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Abstract. Small-scale businesses constitute the backbone of Zambia's economy, representing 

approximately 97% of all enterprises, contributing an estimated 70% to the Gross Domestic 

Product, and providing employment to roughly 88% of the national workforce. Despite this 

significant economic contribution, these enterprises face multifaceted challenges that impede 

their growth, sustainability, and developmental potential. This study investigates the challenges 

confronting small-scale businesses in Petauke District, Eastern Province, Zambia, a predomi-

nantly agrarian region where small enterprises serve as critical livelihood mechanisms for the 

local population. Employing a mixed-methods research design that integrates quantitative sur-

vey methodologies with qualitative interview and focus group approaches, the study examines 

three primary challenge dimensions: financial and capital-related constraints, infrastructural and 

market-related obstacles, and managerial, regulatory, and institutional impediments. The re-

search is grounded in three complementary theoretical frameworks—the Entrepreneurship Eco-

system Theory, Institutional Theory, and the Resource-Based View—to provide a comprehen-

sive analytical lens for understanding the interplay between internal organizational capacities 

and external environmental conditions. Findings reveal that small-scale businesses in Petauke 

District confront severe financial constraints characterized by limited access to formal credit, 

prohibitive collateral requirements, and exorbitant interest rates that restrict operational expan-

sion. Infrastructural deficiencies, including unreliable electricity supply, inadequate road net-

works, and limited access to potable water, substantially elevate operational costs and constrain 

productivity. Furthermore, regulatory complexities, insufficient managerial competencies, and 

weak institutional support mechanisms perpetuate informality and restrict growth trajectories. 

The study contributes to the scholarly discourse on small business development in rural African 

contexts and provides evidence-based recommendations for policy interventions, institutional 

strengthening, and entrepreneurial capacity development tailored to the specific socio-economic 

realities of Petauke District. 
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I. Introduction 

Overview 

Small-scale businesses constitute the foundational economic units within developing 

economies, serving as primary drivers of employment generation, poverty reduction, 
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and local economic diversification. In Zambia, these enterprises represent approxi-

mately 97% of all registered businesses, contributing an estimated 70% to the Gross 

Domestic Product and employing approximately 88% of the national workforce. Within 

Petauke District, an agrarian region situated in Zambia's Eastern Province, small-scale 

enterprises encompass diverse activities including agricultural processing, retail trad-

ing, bicycle transportation services, artisanal manufacturing, and service provision. 

However, these enterprises operate within a challenging environment characterized by 

infrastructural deficiencies, financial market imperfections, and institutional weak-

nesses that systematically constrain their growth trajectories. This chapter establishes 

the foundational context for investigating the challenges confronting small-scale busi-

nesses in Petauke District, articulating the research problem, objectives, theoretical un-

derpinnings, and conceptual framework that guide this scholarly inquiry. 

 

 Background of the Study 

Small-scale businesses have been recognized globally as indispensable engines of eco-

nomic development, particularly within emerging economies where formal employ-

ment opportunities remain limited. The International Finance Corporation (2024) em-

phasizes that micro, small, and medium enterprises constitute the predominant form of 

business organization in developing countries, accounting for over 90% of all enter-

prises and generating approximately 60-70% of employment opportunities. Within the 

African continent, these enterprises perform critical socio-economic functions, includ-

ing poverty alleviation, income redistribution, and the provision of essential goods and 

services to underserved populations. The African Development Bank has consistently 

advocated for strengthened support mechanisms for small businesses, recognizing their 

potential to catalyze inclusive economic growth and structural transformation across 

the continent. 

 

The Zambian economic landscape is fundamentally characterized by the predominance 

of small-scale enterprises across all sectors of productive activity. According to the 

Revised National Micro Small and Medium Enterprise Development Policy, MSMEs 

constitute the backbone of Zambia's private sector, with approximately 97% of all busi-

nesses falling within this classification category (Ministry of Commerce, Trade and 

Industry, 2023). The policy framework explicitly acknowledges the critical role of these 

enterprises in employment generation, wealth creation, and poverty reduction, while 

simultaneously recognizing the formidable constraints that impede their growth and 
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sustainability. The policy identifies key intervention areas including access to finance, 

business infrastructure development, value chain participation, market access enhance-

ment, and entrepreneurial capacity building. 

 

The Small Enterprise Development Act of 1996 established the foundational legal and 

institutional framework for small business development in Zambia. This legislation 

provided for the establishment of the Small Enterprise Development Board and the Mi-

cro and Small Enterprise Development Fund, creating mechanisms for targeted support 

to the small business sector (Government of the Republic of Zambia, 1996). However, 

subsequent assessments have revealed significant implementation gaps between policy 

intentions and practical outcomes, with many small-scale enterprises continuing to op-

erate in the informal sector without access to the benefits and protections afforded by 

formal regulatory frameworks. The Zambia Development Agency has been mandated 

to facilitate the provision of Business Development Services to MSMEs, including ca-

pacity-building training, market linkage facilitation, and access to finance initiatives. 

