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The study explores the factors influencing entrepreneurship development in Malawi, with Blantyre city 
as the case study. Additionally, it investigates the relationship between education and entrepreneurial 
success, along with identifying the problems and barriers hindering potential entrepreneurs from 
initiating new ventures or enhancing existing businesses. Data for the study were collected through 
questionnaires distributed to respondents in Blantyre, one of Malawi's most populous cities. A sample 
of 30 respondents was selected using a simple random sampling method, and the data were analyzed 
using SPSS software, incorporating descriptive statistics. The results reveal that the main factors 
affecting entrepreneurial development in Malawi include education and training, inadequate funding 
and creative ideas, and government policies, all identified as constraints to entrepreneurship 
development. Furthermore, the findings demonstrate a strong relationship between education and 
entrepreneurship development. Lastly, the study concludes that bureaucracy and ineffective 
implementation of government policies stifle entrepreneurial development. Recommendations include 
urging the government to review its policies aimed at enhancing entrepreneurial activity due to their 
found ineffectiveness. Additionally, restructuring the education system, specifically targeted at 
entrepreneurial development, is suggested to align it with successful models observed globally. Lastly, 
minimizing bureaucracies in government departments meant to enhance entrepreneurial development 
is recommended. 
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INTRODUCTION 
 
Entrepreneurship is the process of establishing a new 
entity focused on a novel product or service, differing 
significantly from those available in the market (Henry et 
al., 2005). Alternatively, the Global Entrepreneurship 
Monitor (GEM) defines entrepreneurship as  any  attempt 

at new business or venture creation, encompassing self-
employment, new business organization, or the 
expansion of an existing business, undertaken by an 
individual, a team, or an established business (GEM 
Global Report, 2012). 
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Recognized as the engine of economic growth and 
development, well-nurtured entrepreneurship activities 
positively contribute to a nation's economy and enhance 
the quality of life for its citizens (Morris and Lewis, 1991). 
Furthermore, entrepreneurship, as shown by Van Praag 
and Versloot (2007), leads to employment creation, 
productivity growth, and innovation. 

Youth entrepreneurship, in particular, holds significant 
potential for reducing unemployment rates. In addressing 
issues of economic growth, innovation, and job creation, 
entrepreneurship emerges as a key solution. In Malawi, 
the government is actively diversifying the economy, 
implementing initiatives such as encouraging citizens to 
establish businesses through funding from the National 
Economic Empowerment Fund (NEEF), Youth 
Development Fund (YEDEF), Youth Empowerment 
Scheme, and obtaining advisory and mentorship 
services. 

Malawi is recovering from the 2008 global financial 
recession and faces challenges such as unemployment, 
especially among the youth, and poverty eradication. 
Entrepreneurship is considered a crucial pathway 
forward, prompting a detailed study to understand and 
enhance it. 

The vision of Malawi becoming a middle-income 
economy by 2063 hinges significantly on the active 
involvement of youth in the country's economic 
development. The historical marginalization of youth has 
led to issues like unemployment, crime, drug abuse, and 
limited participation in nation-building. Entrepreneurship 
and self-employment offer avenues for new job creation, 
economic dynamism, and improvement of youth 
livelihoods and economic independence. 

In the informal economy, micro-entrepreneurism serves 
as a bottom-up method for income generation, fostering 
self-reliance, and introducing innovative paths to earning 
a living (Maxwell, 2002). A growing number of young 
people in Malawi are starting their own businesses, and 
lessons are being learned about improving the odds for 
success through various forms of assistance and the 
creation of a conducive environment (Schoof, 2006). 

Recently, entrepreneurship development in Malawi has 
primarily targeted youth in technical training institutions, 
and this focus is expanding to include universities. The 
program introduces youth to SME startup initiatives, 
encouraging them to consider self-employment as a 
career choice. This study analyzes the national youth 
policy and access to entrepreneurial education, 
examining if these variables assist in youth 
entrepreneurship development in the country. It also 
increases the understanding of the impact of government 
initiatives on entrepreneurship development in Malawi. 
 
 
Problem statement  
 
Entrepreneurship development forms  the  bedrock  of  all 

 
 
 
 
business evolutions and economic miracles of the nation. 
The most common problem of entrepreneurship 
development is lack of funding and difficulty in securing a 
loan from financial institutions (Radikoko, Dzimiri & 
Mwasabi, 2015). In the case of Malawi, the government 
has attempted to bridge this gap by establishing venture 
capital schemes such as Youth Development Fund and 
the establishment of Malawi Development Fund 
(MADEF), now National Economic Empowerment Fund 
Ltd (NEEF).  

This presents Malawi with a unique opportunity to start-
up businesses. This study investigates the factors that 
affect entrepreneurship development. Most of the 
promotional activities of the government have been 
directed around financial and physical facilities with the 
illusion that there will be an automatic flow of 
entrepreneurs if such facilities are created. Research by 
Radikoko et al. (2015) has proven that financial and 
physical facilities are not the only crucial external 
environment inputs in entrepreneurship development. 
This study attempts to further establish the other crucial 
external environment inputs needed for entrepreneurship 
development. 
 
