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Abstract

Access to finance and market has been described as a predominant challenge confront-
ing small and medium-sized enterprises (SMEs). Hence, this paper seeks to evaluate 
access to finance, market access and viability of SMEs. A quantitative research method 
and a purposive sampling technique were used to select the participants for this study. 
Respondents from retail, manufacturing, construction and agricultural SMEs oper-
ating in Durban, KwaZulu-Natal, were selected to complete the structured question-
naires. 310 questionnaires were returned out of 321 distributed. The study revealed a 
significant effect of access to finance (absolute value 0.425) and access to market (ab-
solute vale 0.373) on SMEs’ viability with a 5% level of significance. Thus, it was con-
cluded that access to finance uniquely accounted for the larger proportion of the vari-
ance in the regression model. Thus, this study suggests that owners of SMEs should pay 
greater attention to access to finance in running their businesses, and the Government 
should aid SMEs to market their products and keep their businesses viable. Public 
loans or the government supported loans should be made available for SMEs with 
soften requirements in order to stimulate economic growth. 
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INTRODUCTION

Accessibility of finance and the market for small and medium-sized 
enterprises (SMEs) has attracted the attention of economists and pol-
icy makers around the world for many decades (Connolly and Bank, 
2020). Funding remains one of the problems facing the small business 
sector in South Africa. Worldwide, the downturn in economic growth 
has contributed to a decrease in the financing of small businesses. The 
global economy decreased from 3.4% to 3.0% in 2019, which also im-
pacted South Africa’s economic growth productivity (International 
Monetary Fund, 2019). SMEs in South Africa have been addressing 
the issue of access to finance and the market in the form of conferenc-
es and other discussions to boost the financial line of SMEs and to for-
mally incorporate their contributions into the economy (De la Torre 
et al., 2017). SMEs are the backbone of the national economy, offering 
the most employment and making a major contribution to the gross 
domestic product (GDP). To overcome South Africa’s high unemploy-
ment rate and reduce poverty, a prosperous and welcoming climate 
must be developed to promote the survival and development of small 
businesses and ensure increased employment opportunities (Kimanzi 
& Gamede, 2020). The financing of SMEs is a critical component of 
this development (Bruhn & Love, 2014). Access to finance is one of 
the major hurdles for start-ups, micro, very small, small and medi-
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um-sized enterprises in the country, and one that needs immediate attention (Adegboye & Iweriebor, 
2018). This is because financing is a key element in determining the growth, sustainability and viability 
of SMEs. De la Torre et al. (2017) were of the view that external funding for SMEs is important to boost 
start-ups businesses. Without external funding, SMEs would find it difficult to participate on the global 
market, grow businesses and develop business ties with large businesses. In addition, access to finance, 
as well as the access to markets, is the greatest stumbling block to the expansion of enterprises and start-
ups listed by established SMEs and prospective operators (Connolly & Bank, 2020).

Small businesses often fail to meet the requirements for obtaining the necessary amount of debt 
financing for lengthier growth (Yeboah, 2020). Typical issues include a lack of sufficient collateral, 
substantial debt load and lack of developed business skills (Connolly & Bank, 2020). For business-
men to receive an unsecured loan purely on the merit of their character, a significant leap of faith 
and trust of the borrower is required (Johnstone-Robertson, 2017). Typically, such unsecured credit 
comes only after a certain period of time has elapsed and against an established track record that one 
or more small business enterprise effectively runs on their own account (Yeboah, 2020). The financ-
ing of SMEs is highly reliant on owners and individuals close to them at the earliest stage of growth 
(Distinguin et al., 2016). As successful SMEs grow, sources of internal funding quickly arise and 
graduate to external capital, including venture capital, corporate investment, bank debt and venture 
capital (Adegboye & Iweriebor, 2018).

The participation of SMEs in the social economic development of South Africa is of utmost importance 
and, thus, the reluctance to strengthen access to financing and market access for small enterprises will im-
pede economic growth (Desta, 2015; De la Torre et al., 2017). Unfortunately, large companies can afford to 
use the services of professionals to handle their accounts, but SMEs cannot afford to serve skilled accoun-
tants, so identifying some key predictors to allow small and medium-sized business owners to develop and 
be viable is a significant part of this research paper. This paper seeks to supply general insight into the im-
portance of the problem at hand in a developing country, given that limited research has been conducted 
on the same topic in South Africa. It will make a significant contribution to the subject as a new knowledge 
of the importance of access to finance and market access for the viability of SMEs in the world. To draw a 
conclusion of the study, it is necessary to improve the understanding of SMEs.