 

The Petauke District, situated approximately 400 kilometers east of Lusaka along the 

Great East Road, represents a quintessential rural Zambian economy characterized by 

agricultural predominance and limited industrial diversification. The district's eco-

nomic base centers on agricultural production, with farmers cultivating maize, cotton, 

sunflower, groundnuts, and soybeans as primary cash and subsistence crops (Petauke 

Town Council, 2022). Industrial activities within the district include cotton ginning op-

erations, small-scale maize milling, cooking oil refining, brewing enterprises, and arti-

sanal saw-milling activities. The district's population, primarily comprising Nsenga-

speaking communities, relies substantially on small-scale enterprises for livelihood sus-

tenance and economic participation. 

 

The Local Economic Development strategy formulated for Petauke District explicitly 

recognizes the imperative of harnessing local resources and institutional assets to spur 

economic growth and diversification. The strategy aims to identify and seize business 

opportunities while supporting entrepreneurial initiatives through facilitated market ac-

cess and the creation of a conducive climate for investment and business activities (Pe-

tauke Town Council, 2022). The Constituency Development Fund mechanism has been 
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identified as a critical instrument for channeling financial resources toward local eco-

nomic development initiatives, with 184 clubs and cooperatives in the district having 

been recommended for loans valued at approximately 2.49 million Kwacha. 

 

The bicycle transportation sector has emerged as a particularly significant component 

of Petauke's small business landscape, providing affordable mobility solutions and in-

come-generating opportunities for numerous young residents. The proliferation of bi-

cycle taxi services in the district arose not primarily from environmental considerations 

but rather from profound financial constraints that compelled residents to seek econom-

ical transportation alternatives (Nation Thailand, 2022). Bicycle transport fares in the 

district are approximately four to five times lower than those of conventional motorized 

taxis, enabling broader accessibility for the local population while simultaneously cre-

ating employment opportunities for youth who might otherwise lack formal employ-

ment prospects. 

 

The telecommunications infrastructure within Petauke District has experienced notable 

improvements, with the district now receiving coverage from all three major cellular 

network providers operating in Zambia—Airtel, Cell Z, and MTN. This enhanced con-

nectivity has created new possibilities for small business operations, including mobile 

money services, digital marketing, and improved communication with suppliers and 

customers. However, the effective utilization of these technological capabilities re-

mains constrained by factors including limited digital literacy, high data costs, and in-

consistent network reliability in more remote areas of the district. 

 

The policy environment for small business development in Zambia has undergone sig-

nificant evolution, with the Revised National Micro Small and Medium Enterprise De-

velopment Policy representing the most recent articulation of governmental commit-

ment to sectoral development. This policy framework aims to foster a thriving MSME 

sector that contributes substantively to employment generation and wealth creation 

through facilitative interventions addressing finance access, business infrastructure, 

value chain participation, and market access enhancement (Ministry of Commerce, 

Trade and Industry, 2023). The policy explicitly recognizes MSMEs as vital instru-

ments for poverty reduction and improved household livelihoods, acknowledging the 

constraints that have historically hindered their developmental potential. 
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Despite these policy pronouncements and institutional frameworks, small-scale busi-

nesses in Zambia continue to confront formidable challenges that undermine their via-

bility and growth prospects. The Zambia Country Private Sector Diagnostic identifies 

pervasive obstacles including an uncertain tax regime, policy unpredictability, opaque 

licensing procedures, and inadequate infrastructure as significant deterrents to private 

investment and business development (International Finance Corporation, 2024). The 

report further indicates that merely 10% of Zambian firms have access to formal bank 

credit, a figure substantially below the sub-Saharan African average of 20%, underscor-

ing the severity of financial exclusion confronting the small business sector. 

 

The informal sector predominance within Zambia's small business landscape presents 

additional complexities for policy intervention and institutional support. While infor-

mal businesses provide essential livelihoods for millions of Zambians, they simultane-

ously operate outside formal regulatory frameworks, circumventing tax obligations and 

regulatory compliance requirements. This informality creates competitive distortions 

that disadvantage formally registered enterprises while limiting informal operators' ac-

cess to financial services, business development support, and legal protections. The 

government has recently introduced legislative proposals aimed at facilitating MSME 

formalization through simplified compliance processes and mobile outreach initiatives. 

 

The Petauke District context presents distinctive characteristics that warrant focused 

scholarly investigation. As a predominantly rural district with limited industrial diver-

sification, small-scale businesses in Petauke operate within a unique constellation of 

opportunities and constraints shaped by the local economic structure, infrastructural 

conditions, institutional capacities, and socio-cultural dynamics. The district's agricul-

tural orientation creates specific patterns of business activity linked to seasonal produc-

tion cycles, while its location along a major transportation corridor presents both op-

portunities for trade and challenges related to competition from larger commercial cen-

ters such as Chipata. Understanding these localized dynamics is essential for develop-

ing contextually appropriate interventions and support mechanisms. 

 

The global literature on small business development has increasingly emphasized the 

importance of contextual factors in shaping entrepreneurial outcomes. Studies con-

ducted across diverse developing country contexts have identified recurrent challenge 
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categories including financial constraints, infrastructural deficiencies, regulatory bur-

dens, and human capital limitations as primary impediments to small business growth. 

However, the specific manifestations of these challenges, their relative significance, 

and their interactions with local institutional and cultural conditions vary substantially 

across different geographical and socio-economic settings. This contextual variability 

underscores the necessity for localized empirical investigations that can inform targeted 

policy responses and support interventions. 