 
Specific objectives 
  
1. To establish whether entrepreneurial education is vital 
for the business success; 
2. To determine the barriers that hinder potential 
entrepreneurs from engaging in new venture creation or 
improvement of existing businesses; 
3. To establish the impact of government initiatives on 
entrepreneurship development.  
 
 
LITERATURE REVIEW  
 
Concept of youth and entrepreneurship 
 
Youthhood is viewed as a specific stage between 
childhood and adulthood when people have to negotiate 
a complex interplay of both personal and socio-economic 
changes in order to maneuver the “transition” from 
dependence to being independent, take effective control 
of their own lives and assume social commitments 
(UNDP, 2015). In a study by Chigunta et al. (2005), the 
United Nations (UN) and the Commonwealth of Nations 
have, respectively, defined youth as those members of 
the population between 15-24 and 15-29 years of age. 
While the Africa Youth Charter by the African Union 
(2006) and Chigunta et al. (2005) defined youth as that 
category of people between ages 15 and 35 years. It is 
only those individuals who are 18 years old and above 
under Malawian law who can be permitted to enter into 
legal contracts.  

This  definition  considers  the  physical,  psychological, 



 
 
 
 
cultural, social and biological and political aspects, which 
explain the Malawian youth situation. For the purpose of 
this study, an earlier definition by the African Union 
(2006) is adopted.  

Since it is indicated that individuals younger than 18 
have no contractual capacity, the study follows the lower 
end age 18, meaning youth are individuals of 18-35 years 
old. According to Chigunta et al. (2005), youth 
entrepreneurship is the practical application of 
enterprising qualities, such as initiative, innovation, 
creativity, and risk-taking into the work environment and 
culture by individuals within the youth age group bracket. 
 
 
The financing gap theory of SMEs 
 
The existence of the funding gap was first identified in the 
United Kingdom by the Macmillan Committee, set up by 
the government to study the British financial system in 
1931 (Kung'u, 2011). According to Naveed et al. (2013) 
the funding gap appears when there is a mismatch 
between supply and demand for the capital as a result of 
permanent market failures. This gap constitutes the 
difference between amount of funds entrepreneurs 
require for operations and growth and the amount of 
funds that they actually receive. Citing Daunfeldt and 
Halvarsson (2015) many commentators believe that there 
is huge financing gap for youth entrepreneurs, meaning 
that there are significant numbers of young entrepreneurs 
that could use funds productively if they were available, 
but cannot obtain finance from the formal financial 
system. 

The funding gap for entrepreneurs mostly happens in 
developing countries in sub-Sahara Africa such as 
Malawi. Citing Abdulsaleh (2015) the finance gap theory, 
as postulated by Bolton (1971), on Definition-of-Small-
Business-in-Different-Sectors’, states that the 
components-knowledge gap and supply gap are the two 
sets of challenges faced by youth entrepreneurs. They 
pointed out that young entrepreneurs lack knowledge 
about available sources of external finance and that once 
these are determined, entrepreneurs have difficulties in 
satisfying the loan requirements from the external 
financier.  

This means that the only possible way that young 
entrepreneurs can raise finance to fund the operation and 
growth is through personal savings, borrowing from 
friends and family members. In addition, since both their 
venture capital and sales value are small as compared to 
operating costs, they face challenges in maintaining the 
business resulting in eventual collapses of SMEs in 
Malawi.  
 
 
Firms’ growth theory 
 
The  theory   of  firm   growth   is   used    to   describe   a 
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development process that spans either from micro to 
small and from small to large or from weak to strong. 
However, development is about more than just the 
growth of quantitative indicators like manufacturing value-
added and employment size. Development is also about 
the generation stage where the firm comes into being and 
the periodic processes involved in each stage. At the 
same time, the growth of the firm itself is a complex 
adjustment process that is different from the simple 
extension of scale.  

According to Penrose (2009), in the book of The 
Theory of the Growth of the firm, offered some strong 
principles governing the growth of firms and rate at which 
firms can grow successfully. It claims that firms are a 
bundle of internal and external resources that help a firm 
to grow and realise a competitive advantage. According 
to Penrose (2009), firm size is incidental to the growth 
process, whereas firm growth is determined by the 
effectiveness and innovative material resources within 
the firm. The author further explained that the availability 
of top managerial and technical talent serves as an 
engine to firm’s growth. Penrose (2009) has also 
suggested that ignorance of these factors results in 
failure and loss of competitive advantage. 
 
 
Factors that affect entrepreneurship development 
 
The Global Entrepreneurship Monitor (GEM), the largest 
ongoing study of entrepreneurial dynamics in the world 
has identified nine factors that influence entrepreneurial 
development and this include entrepreneurial finance, 
government policy, government entrepreneurial 
programs, entrepreneurial education, research and 
development transfer, commercial and legal 
infrastructure, entry regulations, physical infrastructure, 
and culture and social norms. 

Other research has discovered that entrepreneurship is 
influenced by other factors which include economic 
development, culture, technological development, and 
education. In areas where these factors are present, one 
can expect to see strong and consistent entrepreneurial 
growth (Naji, 2019). Economic factors that affect 
entrepreneurship development include capital, labor, raw 
materials, market, and infrastructure. 

