Copyright is owned by the Author of the thesis. Permission is given for
a copy to be downloaded by an individual for the purpose of research and
private study only. The thesis may not be reproduced elsewhere without
the permission of the Author.



The Promotion and Development of Small and Medium Enterprises:
An Investigation of the Effectiveness of Assistance Programmes and

the Participation of SMEs in the Export Sector in Swaziland

A thesis submitted in fulfilment of the requirements
for the degree of Doctor of Philosophy in Development Studies

at Massey University, Palmerston North, New Zealand

Phumzile Lomagugu Magagula

2002



TABLE OF CONTENTS

Page
ABSEFACE ... ... oot it ittt et e et et e et e et e et et et e e e et e eetes aee e sneee een e eab]
ACKNOWIEAGEMENLS ..........coovv et ittt ceeies ceeeee et e et e e e e et v s e e eeees ees aeas il

TADIE Of CONLENLS ... ... ... oo e et e et e e e e eee e e eee ve ees sae tes se ae sae ee es see san aee aees BV
List Of TADBIES ... ... .. c.couen ettt e it et it et et et e e et e e ceeeee cenee re et e e een aen o B
LiSt Of FUGUIES ........cooceeiv et it et it ettt et et et et et ee e e e e e e v sae ees eueenn XD
LiSE O BOXES ... ... oo eeeeen et et et ettt ettt ettt et e s e e een e 2eeeee sen sae een an e seeees aeeeee XD
LiSt Of ACFONYINS ... ... ... cuv et et et et et et et et et e e et e e ves seas e v en ves eue XEID

CHAPTER ONE: INTRODUCTION. ... ..ottt eeenns 1
1.1 Background Information..............ccouvuiiiiiiiiii e 1
1.2 Statement of the Problem...............coooiiiiiiiiii e 4
1.3 Objectives of the Study......cccouniniiiiii e 6
1.4 Outline of the Study..........ocvuiiiiiiiiiiii 8
CHAPTER TWO: THE SWAZILAND ECONOMY......cc.outuiiiiiiinininininineennen, 9
2.1 INtrodUCHON. ....uiee et )
2.1.1  Physical and Political Features..............c.cooiiiiiiiiiiiiiiiiiiiiiiiiiinnen. 10
2.1.2  DemographiC FEatures. .. .....uueieuiuininiiiiiiit i, 13
2.2 The ECOMOMY ....uiniiitiiitit ittt e et e et ettt et et e e e e e e e e 15
2.3 Growth Patterns in the Period 1968-1998............coviviiiiiiiiiiiiiiiineeeae 20
2.4 The External Trade Sector in Swaziland.................c.oooiiiiiiiiiiiii e 24
241 Composition Of EXPOTtS........ouiuiuiiuiiiiiiiintenieeie it eeans 28
2.4.1.1 Major Export CommoOdities. .........covruiririiiiiinintiiniieiiiiieeeeenenaeans 30
2.4.1.2 Regional and International Groupings ...........coceeevieiiiiiiiiiiinienienennenenn 36
2.4.1.3 A Measure of Concentration in Swaziland’s Exports Using the Herfindahl
IndexSmmeeemn. . 9. ..o e JB- . T, . . .. . PE e e R E R TR 41
2,42 Composition Of IMPOTES.........ouiuiniiiiieiiiei e 47
2.4.2.1 Sources Of IMPOILS. .....coeeintirinittetie et e s 48
25 SUMMIATY ... e e e ettt e e e 49

CHAPTER THREE: SMEs IN THE ECONOMY: A REVIEW OF THE

LITERATURE..cutu it 55

3.1 INtrOdUCHION ....inine e 55
3.2 Definition of SMES ...t 56
3.3 Evolution on the Role of SMEs in the Economy  ............c.cooiiiiiiin. 61
34 Potential Contributions of SMEs in the Economy  ...............ccoviiiiininnie. 65
3.4.1  Job Creation  ooiniuinitiiii e e 65