 

Statement of the Problem 

Small-scale businesses in Petauke District operate within a challenging environment 

that constrains their growth, sustainability, and developmental contribution despite 

their recognized importance as primary sources of livelihood and economic activity. 

The Zambia Country Private Sector Diagnostic indicates that merely 10% of Zambian 

firms have access to formal bank credit, substantially below the sub-Saharan African 

average of 20%, while infrastructure deficiencies and regulatory complexities create 

additional operational burdens that disproportionately affect smaller enterprises (Inter-

national Finance Corporation, 2024). These systemic challenges manifest in Petauke 

District through observable phenomena including high rates of business informality, 

limited operational scale, restricted market reach, and vulnerability to economic and 

environmental shocks. 

 

The existing body of literature on small business challenges in Zambia has predomi-

nantly focused on urban contexts, particularly Lusaka and the Copperbelt Province, 

leaving significant knowledge gaps regarding the specific conditions confronting en-

terprises in rural districts such as Petauke. Studies examining Lusaka-based SMEs have 

identified financial constraints, infrastructure inadequacies, and regulatory burdens as 

significant impediments to growth, yet the extent to which these findings apply to rural 

contexts with different economic structures, institutional capacities, and infrastructural 

conditions remains empirically unverified. The distinctive characteristics of Petauke 

District—including its agricultural economic base, limited industrial diversification, 

and specific infrastructural conditions—suggest that small-scale businesses in this con-

text may confront a unique configuration of challenges that warrant dedicated scholarly 

investigation. 
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Purpose of the Study 

The purpose of this study is to systematically investigate and analyze the challenges 

confronting small-scale businesses in Petauke District, Eastern Province, Zambia, with 

the aim of generating evidence-based insights that can inform policy interventions, in-

stitutional strengthening initiatives, and entrepreneurial capacity development pro-

grams. Through the application of a mixed-methods research design integrating quan-

titative survey methodologies with qualitative interview and focus group approaches, 

this study seeks to develop a comprehensive understanding of the financial, infrastruc-

tural, market-related, managerial, regulatory, and institutional constraints that impede 

small business development within this specific rural context. The study aspires to con-

tribute both to the scholarly discourse on small business development in African rural 

settings and to the practical knowledge base required for designing effective support 

mechanisms tailored to the distinctive socio-economic realities of Petauke District. 

 

Specific Objectives 

1. To assess the financial and capital-related challenges confronting small-scale busi-

nesses in Petauke District. 

2. To examine the infrastructural and market-related challenges impeding small-scale 

business operations in Petauke District. 

3. To evaluate the managerial, regulatory, and institutional challenges affecting small-

scale business sustainability in Petauke District. 

Research Questions 

1. What are the financial and capital-related challenges confronting small-scale busi-

nesses in Petauke District? 

2. How do infrastructural and market-related challenges impede small-scale business 

operations in Petauke District? 

3. What managerial, regulatory, and institutional challenges affect small-scale business 

sustainability in Petauke District? 

 Significance of the Study 

This study holds substantial significance for multiple stakeholder constituencies con-

cerned with small business development in rural Zambian contexts. For policy-makers 

at the district, provincial, and national levels, the findings will provide empirical evi-

dence regarding the specific constraints confronting small-scale enterprises in Petauke 

District, enabling the design of more targeted and contextually appropriate policy in-
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terventions. The Zambia Development Agency, Ministry of Small and Medium Enter-

prise Development, and Petauke Town Council will benefit from localized evidence 

that can inform the refinement of existing support programs and the development of 

new initiatives tailored to the distinctive needs of rural small businesses. The study's 

identification of priority challenge areas will facilitate more efficient allocation of lim-

ited public resources toward interventions with the greatest potential for positive im-

pact. 

 

For the academic community, this study addresses a significant gap in the empirical 

literature concerning small business development in rural Zambian contexts. While 

substantial scholarly attention has been devoted to urban SME challenges in Lusaka 

and other major cities, rural districts such as Petauke remain comparatively under-re-

searched. The application of multiple theoretical frameworks—including Entrepreneur-

ship Ecosystem Theory, Institutional Theory, and the Resource-Based View—to the 

analysis of rural small business challenges represents a novel contribution to the schol-

arly discourse on entrepreneurship in developing country contexts. The study's mixed-

methods approach, integrating quantitative survey data with qualitative insights from 

interviews and focus group discussions, will generate rich empirical material that can 

inform future theoretical development and comparative research endeavors. 

 

Scope of the Study 

This study focuses specifically on small-scale businesses operating within Petauke Dis-

trict, Eastern Province, Zambia, encompassing enterprises engaged in diverse sectors 

including agricultural processing, retail trading, transportation services, artisanal man-

ufacturing, and service provision. The geographic scope is confined to Petauke District, 

including both the urban center of Petauke Town and the surrounding rural areas, to 

enable a comprehensive examination of challenges across different settlement types 

within the district. The conceptual scope encompasses three primary challenge dimen-

sions: financial and capital-related constraints, infrastructural and market-related obsta-

cles, and managerial, regulatory, and institutional impediments. The study's temporal 

scope covers the period from 2020 to 2025, capturing both pre-existing structural chal-

lenges and emerging constraints associated with recent economic developments, policy 

changes, and environmental conditions affecting small-scale business operations in the 

district. 
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Limitations of the Study 