A study conducted in Kenya has exposed that the 
majority of the youth have poor credit access individually 
mainly from financial institutions as well as Youth 
Enterprise Fund (Rambo, 2014). Access to 
entrepreneurship education and business development 
services during the start-up and growth phase also 
affected many young entrepreneurs. The socio-economic 
factors such as unemployment led many youths to 
participate in business (Rambo, 2014). 

In the case of India, most of the promotional activities 
are directed around the financial and physical facilities 
with  a  strong  belief  that  there  will be automatic flow of  
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entrepreneurs if such facilities are created in the country 
(Radikoko et al., 2015). Radikoko et al. (2015) argues 
that in spite of abundant natural resources, the pace of 
industrial and entrepreneurial development is slow not 
only because of lack of basic facilities and financial 
institutions, but due to untapped entrepreneurial talent in 
the country and suggests that timely action by the 
government and other agencies should be taken to 
improve entrepreneurship development in Botswana 
(Radikoko et al., 2015). 
 
 

Entrepreneurial education and success 
 
Dejaeghere and Baxter (2014) demonstrate that 
entrepreneurship education has been found to be the 
solution to the problem of unemployment and poverty in 
sub-Saharan Africa. This positive impact of 
entrepreneurship education has actually nullified the 
belief that somebody should be born an entrepreneur to 
become successful in business owner (Kuratko, 2005). 

Despite the importance of entrepreneurship education 
and training as revealed by empirical research, the rate of 
education and training remains low in sub-Saharan Africa 
(GEM 2012 Sub-Saharan Report). In Botswana alone, 
GEM 2012 report shows that education and training is the 
second lowest contributor to entrepreneurship 
development. 
 
 
Problems associated with entrepreneurship 
development  
 
The 2012 GEM Botswana report reveals that 
entrepreneurship development in Botswana is constrained 
by lack of abilities and knowledge to start-up a business 
and also ineffective implementation of intellectual 
property rights. The latter implies that entrepreneurial 
ideas are not protected and that lead to unauthorized use 
and undue benefiting through intellectual property such 
as music, arts and information technology which end up 
demotivating the inventors and leads to crippling of 
entrepreneurial innovation and development. Other 
issues identified in Botswana related to poor access to 
finance businesses and even if it is available through 
government policies like introduction of YEDEF, MADEF 
now NEEF and the like then it becomes very difficult to 
access the funding because of bureaucracies and 
stringent loan requirements (GEM Botswana) (Mgaya 
and Magembe, 2007). 

In other countries like India at present, the small 
entrepreneurs are facing various problems like wrong 
location, improper estimation of capital cost, delayed and 
cost escalation, inadequacy of finance, delayed payment, 
deficiency in the management, non-availability of raw 
materials, poor maintenance of plant and machinery, low 
labor productivity, and hardship in marketing outlets. 
Labor troubles have been as much responsible for lack of  

 
 
 
 
growth in entrepreneurship as inflation, demand 
recession and the well-known “get rich quick” techniques. 
Another major problem is the lack of training facilities in 
management, technical and other skills, which is 
necessary for the development of entrepreneurship in 
India (Radikoko et al., 2015). 
 
 

Barriers that hinder potential entrepreneurs from 
engaging in new venture creation 
 
Unstable political conditions where government policies 
change frequently discourage new business formation as 
investors fear for the safety of their investment. 
Government support economic development through 
infrastructure development, facilitation and industrial 
parks. These activities encourage entrepreneurship and if 
a government does not engage in such it creates a 
barrier for new venture creation (Nayab, 2011).  

The availability of infrastructure and utilities such as 
roads, power, communication facilities and lack of 
corruption and bureaucratic delay in obtaining such 
utilities encourage entrepreneurship. (Turan et al., 2013) 
The general purchasing power of the people manifested 
by income levels and economic prosperity of the region 
plays a major role in the success of entrepreneurial 
ventures (Casero et al., 2007). 
 
 
Influence of culture on entrepreneurship  
 
What makes some entrepreneurs tick while others fail? 
Why do people in some cultures and regions display a 
better entrepreneurial spirit compared to people in other 
cultures. In their study (Nayab, 2011) found out how 
cultural factors influence entrepreneurship. Culture 
affects entrepreneurship in many ways, for instance; 
people engaged in jobs and other services pressure their 
children to find secure jobs and crush their 
entrepreneurship spirit at a very early age. 

However, people traditionally engaged in businesses 
have a pro-business attitude and disdain working as 
employees. Business school students come under 
missionary zeal of teachers who exhort them to become 
entrepreneurs even if the opportunity cost is very high. 
The study also reveals how political environment 
supports or suppresses entrepreneurship. Unstable 
political conditions where government policies change 
frequently discourage business as investors fear for the 
safety of their investment.  

Government support to economic development through 
infrastructure development, facilitation, industrial parks, 
and the like all encourage entrepreneurship. The 
availability of infrastructure and utilities such as roads, 
power, communication facilities, and lack of corruption 
and bureaucratic delays in obtaining such utilities 
encourage entrepreneurship. The general purchasing 
power of  the people,  manifested  by  income  levels  and 



 
 
 
 
economic prosperity of the region, plays a major role in 
the success of entrepreneurial ventures (Nayab, 2011).   
 