1. LITERATURE REVIEW 

AND HYPOTHESIS 

DEVELOPMENT

Financial access is important for SME growth 
(Bruhn & Love, 2014). It enables entrepreneurs to 
innovate, increase productivity, grow to new mar-
kets and create millions of jobs (Kim et al., 2018). 
However, in developed countries, the large pro-
portion of small and medium-sized companies are 
unable to access the funding they need to achieve 
their potential. The funding of small businesses 
in the developing world can be complex and cost-
ly for lenders. To mitigate the credit gap, govern-
ments, financial institutions and donors are in-
vesting in lending products and policies designed 
supply SMEs with the financing they need to ex-
pand and innovate (Rosavina et al., 2019). Even so, 

the degree to which such initiatives successfully 
eliminate obstacles to the funding of SMEs has 
typically not been intensively measured (Bruhn & 
Love, 2014).

On the other hand, market segmentation means 
that there is no connection between demand for 
and the availability of financial services. Because 
of the risky and intertemporal nature of credit 
trading, knowledge requirements and lender com-
pliance concerns are strong, resulting in agen-
cy costs impacting the outcome of SME-focused 
credit programmes (Hamburg &O’Brien, 2014). 
As a result, businesses may consider funds from 
external sources, because of the high costs asso-
ciated, they may not apply. While the total partic-
ipation of companies in the stock sector may be 
minimal, smaller businesses have far less involve-
ment than larger ones (Nassr & Wehinger, 2016).
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The competitiveness of SMEs is characterised by 
financial viability (Humavindu & Stage, 2015). 
Financial viability is when reasonably adequate 
sales are generated to meet operating costs and debt 
and continues to ensure growth while retaining 
the service level offered by SMEs (Ndione, 2020). 
Financial viability assessment is an important part 
of any business; however, small and medium-sized 
businesses do not have financial resources to em-
ploy the services of professional organizations to as-
sess their financial viability (Koleda & Oganisjana, 
2015). These practitioners also provide advice on 
four main issues: liquidity, activity, leverage and 
profitability ratios (Smit et al., 2013), which indicate 
whether the SME will be viable or not.

The determination of financial viability includes 
the financial statement audit, the results report 
and the business plan (Registrar of Community 
Housing, 2010). The results of the evaluation shall 
decide the financial feasibility, the trends in com-
pany activities and projects for the future of SMEs 
(Li et al., 2016). However, SME owners may lack 
the requisite expertise on financial accounting 
to establish a template for collecting information 
on their day-to-day operations (Trivedi, 2019). 
Metrics for the SME’s ability to provide adequate 
financial details are the extent to which the nec-
essary information is provided and the clarifica-
tion of financial variances, changes or events in 
the financial statements where the reports do not 
provide potential information on the SME’s finan-
cial condition (Registrar of Community Housing, 
2010).

While small enterprises still exist, their surviv-
ability is being threatened because of econom-
ic challenges. The start-up, maturity and success 
of small enterprises remain issues in this respect. 
Lekhanya (2015) argued that a good understand-
ing of the principles of sustainability and develop-
ment of SMEs is useful for job creation in South 
Africa. Despite these differences, economic and 
social theories should be associated with the the-
ory of survival and development. For small and 
medium-sized businesses to succeed, a certain 
level of financial understanding and expertise is 
required (Li et al., 2016). SMEs should also consid-
er their social dimension and patterns in order to 
tailor their goods and services to satisfy the needs 
of their clients.

Many multilateral institutions, such as the World 
Bank and many academics, openly acknowledge 
that the lack of access to affordable finance and 
markets restricts the growth of SMEs with a sub-
stantial gap in terms of both financial and market 
access by larger global enterprises (Ketterer, 2017). 
SMEs play an essential part in South Africa’s 
economic growth. Access to financing and mar-
ket access are crucial for the viability of SMEs 
(Rankhumise & Letsoalo, 2019).