This study acknowledges several inherent limitations that may affect the generalizabil-

ity and interpretation of its findings. First, the geographic confinement to Petauke Dis-

trict, while enabling in-depth contextual analysis, limits the direct applicability of find-

ings to other Zambian districts with substantially different economic structures, infra-

structural conditions, and institutional capacities. Second, the study's cross-sectional 

design captures challenges at a specific temporal point, limiting the capacity to assess 

how constraints have evolved over time or to establish causal relationships between 

specific factors and business outcomes. Third, the reliance on self-reported data from 

business owners and managers introduces potential biases including social desirability 

effects, recall inaccuracies, and subjective perceptions that may not perfectly align with 

objective measures of business constraints. Fourth, the predominance of informal sector 

enterprises within the study population presents challenges for comprehensive sam-

pling and may result in under-representation of the most marginalized and vulnerable 

business operators. 

 

Theoretical Framework 

The Entrepreneurship Ecosystem Theory, as articulated by Isenberg (2011) and subse-

quently refined by Stam (2015), provides a foundational theoretical lens for understand-

ing the challenges confronting small-scale businesses in Petauke District. This theoret-

ical perspective conceptualizes entrepreneurship as a systemic phenomenon that 

emerges from the interaction of multiple interconnected elements including policy 

frameworks, financial markets, cultural attitudes, human capital, infrastructure, and 

support institutions. The ecosystem perspective is particularly relevant to this study be-

cause it emphasizes that small business success depends not merely on individual en-

trepreneurial attributes but on the quality and coherence of the broader environmental 

context within which enterprises operate. The theory posits that deficiencies in any eco-

system domain can create cascading constraints that undermine entrepreneurial out-

comes across the entire system. 

 

The application of Entrepreneurship Ecosystem Theory to the Petauke context illumi-

nates how weaknesses across multiple ecosystem domains collectively constrain small 

business development. The financial domain within Petauke's ecosystem is character-

ized by limited formal credit availability, underdeveloped microfinance infrastructure, 
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and high interest rates that restrict capital access for small enterprises. The infrastruc-

ture domain presents challenges including unreliable electricity supply, inadequate road 

networks, and limited water access that elevate operational costs and constrain produc-

tivity. The institutional domain exhibits deficiencies including weak regulatory en-

forcement, limited business development services, and insufficient policy coordination 

that perpetuate informality and restrict growth trajectories. The ecosystem perspective 

underscores that effective interventions must address these interconnected deficiencies 

holistically rather than through fragmented, domain-specific approaches. 

 

The Entrepreneurship Ecosystem Theory has been fruitfully applied in analyzing small 

business constraints across diverse developing country contexts. Research examining 

entrepreneurial ecosystems within BRICS nations has emphasized that regulatory 

frameworks, policies, and legislation constitute pivotal factors contributing to SME 

stagnation and decline, especially in developing contexts (Mer & Virdi, 2024). Studies 

investigating mechanisms for mitigating impediments to small-scale enterprise growth 

in Lesotho have employed entrepreneurship ecosystem frameworks to analyze the com-

plex interplay between funding constraints, institutional weaknesses, and infrastruc-

tural deficiencies. This body of empirical work validates the utility of ecosystem per-

spectives for understanding the multidimensional challenges confronting small busi-

nesses in African contexts. 

 

The Resource-Based View (RBV) of the firm, originally developed by Wernerfelt 

(1984) and subsequently elaborated by Barney (1991), constitutes the second major 

theoretical pillar underpinning this study. The RBV posits that organizational perfor-

mance and competitive advantage derive fundamentally from the distinctive resources 

and capabilities that firms possess and their capacity to deploy these assets effectively 

in pursuit of strategic objectives. Resources encompass both tangible assets including 

financial capital, physical infrastructure, and technological equipment, and intangible 

assets including human capital, organizational knowledge, brand reputation, and rela-

tional networks. The theory emphasizes that resource heterogeneity across firms ex-

plains differential performance outcomes, with resource-constrained enterprises facing 

systematic disadvantages in competitive markets. 

 

The RBV provides a particularly apt theoretical lens for analyzing the challenges con-

fronting small-scale businesses in Petauke District, as resource constraints constitute a 
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defining characteristic of these enterprises. Limited financial capital restricts the capac-

ity for investment in productivity-enhancing technologies, inventory expansion, and 

market development activities. Inadequate physical infrastructure, including unreliable 

electricity supply and limited water access, represents a critical resource deficiency that 

elevates operational costs and constrains productive capacity. Deficiencies in human 

capital, manifested through limited managerial skills, technical competencies, and for-

mal business training, restrict the capacity of small-scale entrepreneurs to optimize re-

source utilization and navigate complex operational environments. 

 

Empirical studies applying the RBV to small business analysis in African contexts have 

demonstrated the theory's explanatory power regarding growth constraints. Research 

analyzing growth constraints for SMEs in Rwanda's Musanze District, grounded ex-

plicitly in the Resource-Based View, revealed that lack of collateral for bank loans, 

high interest rates, regulatory challenges, inadequate infrastructure, and limited busi-

ness management training collectively constrained enterprise growth (Niyonambaza & 

Ntegamaherezo, 2025). Studies investigating SME performance in Kabwe District, 

Zambia, have employed the Resource-Based Theory to analyze the impact of environ-

mental scanning activities on enterprise outcomes, demonstrating the theory's relevance 

to Zambian small business contexts. 