 
RESEARCH METHODOLOGY 

 
The researcher conducted the study in Blantyre city in the Southern 
Region of Malawi and all participants in the study were those 
operating their small businesses in the city. The study targeted 
owners of SMEs in the city. The targeted participants ranged from 
individuals having small businesses, like carpenters, tinsmith, 
mechanics, plumbers, hardware shop owners, grocery owners, 
panel beaters, vegetable sellers, and mobile hawker vendors. The 
study selected these people because these types of small business 
are locally available and face a lot of challenges which need the 
attention of policy makers for their survival and growth. The 
researcher conducted the study in various markets and trading 
centres within Blantyre city such as Ndirande main market, Chinseu 
trading centre, Zambia trading centre, Makata market, Safarao 
trading centre, Goliyo trading centre and lastly Newlines business 
centre 

 
 
Sample size and sampling 

 
The target population comprised a total of 100 informal SMEs which 
were drawn from various places in Ndirande township of Blantyre 
city. In the study, the sampling frame consisted of all SMEs 
business owners in Ndirande township of Blantyre city. The 
researcher used simple random sampling technique because it was 
deemed suitable for this study and its advantages like minimization 
of bias results; improved reliability and validity of data from 
respondents who represent the population. 

 
 
Sample size 

 
Although it is very difficult to establish the reliable information about 
the total number of SMEs in Ndirande township in Blantyre city, 
however the researcher estimated that there are roughly not less 
than 300 SMEs in Ndirande township of Blantyre city. The sample 
of 30 SMEs representing 10% were selected to represent the total 
population and the results should be sufficient to draw conclusions 
of the study. Thus, the questionnaires were administered to the 
sample size of 30 participants who were randomly selected. 

 
 
Data collection  

 
Data collection was based on the following procedures: first, the 
review of the literature on obstacles to the growth of SMEs which 
was a necessary aspect of the research in an attempt to 
understand in-depth the research topic, and second, interviews with 
owners and employees of SMEs in Ndirande township of Blantyre 
city to obtain their views on the relevance of challenges identified in 
the literature. 

The study used interviews as a data collection tool, with 
respondents individually or in groups. Prior to conduction 
interviews, the respondents were first approached by phone to 
inform them about the purpose of the interviews and the objective 
of the interviews and all the respondents received detailed 
information about the purpose of the study and types of questions 
sent to them. 

Questionnaire in the form of a self-administered schedule of 
questions and statements were distributed to respondents and 
collected at agreed times.  
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RESULTS AND DISCUSSION  
 
Distribution of respondents by position 
 
The total sample was 30 respondents. Those who run the 
small business as sole traders were 23 translating into 
76.7% and those managing the small businesses were 6 
representing 20% and 1 accountant translating 3.3% 
(Table 1). This gives a picture that a majority of those 
running businesses in Blantyre city are the owners 
themselves which gave the researcher enough 
confidence on the authenticity of the data collected since 
it is coming mostly from the actual owners of the small 
business.  
 
 
Distribution of respondents by gender 
 
The total sample was 30 respondents. These were 21 
males translating into 70% and 9 females translating into 
30% (Table 2). This gives a picture on how the business 
environment is dominated by males within Blantyre city. 
 
 

Distribution of respondents by age 
 

The study also examined the age of the business 
operators in order to ascertain the number of youths 
involved in those businesses. It was discovered that a 
majority of the respondents are in the ages of 20 to 36 
giving a frequency of 24 representing 80% whilst 6 
people were of the ages of 37 to 49 translating into 20 
(Table 3). This is an indicator that a lot of youth are 
involved in entrepreneurship. 
 
 

Distribution of respondents by business experience 
 
The study also included profiling the experience of the 
respondents by looking at the number of years they have 
been operating and from the table below 53.3% have 
been operating for a maximum of 3 years, 40% have 
been in business for a period of 4 to 10 years whilst 6.7% 
have been in business for more than 10 years. This gives 
a picture of rapid new entrants in the market for the past 
3 years. 
 
 

Impact of entrepreneurial education  
 

The study wanted to find out what the respondents 
thought are the impact of entrepreneurial education 
amongst the youth involved in SMEs in Blantyre city. The 
findings show that 67% said educated youth understand 
the risks involved in business better, 27% said education 
stimulates better understanding of business processes, 
23% said lack of education hinders one from getting the 
required resources whilst 13% said education helps in 
financial management skills (Figure 1). 
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Table 1. Respondent position in the business. 
 

Variable Frequency Percent Valid percent Cumulative percent 

Valid 

Owner 23 76.7 76.7 76.7 

Manager 6 20.0 20.0 96.7 

Accountant 1 3.3 3.3 100.0 

Total 30 100.0 100.0  

 
 
 

Table 2. Number of respondents by gender. 
 

Variable Frequency Percent Valid percent Cumulative percent 

Valid 

Male 21 70.0 70.0 70.0 

Female 9 30.0 30.0 100.0 

Total 30 100.0 100.0  

 
 
 

Table 3. Distribution of respondents by age. 
 