3.4.2 Balanced Growth and Improved Income Distribution  .......................... 68



3.43 Backward and Forward Linkages ~  .....c.cooiiiiiiiiiiiiiiieee 71
3.4.4 Better use of Scarce RESOUICES  ........cueuiuiniiieiiininiiiiiiiniinie e 72
3.45 Production of Goods and Services .....iciiiiiiiiiii e 73
3.4.6 Training Ground for Upgrading and Developing Skills .......................... 73
3.4.7 Broader Participation  .......o.iiiiiiiiii e 74
3.48 Low WagelInflation —  .......cooiiiiiiiiiiiiiiiii e 75
3.49 Productivity and Innovation ..., 75
3.4.10 Seedbed, Private Sector- led growth /Competitive Environment ~ ........ 77
3411 SUMMATY . .onei e 79
3.5 The Nature, Characteristics, and Causes of the ‘Missing Middle’ ................. 81
3.5.1 The Nature and Characteristics of the ‘Missing Middle’ .......................... 81
3.5.2 Evidence on the ‘Missing Middle’ ........cooiiiiiiiiiiiiiiie 81
3.5.3 Causes of the ‘Missing Middle’ ...........cooiiiiiiiiiiiiiiiiiiii e 83
3.6  Constraints Faced by SMES ........ccooiiiiiiiiiiiiiiiriiee e 84
3.6.1  ACCESSTO Credit  ....vviviiiiit it 85
3.6.1.1 High Interest Rates and Collateral Requirements.................c.cceveieninennnn. 87
3.6.1.2 Prejudice by Financial Institutions ... 88
3.6.2  Raw Materials  ...o.iiiiiiiii e 92
3.6.3 Inadequate Infrastructure .............cccoiiiiiiiiiiininniiiiiii e e 93
3.6.4  Marketing ....voviniiiiiii e 94
3.6.5 Technology oo 95
3.6.6  Information ..o e 97
3.6.7 Lack of Skilled Labour and Management Skills ................cccooviiiinnnie 99
3.6.8 Limited Market Share/Lack of Demand .................ccoooiiiiiiniininnnn. 101
3.6.9 Policy biases and Business Environment .............c...ccovviiiiiiiiiinininnnn.. 102
3.6.10 Summary on ConstraintS ...........coceevevueiniiinennininnienerneieaneeenennennns 104
3.7  Best Practise Policies for the Promotion and Development of SMEs veen.. 106
3.8 ConCIUSION  ..oiniiiiiii e 112
CHAPTER FOUR: CONCEPTUAL FRAMEWORK AND
RESEARCH METHODS ... ..., 115
4.1 INtrodUCHION  ....etie it 115
4.2  Factors Determining SMEs’ Export Propensity and Performance ................ 119
4.2.1 Firm-Specific CharacteriStiCs  ........cceuvuiiininiienineiieeeeeineneanenens 122
4.2.1.1 FIMMSIZE oo e 122
20 WA 1 ¢ 1o U7 T 124
4.2.1.3 FiIrm OWNership ....o.ouiiiiniiiiiiii e e 124
4.2.2 Managerial CharacteristiCS =~ ..e.vvuivininireniiiiiiirien e eiieeieaeane. 125
4.2.2.1 EdUCAION ....ouinitinititiiiii e e 126
4.2.2.2 Decision MaKer’s AZE  ..o.oiiiuiiiiiiiiiii et 126
4.2.2.3 International Exposure and Experience .............c.cociiiiiiiiiiiiiiiiiiinnn, 126
4.2.2.4 Perceptions and AttItUAES ...........oevrririrniniiniieii e 127
4.2.3  External Stimuli FActors ............coiuiiiniiiiiiii e 128
B NI 11101 10 -1 A OO 135
43 MeEthOdOLOZY ...onvinieii i 137