 

Institutional Theory, particularly as articulated in the seminal works of North (1990) 

and Scott (2014), constitutes the third theoretical foundation informing this study. This 

theoretical perspective emphasizes that organizational behavior and outcomes are fun-

damentally shaped by the institutional environment within which organizations operate, 

encompassing both formal institutions (laws, regulations, property rights, and enforce-

ment mechanisms) and informal institutions (cultural norms, social conventions, and 

cognitive frameworks). The theory posits that institutional arrangements create the 

"rules of the game" that structure economic activity, determining transaction costs, 

shaping incentive structures, and constraining or enabling particular forms of organiza-

tional behavior. 

 

The application of Institutional Theory to the analysis of small business challenges in 

developing country contexts reveals how institutional weaknesses and voids systemat-

ically impede entrepreneurial activity. Research investigating institutional constraints 



  

 

12 

 

on SMEs in developing economies has demonstrated how the absence of formal insti-

tutional support compels entrepreneurs to rely on informal norms and social networks 

to structure economic activities (Omeihe et al., 2022). Studies examining home country 

institutional impediments to SME internationalization have employed institution-based 

perspectives to analyze how perceived environmental uncertainty mediates the relation-

ship between institutional constraints and firm expansion strategies. 

 

The Zambian institutional environment presents particular challenges for small-scale 

business development that are illuminated through an institutional theory lens. The co-

existence of formal regulatory frameworks, including the Small Enterprise Develop-

ment Act and the MSME Development Policy, with widespread informality and weak 

enforcement capacity creates institutional ambiguity that complicates business opera-

tions. Entrepreneurs must navigate complex regulatory requirements while simultane-

ously operating within informal economic structures characterized by limited legal pro-

tections and restricted access to formal institutional benefits. This institutional duality 

creates distinctive challenges that shape small business strategies, performance out-

comes, and growth trajectories. 

 

The integration of Entrepreneurship Ecosystem Theory, Resource-Based View, and In-

stitutional Theory provides a comprehensive analytical framework that captures the 

multifaceted nature of challenges confronting small-scale businesses in Petauke Dis-

trict. The ecosystem perspective illuminates the interconnected systemic conditions that 

shape entrepreneurial outcomes, the resource-based view focuses analytical attention 

on the specific resource constraints that limit enterprise capabilities, and institutional 

theory explains how formal and informal institutional arrangements structure the oper-

ating environment within which small businesses function. This tripartite theoretical 

foundation enables a holistic analysis that recognizes both the internal organizational 

dynamics and the external environmental conditions that collectively determine small 

business outcomes. 

 

The theoretical framework's explanatory power extends to understanding the distinctive 

challenges confronting rural small businesses in contexts such as Petauke District. Ru-

ral settings are characterized by ecosystem deficiencies across multiple domains, in-

cluding underdeveloped financial markets, inadequate infrastructure, limited business 

support services, and weak institutional presence. Resource constraints are particularly 
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acute in rural contexts, where small businesses typically possess limited financial cap-

ital, restricted access to technology, and constrained human capital endowments. Insti-

tutional voids are more pronounced in rural areas, where formal regulatory frameworks 

have limited reach and informal institutions play disproportionately significant roles in 

structuring economic activity. 

 

The theoretical framework also illuminates the mechanisms through which challenges 

in different domains interact to produce cumulative constraints on small business de-

velopment. Financial constraints limit investment in infrastructure that could mitigate 

electricity and water access problems. Institutional weaknesses perpetuate informality, 

which in turn restricts access to formal financial services and business development 

support. Human capital deficiencies constrain the capacity to navigate complex regula-

tory environments and access available support programs. This interconnected nature 

of challenges underscores the necessity for integrated, multi-dimensional interventions 

that address constraints across multiple domains simultaneously rather than through 

fragmented, domain-specific approaches. 

 

Conceptual Framework 

The conceptual framework developed for this study operationalizes the theoretical 

foundations discussed above by delineating the relationships between key variables and 

constructs. The framework posits that small-scale business performance and sustaina-

bility in Petauke District are determined by the interaction of three primary challenge 

categories: financial and capital-related constraints, infrastructural and market-related 

obstacles, and managerial, regulatory, and institutional impediments. These challenge 

categories do not operate in isolation but rather interact synergistically to create cumu-

lative constraints that exceed the sum of their individual effects. 

 

Financial and capital-related constraints constitute the first major dimension of the con-

ceptual framework. This dimension encompasses challenges including limited access 

to formal credit, prohibitive collateral requirements, high interest rates, inadequate 

working capital, restricted savings mobilization capacity, and underdeveloped micro-

finance infrastructure. These financial constraints directly limit the capacity of small-

scale businesses to invest in productive assets, expand operational scale, diversify prod-

uct offerings, and withstand economic shocks. The conceptual framework posits that 
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financial constraints interact with other challenge dimensions, as limited capital re-

stricts the capacity to invest in infrastructure improvements or to access regulatory com-

pliance services. 