Variable Frequency Percent Valid percent Cumulative percent 

Valid 

20 - 36 years 24 80.0 80.0 80.0 

37 - 49 years 6 20.0 20.0 100.0 

Total 30 100.0 100.0  

 
 
 
One of the key objectives of the study was to find out 
whether entrepreneurial education is vital for business 
success. Here, an analysis is done to establish whether 
the respondents have a certain level of education 
because education has been found to contribute 
significantly to successful businesses (Charney and 
Libecap, 2000; Dejaeghere and Baxter, 2014).  

According to Dejaeghere and Baxter (2014), 
established the relationship between education and 
business success using information gathered from 
respondents to check if indeed there is any relationship 
between the two as literature suggest. The study used 
the number of years in business as an indicator of 
success or failure and also checked the correction 
between education and numbers of years in business. 
The assumption is that the longer a business stays in 
operation it is deemed to be successful since if it is not 
successful it would shut down at least in a year or at most 
in three years.   

In summary the results generally show that there is no 
strong relationship between education and entrepreneurial 
success. The findings tend to support the belief that 
somebody should be born an entrepreneur to become 
successful in business (Kuratko, 2005).  

These results are surprising as they run contrary to 
abundant literature which is in favor of the fact that 
education is the key to entrepreneurship success. As an 
example, Charney and Libecap (2000) show that 
graduates  who  have  been  exposed  to  entrepreneurial 

education tend to be more successful in both starting up 
business as well as at their place of work if they decide to 
take a job instead of starting up a business upon 
graduation. They discovered this after comparing the 
career paths of graduates that had completed the 
entrepreneurship program at the University of Arizona to 
business school graduates of the same institution who 
were never exposed to entrepreneurial concepts. Bailey 
(2007) shares the same sentiments and shows that 
education, training, work experience, apprenticeships, 
overseas visits and other human capital development 
initiatives are relevant for entrepreneurial success or 
failure to the extent that they contribute to the 
development of entrepreneurial competences. 

From the finding it was noted that youth entrepreneurs 
embrace education as a contributing factor to successful 
businesses. It was noted that almost all the respondents 
agree that education is a way for entrepreneurs to 
acquire resources, enhance innovative ability and 
innovative personality, and build multi-level learning 
channels for entrepreneurs by integrating various 
knowledge and value systems. 

This also agrees with Audretsch et al. (2016) who said 
traditional entrepreneurship knowledge learning can no 
longer meet the dynamic environment’s demand for 
entrepreneurial ability. Audretsch et al. (2016) concluded 
that entrepreneurship education builds a multi-level social 
network and comprehensive learning management for 
the professional  ability  of  entrepreneurs  and  education
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Figure 1. Impact of entrepreneurial education.  

 
 
 

develops student’s entrepreneurial skills, enabling them 
to cope with challenges (Jones and Iredale, 2010). Baron 
and Tang (2009) argued that entrepreneurship education 
provides multiple channels for student entrepreneurs to 
obtain resources.  

The human capital social network built by highly skilled 
student entrepreneurial teams to acquire resources, 
reduces the cost of resource acquisition, and promotes 
the willingness of entrepreneurs to share knowledge. 
With reciprocity, combining access to resources, 
integration generates new knowledge and contributes 
positively to innovation (Tolstoy, 2009). Therefore, it is 
assumed that entrepreneurial education plays a big role 
in nurturing small medium enterprises 
 
 
Challenges associated with entrepreneurship 
development 
 
The study also established why some youths do not 
prevail in their entrepreneurial ventures and the 
challenges they encounter in running small medium 
enterprises. More importantly this was to determine the 
reasons which may have influenced them to fail or not 
find the business profitable. 

From the findings, 47% respondents stated that what 
challenges them is lack of capital to start off while 10% 
are affected by improper capital estimation after starting 
off, 10% also stated that delayed payments are one of 
the challenges since they need the moneys for working 
capital, about 7% stated that delayed and cost escalation 
is one of the challenges, whilst 13% stated non 
availability of raw materials as one of the setbacks, finally 
7% stated that each were affected by lack of human 
resources for production and wrong business location 
since they prefer a better and marketable place (Figure 
2). 

The first challenge is inadequacy of finance; inadequate 
capital means shortage of working capital to meet the 
day-to-day operating activities of the small business 
concern. Running a small business is not easy. Many set 
out on this endeavor end up failing. There are many 
reasons why small businesses do not succeed and one 
of the most common reasons being lack of capital. Lack 
of capital can result in not having enough to cover 
overhead expenses, funding expansion opportunities, or 
launching a new product to market. The impact of having 
inadequate capital affects the business in the following 
ways. 
 
 
Obtaining funds 
 
Entrepreneurs need capital for their businesses to look 
attractive to potential investors and financial lenders. If 
the small business cannot display that it is capable of 
paying back a loan or provide the potential for investors 
to receive a hefty return on investment, they will look 
elsewhere. The ability to get funding will inhibit the small 
business’s ability to purchase assets and resources 
needed for expansion. 
 