4.3.1 Investigating the Export Involvement of SMEs ............c.cocooiiiiiiinnne. 137
4.3.2 Investigating the Effectiveness of Government Assistance
Programmes ... 138
4.3.3 Investigating the Differences Between Exporting and
Non-exporting SMES .......oiiiiiiiiiiiiiiiir e 139
43.4 Investigating the Factors Determining the Export Propensity of SMEs.........140
4.3.5 Computer Packages used in the Analysis ...........coceveiviiiiiiiiiiiiiininnnnn.n. 144
4.4 Data ColleCtiOn .iiuiiiiiiiiit i 144
4.4.1 Sourcesof Data ........c.iiiiiiiii e 144
4.4.2 Questionnaire Design  ........oiiiiiiiiiii e 146
4.43  PlOt SUIVEY oo 147
4.4.4  SamPlING PTOCESS ....ouvuiniiniiiiiiitit et eae e e aeeeanas 148
4.4.4.1 Sample Process for SMES........c.ouiuiiiiiiiiiiiiiiiieie e 148
4.4.4.2 Sample Process for Service Providers — ..........ccocoiiiiiiiiiiiiiiiniiiiian 150
4.45 The Data Collection Process and Problems ~ ...........cocoiiiiiinie. 151
4.4.6 Assurance of Confidentiality — .......cccoiiiiiiiiiiiiii e, 152
4.5  LimitationsoftheStudy ... ..o 153
4.6  Simianyfand Conelusion ... comesmsemn - EEEsEEEEEEEEEEEEEEEEEEEEE R 153
CHAPTER FIVE: PUBLIC ASSISTANCE PROGRAMMES FOR THE
DEVELOPMENT OF SMEs IN SWAZILAND  ............... 155
5.1 (0T (o4 11 To1 U ) o PP 155
5.2 The Nature of Public Assistance Programmes in Swaziland ......................... 156
5.3  Financial Assistance Programmes  ............cccooeviiiiiiiiiieiiiiniiennieneaannns 157
5.3.1 The Export Credit Guarantee Scheme  .............ccoiviiiiiiiiiinininiiennn 157
5.3.2 The Small Scale Enterprise Loan Guarantee Scheme  ......................... 164
5.3.3 TheEnterprise Trust Fund ............c.cooiiiiiiiiiiiiiiic e, 171
5.3.4 Other Financial Support SEIvViCes ...........cceoveuiuininiiininiiinineneanneennnnnns 176
5.3.4.1 Swaziland Development and Savings Bank ... 176
5.3.4.2 Tibiyo TakaNgWwane  .......cooeiiiiniiiiiiiiiiiiiiiii e 177
5.3.4.3 Swaziland Business Growth Trust ...........cccovuiiiiiiiiiiiiiiiiieiaenne, 178
5.3.4.4 The Regional Empowerment Fund ... 179
5.4  Non-Financial Assistance Programmes — ...........c.cccooeiiiiiiiiniiiininennnn.n. 179
5.4.1 The Trade Promotion Unit  ....oiiiiiiiiiiiii i 179
5.4.2 The Small Enterprise Development Company  ..........cccoceveviieiinninnnnn. 184
543 Lulote oo e 189
5.4.4 Ministry of Enterprise and Employment’s Services — ...........cccoevenennn. 190
5.4.5 Other Non-Financial SErvices  ..........cocoiiuiiiiiiiiiiinininiiiiiiinineneenenn. 192
5.4.5.1 The Swaziland College of Technology ............ccoiiiiiiiiiiiiiiiiininennn 192
5.4.5.2 The Vocational and Commercial Training Institute at Matsapha................. 193
5453 MITC/NASTC/SITC o e 194
5.4.5.4 The National Handicraft Training Centre..............ccoeeuviieniiiininenenennn.. 194
5.5 CONCIUSION  ooininettt e et 195



Page vii

CHAPTER SIX: THE EXPORT INVOLVEMENT OF SMEs AND THE
EFFECTIVENESS OF SME ASSISTANCE PROGRAMMES

INSWAZILAND i, 197
6.1  INtrodUCHION  ......eieii i ettt e e 197
6.2  The Nature and Size of Enterprises in Swaziland  .............cccooiiiiiiiiinn, 199
6.3  Exporting Companies in Swaziland .............ccoeviiiiiiiiiiniiiiiiieeiieeaaes 202
6.4  SMEs in the Export Sector in Swaziland  ...........ooooiiiiiiiiiiiiiii 206
6.5 Awareness, Use, and Effectiveness of Assistance Programmes  ................ 209
6.5.1 SMEs’ Awareness of Assistance Programmes  ...............cccoveveenienn.e. 210
6.5.2 SMEs’ Usage of Assistance Programmes.............c..oceveviiiiiiiniiinninennnnn. 213
6.5.3  Effectiveness of Assistance Programmes ~  ............cooii, 216
6.5.4 Summary on Awareness, Use and Effectiveness of Assistance