 

Infrastructural and market-related obstacles constitute the second major dimension of 

the conceptual framework. This dimension encompasses challenges including unrelia-

ble electricity supply, inadequate road networks limiting market access, insufficient 

water availability, limited telecommunications connectivity, restricted access to appro-

priate business premises, and market access barriers. These infrastructural constraints 

directly elevate operational costs, reduce productivity, and constrain the geographic 

reach of small-scale businesses. The conceptual framework posits that infrastructural 

constraints are particularly acute in rural settings such as Petauke District, where public 

infrastructure investments have historically lagged behind urban areas. 

 

Managerial, regulatory, and institutional impediments constitute the third major dimen-

sion of the conceptual framework. This dimension encompasses challenges including 

limited managerial competencies and business management training, complex and 

costly regulatory compliance requirements, weak institutional support mechanisms, 

policy implementation gaps, corruption and rent-seeking behaviors, and limited access 

to business development services. These institutional and managerial constraints per-

petuate informality, restrict access to formal sector benefits, and limit the capacity of 

small-scale entrepreneurs to optimize business operations and pursue growth opportu-

nities. 

 

The conceptual framework posits that these three challenge dimensions are mediated 

by contextual factors specific to Petauke District, including the agricultural economic 

base, limited industrial diversification, specific infrastructural conditions, and the pre-

dominance of informal sector activity. The framework further posits that the interaction 

of these challenge dimensions produces outcomes including constrained business 

growth, limited formalization, restricted market reach, vulnerability to economic and 

environmental shocks, and suboptimal contributions to local economic development. 

This conceptualization provides a structured analytical approach for empirical investi-

gation of the challenges confronting small-scale businesses in Petauke District. 
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Figure 1: Conceptual Framework 

Operational Definitions of Terms 

Small-scale business: A business enterprise employing between 1 and 50 workers, 

with total investment ranging from K1 to K200,000 and annual sales turnover between 
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K1 and K300,000, as defined by the MSME Development Policy of the Ministry of 

Commerce, Trade and Industry. 

 

Financial constraint: Any limitation related to the acquisition, management, or de-

ployment of monetary resources that restricts a business's capacity to initiate, sustain, 

or expand its operations. 

Access to credit: The ability of a small-scale business to obtain loans or other forms of 

financing from formal financial institutions, microfinance organizations, or informal 

lending sources. 

Collateral requirement: The assets or guarantees that financial institutions demand as 

security against loan default, which small-scale businesses must provide to access for-

mal credit. 

Working capital: The financial resources available for day-to-day business operations, 

including funds for inventory purchase, operational expenses, and short-term obliga-

tions. 

Infrastructural challenge: Any deficiency in physical or organizational structures and 

facilities that constrains business operations, including electricity, water, roads, and tel-

ecommunications. 

Market access: The ability of small-scale businesses to reach customers, distribute 

products, obtain supplies, and participate effectively in commercial exchange within 

and beyond Petauke District. 

Managerial competency: The knowledge, skills, and abilities possessed by business 

owners and managers that enable effective planning, organizing, directing, and control-

ling of business operations. 

Regulatory compliance: Adherence to laws, regulations, licensing requirements, and 

administrative procedures established by governmental authorities that govern business 

establishment and operations. 

Institutional support: The assistance, services, and enabling frameworks provided by 

governmental agencies, development organizations, and other formal institutions to fa-

cilitate small-scale business development. 

Summary 

This introductory chapter has established the foundational context for investigating the 

challenges confronting small-scale businesses in Petauke District. The chapter has ar-

ticulated the significance of small-scale enterprises within the Zambian economy, not-

ing their predominant role in employment generation and economic contribution. The 
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specific characteristics of Petauke District as a rural, agriculturally-oriented economy 

have been delineated, establishing the contextual parameters for the study. The research 

problem, purpose, objectives, and questions have been articulated with precision, 

providing clear direction for the empirical investigation. The theoretical framework, 

integrating Entrepreneurship Ecosystem Theory, the Resource-Based View, and Insti-

tutional Theory, has been elaborated to provide analytical grounding for the study. The 

conceptual framework has operationalized the theoretical foundations by delineating 

the relationships between key challenge dimensions. The chapter concludes with oper-

ational definitions of key terms to ensure conceptual clarity throughout the research 

endeavor. 

II. LITERATURE REVIEW 

Overview 

This chapter presents a comprehensive and critical examination of the scholarly litera-

ture pertaining to the challenges confronting small-scale businesses, with particular em-

phasis on contexts relevant to Petauke District and rural Zambia. The review is struc-

tured systematically to address each of the study's three specific objectives, examining 

respectively the financial and capital-related challenges, infrastructural and market-re-

lated obstacles, and managerial, regulatory, and institutional impediments that collec-

tively constrain small business development. The chapter further incorporates empirical 

reviews of global, regional, and local studies, a personal critique of the existing body 

of literature, and an identification of research gaps that this study seeks to address. 

Through systematic examination of both theoretical contributions and empirical find-

ings, this chapter establishes the scholarly foundation upon which the empirical inves-

tigation of small-scale business challenges in Petauke District is constructed. 