 
Ongoing business operations 
 
Lack of capital may also jeopardize the SMEs ability to 
cover the day-to-day operations. Rent, salaries, 
insurance-all these things cost money on an ongoing 
basis. If the entrepreneurs struggle to cover these basic 
expenses, then what hope is there of having extra capital 
needed for growth and taking advantage of new 
opportunities. Lack of capital also hinders the SMEs from 
thinking towards the future since in order to grow, the 
business  often  needs  to  purchase   additional assets or
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Figure 2. Problems associated with entrepreneurship development. 

 
 
 
hire new employees to meet customer demands. Lack of 
capital might prohibit the SMEs from acquiring what they 
need to expand. Small business owners with long term 
growth prospects need to plan forward and ensure capital 
is available when the opportunity for growth presents 
itself. 

Another challenge is to do with the availability of raw 
materials/resources. Funds and resources play a very 
important part in the success of a business, without 
sufficient funds and resources a business will struggle to 
even come up with a new product, let alone launching it 
properly into the market.  

According to Josiah and Themba (2015) lack of 
resources results in entrepreneurs going for simpler 
projects which are smaller, easier, and faster to 
complete, which only deliver low value, instead of 
projects that actually deliver high value to the business. 
The project ideas submitted by members of staff will 
become simpler and simpler over time to make sure that 
more can be done with less. This is not really a bad thing 
because some ideas, even though very simple in 
execution, can bring on great impacts. However, this 
requires a lot of efforts from members of staff to come up 
with ideas that can follow this guideline, which can lead to 
staffs’ dissatisfaction. This goes without saying, if the 
business does not have enough money and resources, 
the products cannot be made in time, which will 
consequently lead to a slower time to market that can 
cost SMEs business a fair number of opportunities.   

On the other hand, there is a challenge of lack of 
human resources. This refers to not having the right 
people to do the job and support the business. Most of 
the SMEs are sole proprietors hence cannot afford to 
have a human resources department that can be 
responsible for recruitment and other human resource 
functions.   

The human resources department oversees the 
administrative functions within an organization. The 
department manages payroll and benefit administration, 
recruitment and employee relations. Staff members act 
as a liaison between workers and management. The 
department also maintains relationships between 
employers and labor unions. Because the human 
resources department manages a variety of tasks, failure 
to plan departmental responsibilities effectively could 
result in an unproductive and inefficient workplace. 

Poor human resources management can have a 
negative effect on workplace productivity. Unproductive 
workers are not enthusiastic or engaged in their job 
duties and responsibilities. In many cases, poor 
management, lack of motivation and changes in 
organizational structure are at the forefront of an 
unproductive workplace. The HR department is charged 
with ensuring managers have the training and resources 
necessary to meet the needs of employees. If the 
department fails to implement planning strategies that 
support management training and workplace morale, a 
decline in productivity will eventually develop. 

Themba and Josiah and Themba (2015) conducted 
research on the factors that affect entrepreneurship 
development and it was discovered that lack of 
entrepreneurial training and education in general, as well 
as lack of financing was mostly (90% of the respondents) 
mentioned by respondents as affecting development of 
entrepreneurship in Botswana. Other factors had 
between 50% and 70% of respondents mentioning them 
as affecting entrepreneurship development. With regards 
to lack of finance, the study found out that despite that 
the government has come up with venture capital 
schemes; entrepreneurs are still having problems in 
terms of obtaining funding. This could be attributed to the 
stringent  requirements  of  the  venture  capital schemes.
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Table 4. Barriers to new venture creation.  
 

Variable Frequency Percent Valid percent Cumulative percent 

Valid 

Lack of innovative ideas 10 33.3 33.3 33.3 

Lack of capital 13 43.3 43.3 76.7 

Unstable political conditions 5 16.7 16.7 93.3 

Lack of infrastructure development 2 6.7 6.7 100.0 

Total 30 100.0 100.0  

 
 
 
This shows that there could be some policy issues with 
regards to government funding schemes available. These 
results suggest that there are bureaucracies in 
government with regards to accessing services and 
resources that can enhance entrepreneurship. This is 
despite the abundance of such programs and policies 
which government has put in place to support 
entrepreneurial development.  

It can therefore be argued that the implementation of 
such programs is not effective and something has to be 
done to improve the efficiencies in terms of 
implementation and reduced bureaucracies. 
 
 
Barriers to entrepreneurship and new venture 
creation  
 
The study finally wanted to find out the barriers that 
hinder potential entrepreneurs from engaging in new 
venture creation. The results showed that 33% stated 
that lack of innovative ideas is a contributing factor, 43% 
stated that lack of capital is one of the barriers whilst 5% 
mentioned of unstable political conditions and finally 2% 
cited of lack of infrastructure development (Table 4). 

According to DiRienzo and Das (2015), new venture 
creation is the process of turning a new idea or 
technology into a business that can succeed and will 
attract investors: potential entrepreneurs trying to identify 
a possible business idea, pay attention to everything in 
the media. This study aimed at finding what is it that bars 
entrepreneurs from identifying new ideas and the study 
discovered the following barriers.  