Programmes ..o 218

6.6  What are the Factors that Distinguish Exporting from Non-Exporting SMEs in
Swaziland? ... 220
6.6.1  Firm-Specific CharacteristiCsS  ........oveiiiiiiiiiniiiiiiiiiiieiieienaeenens 220
6.6.2 Managerial CharacteristicS ~ ....o.iviiiniiiiiiiiiii e 225
6.6.2.1 Education of the Manager...........c..coeiiiiiiiiniiiiniiiiiie e eaenes 226
6.6.2.2 Age of the Manager/OWner . .....cciiviiiiiiiiiiiiiiii e 227
6.6.2.3 Foreign Language SKills .........ccooiiiiiiiiiiiiiiiiiii e 230
6.6.2.4 Business Related Foreign Travel ...........c.ccocoiiiiiiiiiiiiiiiiiiiininennne. 233
6.6.3  Determinants of Export Propensity ..o 235
6.6.4 Summary of the Logit Results  .......c.cooiiiiiiiiiiie 244
6.7  Summary and ConcCluSiOn  ......o.iuiuinininiii e 245

CHAPTER SEVEN: AN ASSESSMENT OF THE BUSINESS ENVIRONMENT...249

7.1 INrOdUCHION  oeeniniieee ettt enes 249
7.2  Business Environment: Helpful and Factors and/or Problematic Factors  ....... 249
7.2.1  InfrastruCture .o.ooeieieiiii e 250
7.2.2 Finance and Credit ..oeivinininiiiii e 253
7.2.3  INPULS it 256
T.2.3.] LADOUT ceeveeneetetmnaeeeeeeeaeeeseeenaaeeseesnnaeeeseeennaaeeseesnaaeeeseennnnens 256
7.2.3.2 Capital and Access to Technology —  .....coiiiiiiiiiiiiin, 257
7.2.4  Markets, Marketing and Information Sources  ............c.coeiiiiiiiiininnnn 258
7.2.5 Govermment Rules and Regulations and Policies ..............c.ccceveveininenn.... 259
7.2.6  Other FAactOrS ...uiuiniiiiiiit it 261
7.3 SME:s Extent of Difficulty with Export Activities............ccoevviiiiniinininennnn.. 262

7.4  Summary and Conclusion — ........cciiiiiiiiii e 265



Page viii

CHAPTER EIGHT: CONCLUSION AND POLICY RECOMMENDATIONS .....268

0 B | Vi o e 1T 1 T ) H P PP 268
8.2  Summary of Findings and Conclusions of the Study ..............cccovivinininini. 269
8.3  Implications for Public Policy ... 278
8.3.1 Creating an Enabling Business Environment  ...............c.cooiiiiinen.. 279
8.3.2° Education and Training ..........cocvuiiiiiiiiiniiini i iieneeeienaeenens 281
8.3.3  Marketing and Information Services  .........cociiiiiiiiiiiiiii e 281
8.3.4  Support Services and Policies  ........cccovviiiiiiiiiiiiiii e 282
8.3.4.1 Definition of SMES ..o it 282
8.3.4.2 Development of a Databaseon SMEs ... 282
8.3.4.3 Other Support Services and Policies ~ .........ccovviiiiiiiiiiniiiinnne, 283
8.4  Contributionsto Research  ..........ccoiiiiiiiiiiiiii i, 284
8.5  Suggestions for Future Research ..o 286
8.6  FinalComment ... e 287
REFERENCES e 288

APPENDICES 326



Page ix

LIST OF TABLES
Page

Table 2.1 Physiographic Zones of Swaziland ...............cooiiiinn 12
Table 2.2 Area (in 000 hectares) and Population by Administrative Region .