 

Financial and Capital-Related Challenges 

Financial constraints constitute arguably the most extensively documented impediment 

to small-scale business development across developing country contexts. Access to 

both investment and working capital financing has been identified as the most signifi-

cant impediment to micro, small, and medium enterprise development in low- and mid-

dle-income countries, with traditional lending institutions frequently denying business 

loans to MSMEs due to their lack of essential track record, appropriate collateral, and 

credit history (Ogunmokun et al., 2026). The literature has consistently identified fi-

nance as a major constraint to entrepreneurs in establishing and managing small firms 
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in developing countries, underscoring the pervasive nature of this challenge (Abereijo 

& Fayomi, 2005; Beck, 2007; Beck et al., 2011). This foundational understanding es-

tablishes the significance of financial constraints as a primary analytical category in 

small business research. 

 

The collateral constraint represents a particularly binding limitation on small-scale 

business access to formal credit in African contexts. Difficulties accessing capital, 

driven by limited short-term lending from banks, high interest rates, and constraints 

around collateral, underlie and amplify the challenges confronting small enterprises in 

Africa's fragile markets (World Bank, 2026). Research examining SME growth con-

straints in Rwanda's Musanze District, grounded in the Resource-Based View theory, 

found that insufficient collateral to secure bank loans was identified as a critical con-

straint, with respondents reporting a mean agreement score of 4.18 regarding the sig-

nificance of this obstacle (Niyonambaza & Ntegamaherezo, 2025). Most SMEs in Af-

rica lack collateral, audited records, and credit histories, making traditional banks re-

luctant to extend lending facilityies, thereby perpetuating a cycle of financial exclusion 

(AfTra, 2025). 

 

The interest rate environment in African financial markets presents additional chal-

lenges for small-scale business financing. Research in Rwanda's Musanze District doc-

umented that high interest rates scored a mean value of 4.26, compounding the financial 

challenges confronting small enterprises and creating a dual barrier wherein even those 

businesses capable of meeting collateral requirements faced prohibitive borrowing 

costs (Niyonambaza & Ntegamaherezo, 2025). The Africa Trade Fund similarly ob-

serves that SMEs account for a significant portion of GDP across the continent, yet they 

struggle with high interest rates, limited access to credit history systems, and collateral 

requirements that would deter even seasoned entrepreneurs (AfTra, 2025). These ele-

vated borrowing costs translate into debt service obligations that frequently exceed sus-

tainable levels, creating perverse incentives wherein successful loan acquisition may 

precipitate financial distress rather than facilitating productive expansion. 

 

The scale of financial exclusion confronting small businesses in sub-Saharan Africa is 

substantial and well-documented. Only 20% to 30% of MSMEs in Sub-Saharan Africa 

access formal credit, stifling growth for businesses that drive 80% of employment 

across the region (FinMark Trust, 2025). The International Finance Corporation has 
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estimated that Africa's SME financing gap exceeds $331 billion, with traditional banks 

unable to serve approximately 44 million micro, small and medium enterprises due to 

their reliance on conventional credit assessment methods and collateral requirements 

(Ezbob, 2026). An estimated 28.3% of SMEs in sub-Saharan Africa are fully credit 

constrained, and only between a third and a fifth of these SMEs have a bank loan or 

line of credit (OECD, 2018; Runde et al., 2021). These statistics underscore the pro-

found nature of financial exclusion confronting the small business sector. 

 

The Zambian context exhibits particularly acute financial exclusion patterns. The Zam-

bia Country Private Sector Diagnostic indicates that merely 10% of Zambian firms have 

access to formal bank credit, a figure substantially below the sub-Saharan African av-

erage of 20% (International Finance Corporation, 2024). Research examining the busi-

ness growth challenges of SMEs in Lusaka's Garden Township identified financial con-

straints as a primary barrier to growth, alongside lack of strategic knowledge, outdated 

technology, and unreliable infrastructure (Banda et al., 2024). The Citizen Economic 

Empowerment Commission (CEEC) and Constituency Development Fund (CDF) have 

been recognized as government initiatives aimed at addressing financing gaps, yet prac-

tical barriers prevent many SMEs from accessing these resources (Banda et al., 2024). 

The convergence between national-level statistics and district-level realities suggests 

that financial exclusion is not merely an urban phenomenon but extends pervasively 

into rural contexts. 

 

The working capital constraint represents a persistent challenge for small-scale busi-

nesses that is conceptually distinct from, though intimately related to, access to term 

credit. Working capital—the financial resources available for day-to-day operational 

expenses including inventory purchase, wage payments, and utility costs—is chroni-

cally inadequate for many small enterprises in African contexts. The evidence gap map 

on interventions to improve access to financial services for MSMEs in low- and middle-

income countries confirms that lack of access to both investment and working capital 

financing constitutes the most significant impediment to MSME development (World 

Bank, 2025). Research in Rwanda documented that limited business growth due to lack 

of capital scored a mean value of 3.94, while failure to attract and retain customers due 

to recurring challenges scored 4.55 (Niyonambaza & Ntegamaherezo, 2025). These 

findings illuminate the operational manifestations of working capital inadequacy. 
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The relationship between business formalization and financial access constitutes a crit-

ical dimension of the financial challenges confronting small-scale businesses. Zambia's 

Minister of Small and Medium Enterprise Development, Elias Mubanga, has articulated 

that formalization is a critical step for SMEs to gain visibility and credibility, both nec-

essary for securing loans and investment (UDF Space, 2024). Many financial institu-

tions require businesses to be registered entities to provide financing, and without ac-

cess to capital, these businesses remain limited in their ability to scale operations, invest 

in new technologies, or hire additional staff (UDF Space, 2024). The lack of formal 

registration restricts SMEs from accessing various government and international fund-

ing opportunities, as these avenues are available only to businesses that meet specific 

compliance and regulatory standards (UDF Space, 2024). 