Al Mamun et al. (2018) have found that adolescents 
who have access to financial resources are more 
likely to become entrepreneurs. Torrès and Thurik 
(2019) are of the opinion that if the government 
wanted to increase the level of entrepreneurship, 
it had to build more financial support for limit-
ed-capital prospective entrepreneurs. Prior liter-
ature has also shown that youth have limited ac-
cess to financial capital to start a business, which 
means that they have less time to generate the nec-
essary funds and do not start their own business 
due to their financial limitations (Jovanovic, 2019).

Some empirical studies have shown that a lack 
of access to finance and financial system issues 
are seen by aspiring businessmen in developing 
countries as a major impediment (Rahaman et al., 
2020). Access to capital can be more stringent than 
business options for developing countries with 
successful financial infrastructure because of high 
barriers to entry (Rahaman et al., 2020). Financial 
capital works similarly in social entrepreneurship 
to traditional companies. In this analysis, an eval-
uation of the individual’s ability to locate, access 
and use capital efficiently was regarded in terms 
of access to finance. This can have a significant ef-
fect on social entrepreneurship purpose through 
a high degree of perceived access to finance.

In the UK, the availability of financing for SMEs 
is assumed to be closely influenced by variations 
in commercial banks or supply-side policies and 
practices. The point is that the ties between the 
credit institutions and the entrepreneur are differ-
ent in most commercial banks in the UK (Esubalew 
& Raghurama, 2020). Many factors limiting the 
access to finance for SMEs were identified by the 
World Bank (2003). These factors include financial 
sector inequalities, the lack of banking know-how, 
asymmetry of knowledge (accessing market infor-
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mation) and the significant risk of lending to small 
businesses.

Esubalew and Raghurama (2020) have described 
financial and legal vulnerabilities as an obstruc-
tion to accessing finance products in developing 
nations. When Beck (2007) studied 70 countries 
in the developing world, he reached the conclusion 
that it was ultimately up to the local government 
to create institutions. To have a proper regulato-
ry structure to reduce the financial restrictions of 
SMEs, business practices should be carried out in 
a friendly way. Studies on the lack of collateral re-
quirements, asymmetries in knowledge, high risk, 
small credit loans, especially in rural households, 
and the lender-borrowing gap have been the main 
reasons for credit differences among different and 
established credit sources (Jaabei, 2018; Mbowe et 
al., 2020). The same researchers also note that the 
policies and styles of financial agencies decide ac-
cess to finance in one way or another.

Lekhanya (2015) explored the role of SMEs in eco-
nomic development and indicated that little has 
been done to enhance the viability and growth of 
SMEs in South Africa. This is due to a lack of deep 
understanding from a policy standpoint and the 
lack of understanding among stakeholders on how 
to use SMEs to build the jobs required in the coun-
try. This study applied a quantitative analysis ap-
proach to the collection of primary data from four 
provinces of South Africa and 230 people engaged. 
The study found that most SMEs would fail with-
in five years of their existence. The main explana-
tion for this is a lack of access to funding, lack of 
management experience and human capital. In 
addition, the owners of small and medium-sized 
businesses do not have business management ex-
pertise, but rather are ordinary entrepreneurs.

The three main groups on access restriction for 
SMEs to financing have been established by Olomi 
et al. (2018). The first group of factors included: 
ability (low degree of skills and knowledge), un-
derdeveloped market culture, business division 
between personal and familial problems, credit 
background of small and medium-sized business-
es and lack of knowledge of the financial services 
available. Secondly, the number of skilled work-
ers and the lack of expertise for SMEs. The third 
factor group relates to environmental regulation, 

where transactions take place between borrowers 
and lenders, the lack of system recognition and 
credit agencies.

Hence, the hypotheses for this study are stated as:

H
0
: Access to finance and access to the market do 

not have an effect on the viability of SMEs in 
South Africa.

H
1
: Access to finance and access to the market 

have an effect on the viability of SMEs in 
South Africa.