of Swaziland ........c.oiiiiiiii 13
Table 2.3 Populations at Census Period and Inter-census Growth Rates .....14
Table 2.4 Basic Demographic and Economic Statistics Swaziland

compared with SADC Countries(1998) . ...coiiiiiiiiiiiiiiiinnn 15
Table 2.5 Composition of Gross Domestic Product 1968 — 1998  .............. 19
Table 2.6 Paid Employment by Sector and Industry 1989 -1999  .............. 20
Table 2.7 Gross Domestic Products and Per Capita GDP, 1968-1998 .............. 21
Table 2.8 Expenditure on GDP (1968 —1998) .....ccovvviiiiiiiiiiiiiiiiieeen 26
Table 2.9 Lilangeni Exchange Rates against Major Currencies ~  .............. 27
Table 2.10  Exports - Classified by SITC Commodity Section (Percentage

share in Total EXports) — ..o.ooiiiniiiiiiiii e 29
Table 2.11  Composition of Exports, 1968 — 1998 (% share of major

Commodities in Total Export Eamnings)  .........cocoviviiiiininnnen. 32
Table 2.12  Market shares for Export Destinations in 1996-97 ....................... 83
Table 2.13  Major Sources of Government Revenue ~ ..............ccooiiiiininnnn.. 38
Table 2.14  Product Concentration: Herfindahl Indices for Swaziland Exports,

(1977-1996)  ..oneninien e 44
Table 2.15  Comparisons of the Herfindahl index and Percentage share of

‘Major’ and ‘Minor’ Commodities ..........cveveviviiiiiiniininininannna 45
Table 2.16  Market Concentration (1992 —1995) ........ccoiiiiiiiiiiiiiiiiieeee 46
Table 2.17  Imports - Classified by SITC Commaodity Section

(Percentage Share in Total Imports) ..........cccoevvviiiieininiinininennn 51
Table 2.18  Major Sources of Imports (Percentage Share and Ranking) .............. 52
Table 4.1 Sampling Procedures ............c.cooiiiiiiiiiiiiiiiiiii 149
Table 5.1 Export Credit Guarantee Scheme Lending ActivitiesDistribution by

Participating Institution ... 160
Table 5.2 SSE-Scheme: Distribution of Loans According to Participating

Institutions (1990-2000) ..oiiiiiiii e 166
Table 5.3 SSE-Scheme Participation of Financial Institutions ..................... 169
Table 5.4 SEDCO Assisted Entrepreneurs 1998/99 ..., 186
Table 5.5 Characteristics of Entrepreneurs Based at SEDCO Premises

(1993-1999)  .niniiii 188
Table 6.1 Distribution of Enterprises and Average Employment by Industry......200
Table 6.2 Employment by Industry (1995-99) ..., 201
Table 6.3 Distribution of Exporting Companies by Industry — ..................... 204
Table 6.4 Share of Exporting Companies by Industry ................cooeveenenen. 205
Table 6.5 Exporting Companies: Average Employment and Export Share ...205
Table 6.6 SMEs’ Awareness of Assistance Programmes ~ ..................... 211
Table 6.7 SMEs’ Use of Assistance Programmes ~  ............ccoceieieininennn. 214
Table 6.8 Effectiveness of Assistance Programmes  ............c...ccoceieinnnn. 217
Table 6.9 Firm Characteristics of SMEs ... 221

Table 6.10  Average Size of Employment for Non-Exporting  ..................... 222



Table 6.11
Table 6.12
Table 6.13
Table 6.14
Table 6.15
Table 6.16

Table 6.17
Table 6.18
Table 6.19
Table 6.20
Table 6.21
Table 6.22
Table 6.23
Table 7.1

Table 7.2

Table 7.3

Page x

ANOVA - Employment for Non-Exporting and Exporting SMEs ...222
Mean Sales of Non-Exporting and Exporting SMEs ..................... 223
ANOVA - Sales of Non-Exporting and Exporting SMEs  ............ 223
Average Firm-Age for Non-Exporting and Exporting Firms ...225
ANOVA: Firm-Age for Non-Exporting and Exporting Firms ...225
Age and Education Levels of Executives in Non-Exporting and

