monitoring and evaluation
of the progress being made by the implementers. This process was supported by Sobel
et al.,, (2007) who state that public policies determine the entrepreneurial development
of a country or region by introducing specific policies that need to be cascaded to all the
institutional structures by the trained officers thereby creating conducive entrepreneur-
ship environment. In this regard, the government made a good start in the implementa-
tion process of the policy. This process leads the discussion to the second level which is
the SME implementers and their awareness of the two policies. These results were used
to solicit the information from the lower levels and the starting point was to address the
following question: Was the policy information disseminated to the SME operators and
other stakeholders?

Awareness of the two polices among the implementers

The Pearson’s and Spearman’s correlation measure that was used to measure the lin-
ear association between awareness of the policy and performance of SMEs (Table 3)
indicated that there was no correlation between awareness of the policies and perfor-
mance from 2015 to 2019. The casual analysis was also applied. A regression analysis
was applied with: AWARE accounts for 1.3% (R?>=.013) of the variance in Performance
2019, F (10, 488) =.664, p=.759. The results imply that AWARE was not a significant
predictor of Performance 2019. The results indicated that the SME implementers were
not aware of the SME policies.

The results indicated that while the interviewees acknowledge the effort that was made
by the government to inform them about the Indigenisation and Empowerment policy as
well as the Industrial policy, the government did not do much to do the same to the SME
implementers. Most of the implementers who responded to the questionnaire were not
aware of the existence and the operational framework of the policies. The information
from the respondents indicated that the percentage that did not hear about the policies
(81.4%) was very high, 65.9% did not have copies of the policy and 79.2% stated that the
government did not distribute any information on the SME policies. The government
failed to provide the policy information to its stakeholders. The action of the govern-
ment in relation to the dissemination of the policy information was not aligned with the
basic principles of policy formulation as stated by Aluko (2004), who asserts that policy
is a guide to action, a means to an end, and not and end in itself and an instrument of
management that has to be well communicated to its intended beneficiaries. A policy
outlines the intended actions to all the stakeholders and it is carried out as a procedure
and according to its contents hence its dissemination and sharing with all the stakehold-
ers is mandatory (Majoni et al., 2016).



Musabayana et al. Journal of Innovation and Entrepreneurship (2022) 11:40 Page 17 of 21

The government of Zimbabwe left everything to chance, ignored to follow the simple
basic principles of policy formulation and implementation, hence the SME performance
in Zimbabwe is very low and the general economic conditions continues to deteriorate.
This was affirmed by the government through the report from the Government of Zim-
babwe (2009) which asserts that from 2006 all economic sectors posted low productiv-
ity, manufacturing went down by 7%, agriculture was the most affected as it dropped
by 73.3% and mining went down by 53.3% in 2008. These sentiments were alluded by
Kachembere (2011) who asserts that the industry across the whole country was operat-
ing at far below the normal production levels and reached below 5% in 2008.

Effects of government policies on SME performance

The secondary data from the reviewed literature indicated that for the SMEs to have a
high performance the government must be supportive and provide a conducive environ-
ment for production. According to Havav (2017) the Institutional Theory is based on the
assumption that an institutional environment influences the performance of organisa-
tions. The institutional theory states that an institution’s environment is a strong force
that can influence the development of structures in a firm more than any other forces.
The term “institution” broadly refers to the formal rule set, agreements, and the behav-
iour of organisations in following the laws (Jepperson, 1991). The negative action of the
government is a cause of concern as it failed to develop the SME sector into a vibrant
economic hub that competes with other SMEs in the region.

The literature that has been reviewed provides excellent examples of governments
that have supported the SME sector and high performing SMEs were developed. The
Chinese government, for example supported the SMEs and the focus of policies in the
mid-2000s was to improve the operating environment of SMEs and the Chinese SMEs
Promotion Law, which came into effect in 2003 was a milestone in policies and laws
specific to SMEs (Rajesh, 2009). In addition, the Chinese government supported SMEs
actively, improved the quality of service for SMEs, created an environment where enter-
prises could compete fairly and effectively. This was the political drive that the Zimba-
bwean government lacked hence the two comparisons do not match in any slightest way.

Japan provides another example where the supportive SME implementation environ-
ment yielded positive results. Honjo and Harada (2006) emphasises that the SME Crea-
tive Business Promotion Law in Japan that was introduced in order to support SMEs
that are pioneers in new areas of business through entries, research and development
and commercialisation of research has seen a high growth in the performance of SMEs.
Pergelova and Angulo-Ruiz (2014) argues that the manufacturing extension programmes
in Japan offer a range of services to Japanese SME manufacturers, including technology
guidance; technical assistance and training; networking; testing, analysis and instrumen-
tation. The high performance of SMEs follows the established supportive environment
that is provided by the government, and these are the lessons that Zimbabwe can tap on
and improve its economy through the SME sector.
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Conclusion
The data collected have indicated that the interviewees have high knowledge levels of
the Zimbabwe empowerment policies. The questionnaire respondents have shown
low levels of policy awareness. Information about the SME programmes was dissemi-
nated through public media and most of the implementers were not able to access the
information.

The researcher has drawn two conclusions on how the government policies influence
the performance of SMEs. Firstly, the SME implementers have very little knowledge
about the indigenisation and empowerment policy and the industrialisation that are
aimed to promote SMEs in Zimbabwe. The government does not have any mechanism
in place to distribute information in the form of pamphlets, brochures, fliers or bill-
boards about the policies. The policies were not made available to the users and no print
or electronic materials were distributed to the SME implementers. The government does
not make any consultations with the SME implementers it only operates from the office
and use a desk top approach in the implementation of its policies. The implementers did
not benefit much from the two policies and their operations are not guided by the poli-
cies. In a nutshell the government of Zimbabwe failed to put into practice what it devel-
oped hence the poor performance of SMEs.

Secondly the government policies have very little influence on the performance of
SMEs in Zimbabwe. The government does not have any policy commitment towards
providing the implementers with the technical assistance which they so much require
and has no programmes to promote research and development. The government has no
platforms that promote information sharing like forming the sectoral groups and devel-
oping networking committees for peer training and peer education. It is not involved
any support of SME activities like the marketing of the products, access to fuel and elec-

tricity and provide duty exemptions on the inputs.

Recommendations

For the SMEs to contribute towards improved performance, job creation and poverty
alleviation, it is recommended that the government need to align its policies with the
needs of the country. This has to be done through a rigorous consultative process of all
the stakeholders in the SME sector. The government has to go to the local communities,
carry out the needs assessment, hold meetings in each region with SME implementers,
employees and other stakeholders like the community leaders, suppliers and incorporate
their findings in the development of a new policy framework. This process will produce
a Zimbabwean home grown SME policy which would be owned by both the government
and the SME stakeholder.

It is recommended that Zimbabwean government should re-focus and craft a resource
oriented policy that will be supported by a strategic framework that implements the new
policy. The new policy and the strategic framework will be closely linked and the strate-
gic framework will be supporting the policy. The strategic framework will be the mirror
of the new policy developed. The two documents will work together and will be comple-
menting each other.

It is recommended that a new strategic framework should contain the views of all the
stakeholders. It will be an all-inclusive policy that will have been developed through
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the concerted efforts of all the stakeholders. After the government has put together the
home grown SME policy, it will develop the strategic road map, establish the support
structures and develop the implementing guidelines which provide the model that will
be adopted by the strategic framework rollout programme. The strategic framework will
contain the logical processes that have to be followed by the stakeholders and each par-
ticipant of the programme will be well informed about all the contents and the proce-

dure of implementing the strategic plan.
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