2. METHODOLOGY

The study employed the descriptive survey design, 
which used the positivist paradigm. Based on the 
data obtained from a five-point Likert scale ques-
tionnaire, the quantitative aspect of the study was 
founded. The target population for the study in-
cludes 700 SMEs in KwaZulu-Natal. In research, 
the Cochran formula is adopted whenever the tar-
get population is unspecified or too large (Hoaglin, 
2016). A modified version of the Cochran formu-
la for evaluating sample size in small populations 
was adopted for this analysis. For this analysis, the 
sample size was 321 SMEs. SMEs came under the 
category that defines small enterprises according 
to the number of workers, the total gross assets 
and the overall total turnover range. Owners of 
small and medium-sized businesses or an appro-
priate representative of the SME owner in their en-
terprise have been chosen because the enterprise 
has between 10 and 200 employees. These SMEs 
include retail, manufacturing, construction and 
agriculture businesses that were chosen to evalu-
ate access to finance, market access and viability of 
SMEs. To achieve the study objective, structured 
questionnaires were designed to collect primary 
data from SME respondents operating in Durban, 
in the province of KwaZulu-Natal. The emails were 
sent as part of the recruitment process and email 
addresses of the respondents were derived from 
their websites and from the online SEDA database. 
Each prospective participant listed in the Durban 
Chamber of Commerce and Industry (DCCI) 
catalogue was initially invited to participate via 
email. The SME respondents were sampled using 
a purposive sampling technique to allow the re-
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searchers to use their own judgment in order to 
select the appropriate representative of the busi-
ness. A total of 321 questionnaires were adminis-
tered to the respondents, 310 were returned and 
six of these were incorrectly completed and have 
been discarded. For this analysis, the remaining 
304, which represented 98% of the response rate, 
were coded and analyzed.

To evaluate the factor structures of the items used 
to calculate and of the constructs measured in this 
study, the Statistical Package for Social Sciences 
(SPSS) was used for data analysis through descrip-
tive analysis, and regression analysis.

3. DATA ANALYSIS  

AND DISCUSSION  

OF FINDINGS

3.1. Descriptive analysis: Access  
to finance for SMEs’ viability

The analysis in terms of Access to finance for 
SMEs’ viability was neutral on the outcome as 
follows: financial services offered by the bank 
have led to an improvement in the business 
(38.2%), financial services offered by the bank 
have enabled us to pay utility bills (35.9%), sav-
ing product provided by the bank is suitable 
(43.4%), loan product provided by the bank suits 
our needs (47.0%), terms and conditions on bank 
loans are favorable (49.3%), and lack of access to 
information on getting government support to 
grow the business (31.3%). However, respondents 
agree as follows: financial services offered by the 
bank have improved our access to sophisticat-
ed technology (34.5%), savings product offered 
by the bank is safe (44.1%), financial services 
provided by the bank are safe (34.9%), account 
opening fees charged by the bank are affordable 
(37.5%), and cost of making a trip to the bank is 
affordable (41.4%).

In terms of SMEs’ access to the market, the re-
spondents disagreed on the outcome: Government 
assists in marketing my product to keep my busi-
ness viable (31.9%), access to market is a challenge 
to my business (37.8%), and owners have access to 
market the product of my business (48.7%).

3.2. Descriptive analysis of the survey 
respondents’ answers on sources 
of finance for SMEs

The outcome on the knowledge of established 
agencies to help SMEs grow is presented in Table 
1, which shows the source of finance available for 
SMEs to carry out their business.

Table 1. Availability of the following source of 

finance for SMEs

Source of finance Frequency Percent
Accelerated and shared growth 

initiative for SA 49 16.1

Small Enterprise Development 
Agency

124 40.8

Khula Enterprise Finance Limited 45 14.8

Small Enterprise Funding Agency 40 13.2

National Empowerment Fund 23 7.6

Department of Small Business 
Development 23 7.6

Total 304 100.0

The output shows that 16.1% are aware of the avail-
able source of finance from accelerated and shared 
growth initiatives, 40.8% are aware of finance 
from the Small Enterprise Development Agency, 
14.8% are aware of the available source of finance 
from Khula Enterprise Finance Limited, 13.2%, 
7.6%, and 7.6% are aware of the available source 
of finance respectively from the Small Enterprise 
Funding Agency, National Empowerment Fund 
and Department of Small Business Development.