Exporting SMES ... 226

Average Education Levels of Non-Exporting and Exporting SMEs ...228
ANOVA: Education Levels of Non-Exporting and Exporting SMEs...228
Mean Age of Executives in Non-Exporting and Exporting SMEs  ...229
ANOVA: Age of Executives in Non-Exporting and Exporting SMEs..229

Language Skills of Managers of Small and Medium Enterprises  ...231
Business Related International Travel by SMEs  ..................... 233
Logistic Regression Results on Export Propensity ..................... 243
Helpful and Problematic Business Environment Factors to SMEs ...251
Major Information Sources Used by SMEs .........cccocviiiniinenene. 259
Extent of Difficulty of Export Activities — .......cccocvevuininininenen.. 263



Figure 2.1
Figure 2.2
Figure 2.3
Figure 2.4
Figure 3.1
Figure 3.2
Figure 4.1
Figure 4.2
Figure 5.1
Figure 5.2

Figure 5.3
Figure 5.4
Figure 5.5
Figure 5.6
Figure 5.7
Figure 6.1
Figure 6.2
Figure 6.3

Page xi

LIST OF FIGURES
Page
MapofSwaziland ... 11
GDP and Per Capita Growth Trends (1970-1999) .........c.coceinain. 22
Major Export Destinations — ..........eoeveiiniiiniiniiiininiieiiieeenanan 34
Trade Balance (1968-1998) ......coeiiiiiiiiiiiii e 53
Relationship Between Firm Size and Constraints — ...................... 105
Factors Affecting Small Enterprise Development — ...................... 111

Factors Influencing the Export Behaviour and Performance of SMEs..117
Shifts and Movements in the Export Supply Curve ...................... 129
Export Credit Guarantee Scheme: Lending by Sector (1991-2000) ....162
Export Credit Guarantee Scheme: Value of Disbursements

(1991-2000) euininiiie et 162
SSE-Scheme: Distribution of Loans by Ownership ...................... 168
SSE-Scheme: Distribution of Loans by Industry — ...................... 168
SSE-Scheme Cumulative Number of Loans Approved (1991-2000) ....170

Enterprise Trust Fund: Distribution of Loans by Activity .............174
Number of Enterprises based at SEDCO Premises (1994 - 1999) ....187
The Distribution of Enterprises by Industry (1995-1999) ............201
Number of Exporting Companies in Swaziland 1995-1999 ...........204

Size Distribution of Exporting Companies in Swaziland (1999)  ....206



Box 3.1
Box 3.2
Box 4.1
Box 4.2

Box 4.3
Box 4.4
Box 4.5
Box 6.1
Box 6.2

Page xii

LIST OF BOXES

Page
Various Definitions of SMES ..........ccooiiiiiiiiiiiiiiiien 58
Challenges Faced by Small Economies..............ccoeveieiiiiiiniiinininn. 106
Potential Benefits from Exporting  ........cccooiiiiiiiiiiiiiiii, 116
Internal and External Determinants o f Export Behaviour and
Performance ............cooeiiiiiiiiii e 118
Motives for Exporting ... 121
Reasons for not Exporting — .....c.oovviiiiiiiiiiiiiii e, 121
Stages in the Export Development Process .............ccccoceeiiniinininnn. 132
Explanatory Variables and their Abbreviations ~— ............cccoeienni. 237
Correlations Matrix for the Various Firm and Managerial
CharacteriStiCS  t.viieieiiiiiee et ittt e aeaes 238



AfDB
ANOVA
APEC
ASBC
AsDB
BMEP
BWAS
CBS
CMA
COMESA
CSO
DCs

E

ECGS
ECI
ESRA
ETF

EU

FDI
FSE
GDP
GNP
HIV/AIDS
IDS
IFAD
ILO
IMF
ISO

ITC
LDCs
LPM
MEE
MITC
MSEs
NDS
NICs
NZODA
OECD
PPCU
RMA
RSA
SACU
SADC
SAP
SASCCO

Page xiii

LIST OF ACRONYMS

African Development Bank

Analysis of Variance —*

Asia - Pacific Economic Cooperation
Association of the Swazi Business Community
Asian Development Bank

Business Management Extension Programme
Business Women Association of Swaziland
Central Bank of Swaziland