First the respondents cited that lack of innovative ideas 
is the biggest barrier. The importance of innovation in 
entrepreneurship is shown by coming up with a new way 
to produce a product or a solution. A service industry can 
expand with another type of service to fulfill the ever-
changing needs of its clients. Producers can come up 
with another product from the raw materials and by-
products. 

The importance of innovation in entrepreneurship is 
another key value for the longevity of a business. 
Entrepreneurs and businesses began with a need. They 
saw the need within the community and among 
themselves and they have come up with a solution. They 
seize the opportunity to innovate to make their lives more 

comfortable. And these solutions kept evolving to make 
them better, easier, and more useful. Entrepreneurs must 
keep themselves abreast of the current trends and 
demands. Manufacturers are constantly innovating to 
produce more without sacrificing quality. 

Companies and enterprises keep innovation as part of 
their organization. Innovations contribute to the success 
of the company. Entrepreneurs, as innovators, see not 
just one solution to a need. They keep coming up with 
ideas and do not settle until they come up with multiple 
solutions. Innovation is extremely important and 
companies often see their employee’s creativity as a 
solution. They come up with seminars and training to 
keep their employees stimulated to create something 
useful for others and in turn, financial gain for the 
company. 

Secondly the other barrier which was mentioned was 
lack of capital, running a small business is not easy, 
many who set up on this endeavor end up failing. There 
are many reasons why small businesses don’t succeed, 
one of the most common reasons being lack of capital. 

Lack of capital can result in not having enough to cover 
overhead expenses, funding expansion opportunities, or 
launching a new product to market. In order to grow the 
SMEs need to invest in research and development, lack 
of capital might prohibit the entrepreneurs from investing 
in research for new venture creation hence small 
business owners with long term growth prospects, need 
to plan forward and ensure capital is available if they 
strive to succeed. 

Another barrier which was investigated is unstable 
political conditions, these include, rules and regulation, 
government policies and corruption. Rising corruption 
and political instability contribute to underdevelopment 
through adversely affecting government revenue, 
production, savings, investment, growth, and income 
distribution in West Africa (Abu et al., 2015). Alonso and 
Garcimartín (2013) identified that corruption reduces 
enterprises’ innovativeness through increasing distrust 
and uncertainty in governmental institutions and the 
entire business environment.  

On the other hand, Goedhuys et al. (2016) mentioned 
that corruption would rather have greasing and 
accelerative effect on enterprises’ innovativeness 
particularly in countries with poor governance systems. 
With   more   interest  on  innovation,  DiRienzo  and  Das  

https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-019-0107-x#ref-CR18
https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-019-0107-x#ref-CR1
https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-019-0107-x#ref-CR2
https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-019-0107-x#ref-CR31
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(2015), using the Global Innovation Index, has found that 
corruption significantly harms innovation activities across 
countries. As Bardhan (2017) pointed out that high rates 
of corruption in politically unstable countries always 
creates entry barriers for foreign-owned enterprises. This 
fact may discourage free flow of ideas and limits the 
innovativeness of local enterprises as well. 

The final barrier which was discovered is lack of 
infrastructure development. This is the construction and 
improvement of foundational services with the goal of 
sparking economic growth and improvements in the 
quality of life. Infrastructure development can involve any 
type of infrastructure including transportation, energy, 
and water, digital, social and green infrastructure. The 
effect of poor infrastructure is pernicious, impeding 
economies in many ways such as reducing access to 
markets and opportunities, raising costs of materials, 
increasing risks and uncertainty for business and people 
there by discouraging new value creation. 

 
 
Conclusion  

 
It is considered that the contribution of SMES to economic 
development is undeniable. Many research studies and 
researchers, particularly among developing countries like 
Malawi have made efforts to identify the main factors 
affecting the survival and sustainable growth of SMES. 
According to these studies the main challenges affecting 
survival and sustainable growth of SMES are: lack of 
access to finance, high cost of borrowing, financial 
exclusion, procedure on business registration, lack of 
business management skills, lack of government support 
on SMES, high tax rate charged products and importation 
of goods and services, and corruptions.  

 
 
Impact of entrepreneurial education on SMES in 
Blantyre city 

 
The aim of the study was to investigate, analyze and 
present the factors that affect entrepreneurship 
development among SMES in Ndirande township of 
Blantyre city in southern Malawi. With regard to the first 
specific research objectives on the impact of 
entrepreneurial development on SMES in Ndirande 
township of Blantyre city, the study found that many 
SMEs consider that business education plays a vital role 
in finance management, understanding of business 
processes and capital requirements. Most of the 
interviewed SMES owners mentioned that educated 
youth understand the risks involved in the business 
better. Findings have also shown that lack of education 
hinders one from getting the required resource. Based on 
the finding the researcher concludes that SMES included 
in the sample continue to rely on the little knowledge 
acquired  from  their  tertiary   education   to   be  able   to  

 
 
 
 
manage their affairs and make informed decision based 
on the skills and trainings on entrepreneurship.  
 