However, when respondents were asked wheth-
er they lack access to information on getting 
Government support to grow their business as 
indicated in terms of Access to Finance for SMEs’ 
Viability, 8.9% of respondents strongly disagreed, 
18.8% disagreed, 31.3% were neutral, 27.3% agreed, 
and 13.8% strongly agreed. This suggests that 
a high percentage (31.3%) of respondents were 
neutral. 

3.3. Regression analysis of access  
to finance, market access  
and SMEs’ viability

The result shows that a linear regression analysis 
was conducted to establish the causal influence 
between the independent variables (i.e. access to 
market and access to finance) and the dependent 
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variable (DV) (i.e. SMEs’ viability). Table 2 sum-
marizes outputs from the regression analysis.

A. Predictor: (Constant), access to finance and 
access to the market

B. DV: SMEs’ viability

The linear regression analysis was conducted 
to establish the relationship between the inde-
pendent variables (i.e. access to market and ac-
cess to finance) and the dependent variable (DV) 
(i.e. SMEs’ viability). The outcome shows the re-
gression model with three independent variables 
where access to finance has the largest absolute 
value 0.425, which indicates the access to finance 

uniquely accounts for the larger proportion of the 
variance in the regression model. This is in line 
with Adegboye and Iweriebor (2018). The outcome 
of this study indicates that market access and ac-
cess to finance are variables that influence SMEs’ 
viability. However, it was noted that access to fi-
nance has the largest absolute value of 0.425, thus 
accounting for the larger proportion of the vari-
ance in the regression model for this study. This 
implies that SMEs should not only focus on access 
to market in running their businesses but also on 
access to finance. It was discovered that access 
to finance and market access uniquely account 
for SMEs’ viability. This revelation indicates that 
SMEs should consider finance access as a cogent 
factor to make their businesses viable.

CONCLUSION

Based on the summary of findings, the null hypothesis was rejected, and the study concludes that access 
to finance has the largest absolute value (0.425) which uniquely accounts for the largest proportion of 
the variance in the regression model. This suggests that SME owners and the government should pay 
greater attention to financial access in running their businesses. The government should aid SMEs to 
market their products and keep their businesses viable. The lack of preference to borrow from govern-
ment agencies might suggest a lack of confidence in these agencies. Based on the findings of the study, it 
is recommended that access to finance policies should be set by governments to positively affect firms’ 
employment, productivity and growth. The requirements to accessing loans should be softened enough 
to accommodate small business owners at all levels. SMEs’ ability to obtain financial services, such as 
deposit, credit, insurance, payment and other risk management services, should be greatly supported. 
Government should ensure that no SMEs is unbanked or debanked. 

The lack of financial access by SMEs limits the range of services that can be rendered by these enterpris-
es. Most SME owners have been found to rely on their personal wealth and resources to invest in their 
businesses, which inadvertently limits their full potential. Thus, it leads to a cycle of tenacious disparity 
and reduced growth. It has been ascertained that financial access encourages enterprises’ growth (small 
businesses included) via credit provision to both new and existing businesses. Also, this in turn benefits 
the economy by quickening economic growth, increasing demand for labor, as well as boosting compe-
tition. Access to finance also has the capacity to reduce poverty and income disparity by increasing the 
incomes of those in the lower end of the income hierarchy.

The only limitation of this study is that the responses were not categorized into the retail, construction, 
agriculture and manufacturing sectors, which poses a challenge in access to the market and issues that 
were specific to each sector. The study was limited in terms of finding the level of access to finance and 

Table 2. Output of regression analysis on access to the market and access to finance as predictors of 
SMEs’ viability

Variables in the equation B Beta T p-value R2 F df p-value

Constant 6.424 4.250 <0.0005

0.442 78.881 2; 299 <0.0005Access to finance 0.425 0.444 8.788 <0.0005

Market access 0.373 0.163 3.760 <0.0005
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access to the market needed by each sector of SMEs. The demographic information was not correlated 
with the responses from the various categories, namely the retail, construction, agriculture, and manu-
facturing sectors. Such correlation is recommended for future work. 

Future study should focus on comparative analysis of the retail, manufacturing and agricultural sectors 
and other sectors within the SMEs to understand the influence of access to finance and market access 
on business viability. 
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