Common Monetary Area

Common Market for Eastern and Southern Africa
Central Statistics Office

Developed Countries

Emalangeni (plural for Lilangeni)

Export Credit Guarantee Scheme

Ebony Consulting International Pty Ltd
Economic and Social Rehabilitation Agenda.
Enterprise Trust Fund

European Union

Foreign Direct Investment

Federation of Swaziland Employers

Gross Domestic Product

Gross National Product

Human Immunodeficiency Virus/Acquired Immune Deficiency Syndrome
Institute of Development Studies

International Fund for Agricultural Development
International Labour Organisation

International Monetary Fund

International Organisation for Standardisation
International Trade Centre

Less Developed Countries

Linear Probability Model

Ministry of Enterprise and Employment

Manzini Industrial Training Centre

Micro and Small Enterprises

National Development Strategy

Newly Industrialised Economies

New Zealand Overseas Official Assistance
Organisation for Economic Cooperation and Development
Public Policy Coordination Unit

Rand Monetary Area

Republic of South Africa

Southern African Customs Union

Southern African Development Community
Structural Adjustment Programme

Swazi Association of Savings and Credit Cooperatives



SBGT
SCC
SCOT
SDSB
SEB
SEDCO
SEN
SIMPA
SIPA
SMEs
SMMEs
SPTC
SSELG
TNCs
TPU
UNCTAD
UNDP
UNICEF
UNISWA
USA
USAID
VAT
VOCTIM
WTO

Page xiv

Swazi Business Growth Trust

Swaziland Chamber of Commerce

Swaziland College of Technology

Swazi Development and Savings Bank

Swaziland Electricity Board

Small Enterprise Development Company

Swazi Enterprise Network

Swaziland Institute of Management and Public Administration
Swaziland Investment Promotion Agency

Small and Medium Enterprises

Small, Micro and Medium Enterprises

Swaziland Posts and Telecommunications

Small Scale Enterprise Loan Guarantee Scheme
Transnational Corporations

Trade Promotion Unit

United Nations Conference on Trade and Development
United Nations Development Programme

United Nations Children Fund

University of Swaziland

United Sates of America

United States Agency for International Development
Value Added Tax

Vocational and Commercial Training Institution
World Trade Organisation



Page ii

ABSTRACT

Small and Medium Enterprises (SMEs) are increasingly occupying a prominent position
in the policy agendas of both developed and developing countries, owing to the
recognition of the significant potential contribution that these enterprises can make to
national economic and social development. In addition, the exporting successes of
SMEs in industrialised countries, in the last decade, have highlighted the critical role of
SMEs in export- and private-sector-led economic growth, consequently many
developing countries are refocusing their attention on the search for strategies and the
design of policies and assistance programmes aimed at the promotion and development
of their SME sectors. Sound policies to assist more SMEs to export, however, must be
informed by a clear understanding of any systematic differences between current

exporters and non-exporters.

This study employed a multi-method approach, making use of both qualitative and
quantitative methods, to investigate the nature and extent of SMEs’ export involvement
and the effectiveness of SME promotion and development programmes in Swaziland.
In particular various firm-specific and managerial characteristics believed to shape the
export behaviour of SMEs were utilised to investigate why some SMEs are exporters
and some are not. The results of this study revealed that for many SMEs in Swaziland
the export orientation is zero. The few that are exporting are mostly found in the
manufacturing, agriculture and forestry industries. Foreign language proficiency and
the frequency of business-related foreign trips are amongst the significant variables in

explaining export propensity amongst SMEs in Swaziland.

On the effectiveness of assistance programmes, this investigation showed that
awareness levels and usage rates differ among assistance programmes and by the firms’
market orientation. Generally, managers of SMEs are more aware of (and have
accessed more) domestically oriented programmes than export oriented ones, which to
some extent explains SMEs’ poor export involvement. A policy recommendation that
arises instinctively from this study is that official support, financial or otherwise, is
likely to bear more fruit in exporting if targeted towards currently non-exporting SMEs
and aimed at upgrading the language skills of managers, and assisting with bona fide

business-related functions outside the country.
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