 

Problems associated with entrepreneurship 
development 
 
It is undeniable fact that SMES, in Malawi play a 
significant role in the economy in terms of balanced and 
sustainable growth, generation of employment 
opportunities, generation of income, poverty reduction, 
infrastructure development, revenue generation for the 
government through taxes, reduction of crime rate in the 
community. Yet, SMES face various challenges which 
have negative impact on their functionality and progress. 
In accordance with the findings presented, the study 
concludes that SMES the main constraint is inadequacy 
of finance. The SMEs lack access to government loans 
and other financial institutions. Another factor is non 
availability of resources which has forced SMEs to dwell 
on reusing old resources and turn them into other 
products. The closure of those companies made some 
youth jobless and hence the rise in crime rate in the 
community. The SMEs in the township also highlighted 
the lack of human resources which has the technical 
expertise since there is no technical college around the 
area.  
 
 

Barriers that hinder entrepreneurs from engaging in 
new venture creation 
 

The findings of this study revealed that lack of innovative 
ideas amongst SMEs contribute heavily on the reason 
why SMEs in Blantyre city and Ndirande township in 
particular are failing to produce new products on the 
market. On the third objective the researcher wanted to 
find out on what are the gaps in new venture creation 
amongst SMES. Most of the owners of SMES in 
Ndirande township revealed that their businesses lack 
capital for research and development. SME owners 
pointed out those unstable political conditions such as 
corruption are one of the contributing factors, since it also 
affects infrastructure development which is very important 
for SMEs survival in Blantyre. 
 
 

RESEARCH RECOMMENDATIONS 
 

The major implication of the study is that while most of 
the educated youths understand the risks of starting 
small businesses which means that entrepreneurship 
education is effective, the lack of access to finance will 
continue being a challenge in starting and running small 
businesses. 

Consistent with the aforementioned findings and 
conclusion, the following recommendations are made to 
resolve the challenges faced by small and medium 
enterprises in Blantyre city of southern Malawi in  general 

https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-019-0107-x#ref-CR18
https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-019-0107-x#ref-CR5


 
 
 
 
and Ndirande township in particular.  
 
 

Challenges affecting SMES in Ndirande 
 
It was established in the study that lack of access to 
finance continues to have a tremendous influence on the 
survival and growth of SMES in Ndirande township. The 
banks and other financial institutions should consider new 
possibilities in providing easier loans with affordable 
interest rates and flexible terms and conditions to SMES. 
Furthermore, the Malawi government must provide 
affordable alternative sources of finance to SMES. To 
address the issue of borrowing constraints the 
government should act as a guarantor for SMES to the 
banks and credit institution that is by making an 
undertaking to pay the banks in the event of the SMES 
failing to pay back. The government can also liaise with 
the banks and credit institutions to lessen their 
requirements such as collateral. This should be done so 
that SMES can get enough access to finance for their 
survival and growth objectives. SMES should also form 
groups and make use of pooled negotiating power for 
borrowing purpose.    

From the findings and conclusions presented in the 
study, it was confirmed that legal framework and 
regulations are among the major factors affecting the 
survival and growth of SMES in Malawi Thus, it is 
recommended that government should introduce laws 
and regulations favourable to private businesses, thus 
promoting and enabling a stimulating business climate for 
the private sector. Moreover, the government has to be 
more proactive in development of policies and regulations 
to support the growth of SMES in Malawi by introducing 
incentives packages to private enterprises, such as grant 
or subvention schemes.  
 
 
Impact of entrepreneurial education amongst SMEs 
 

Based on the findings from the study it has been 
established that more women are not taking part in 
running SMES in Ndirande Township, therefore women 
should be empowered by encouraging them to take part 
in doing small businesses which will help in job creation, 
poverty alleviation, and generation of income. 

The government of the republic of Malawi should 
consider setting up vocational and training centers where 
owners of SMES and key personnel will go and attend 
some trainings aimed at equipping them with business 
management skills. Based on the findings from this study, 
it has been noted that SMES play a crucial role in driving 
the economy from underdeveloped stage towards high 
growth and industrialization.  

Therefore, Malawi government and other business 
partner should identify best way of promoting the survival 
and growth of SMES. It is also recommended that the 
Malawi government  through  the  Ministry  of  Trade  and  
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Industry should be able to work hand in hand with 
Ministry of Education to introduce entrepreneurship and 
business management studies from primary level so that 
aspiring entrepreneurs acquire basic business skills at 
early stage.  

 
 

Barriers that hinder potential entrepreneurs from 
engaging new venture creation 
 
The study recommends that, the government need to be 
sensitive enough to pass and ensure that regulations 
placed in operating SMES do not hinder its growth rather 
it should promote growth of such industries. There is 
need for Malawi government to intervene through 
Reserve Bank of Malawi to make all financial institution 
accessible to small and medium enterprises by reducing 
some restrictions that are hindering SMES to access 
bank loans.  
 
 
FURTHER STUDIES  
 
This research was conducted only on SMES based in 
Ndirande township of Blantyre city in southern Malawi. 
Therefore, further studies must consider respondents 
from other townships in Blantyre city of southern Malawi. 
A study could be conducted to see if there is a correlation 
between the education level of SMES owners and the 
failure rate of SMES in Malawi. A similar study could also 
be extended to the whole country of Malawi to cover all 
SMES in Malawi.  
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