 

The savings mobilization capacity of small-scale businesses in rural contexts is con-

strained by multiple factors including limited access to formal banking infrastructure, 

low financial literacy levels, and the prioritization of immediate consumption needs 

over long-term capital accumulation. Research examining financial inclusion and fi-

nancial literacy for SMEs in Zambia has analyzed the extent of SME managers' access 

to financial schemes and policies, describing the budget provided by the Zambian gov-

ernment for SMEs and examining the level of financial literacy of SME managers re-

garding budgeting (Musonda, 2025). Despite the government's recognition of the im-

portance of financial literacy, significant gaps persist between policy intentions and 

practical outcomes, particularly in rural districts where banking infrastructure is limited 

and cash-based transactions predominate. 

 

The microfinance sector in Zambia and broader Africa has expanded considerably over 

recent decades, yet its capacity to address small-scale business financing needs remains 

constrained. Research on SME lending in Africa has revealed that approximately 28% 

of MSMEs in Africa lack access to credit, and 51% indicate a need for more funding 

(International Finance Corporation, cited in Oliver Wyman, 2025). Small and micro 

businesses present unique risks to lenders, such as limited financial records, lack of 

collateral, and vulnerability to macroeconomic events, which explains banks' hesitance 

to provide a comprehensive range of services (Oliver Wyman, 2025). Microfinance 

institutions operate with limited geographic reach, particularly in rural districts where 

the costs of service delivery are elevated and client densities are low. 
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The informal savings and credit mechanisms that small-scale businesses in rural Afri-

can contexts frequently rely upon present both opportunities and limitations. Rotating 

savings and credit associations, locally known by various names including "chilimba" 

in Zambia, provide accessible financial intermediation for entrepreneurs who lack ac-

cess to formal banking services. However, these informal mechanisms are character-

ized by limited capital mobilization capacity, restricted loan sizes, and vulnerability to 

default risks arising from the absence of formal enforcement mechanisms. Research 

examining institutionally constrained SMEs in developing economies has demonstrated 

how entrepreneurs draw on informal norms and social networks in the absence of for-

mal institutional support, with culturally specific norms including kinship and trade 

associations playing pivotal roles in structuring market-oriented economic activities 

(Omeihe et al., 2022). 

 

The government credit programs and subsidized lending schemes implemented in Zam-

bia to address small business financing constraints have yielded mixed results. Research 

evaluating the impact of government subsidies and grants on SME growth and financial 

sustainability across agriculture, construction, and energy sectors in urban and rural 

Zambia found that subsidized SMEs experienced higher revenue and employment 

growth than non-subsidized SMEs, but challenges such as bureaucratic delays, complex 

procedures, and inadequate mentorship limited full benefits (Phiri & Mahlangu, 2025). 

The study recommended simplifying access processes and strengthening post-funding 

support to enhance program effectiveness. This finding underscores the implementation 

gaps that characterize even well-intentioned policy interventions. 

 

The gender dimensions of financial access constraints warrant particular analytical at-

tention within the context of small-scale business development. Across parts of Sub-

Saharan Africa, women still lack equal rights to own or inherit property, limiting their 

ability to offer collateral and access credit (UNDP, 2026). Nearly 80% of female entre-

preneurs rely primarily on personal savings to start their businesses (UNCTAD, 2025). 

Female entrepreneurs face structural barriers embedded in funding systems, legal 

frameworks, and business infrastructure—barriers that slow the growth of their ven-

tures and widen gender inequality (UNDP, 2026). Women entrepreneurs show an av-

erage non-performing loan rate of just 2.4%, indicating that despite being systemati-

cally underfunded, they represent sound credit risks (AfDB, 2025). These findings 
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highlight the intersection of gender and financial exclusion in shaping entrepreneurial 

outcomes. 

 

The youth entrepreneurship context in Africa reveals distinctive financial challenges 

that constrain young people's business participation. Limited access to finance, weak 

support systems, and restrictive regulatory environments force many young entrepre-

neurs into "survival" businesses—ventures born of necessity rather than opportunity—

which rarely scale, generate few jobs, and contribute minimally to long-term economic 

transformation (UNECA, 2026). An estimated 75% of young Africans aspire to start 

businesses, yet most face significant barriers that prevent them from turning ideas into 

thriving enterprises (UNECA, 2026). Thousands of small businesses in Kenya collapse 

within their first five years due to poor financial management, high operating costs, and 

limited access to affordable credit (Business Daily Africa, 2026). These patterns under-

score the vulnerability of youth-led enterprises to financial constraints. 

 

The agricultural financing challenges that characterize rural economies such as Petauke 

District create distinctive constraints for small-scale businesses operating within agri-

cultural value chains. Research on MSMEs in sub-Saharan Africa's agricultural sector 

reveals that three out of four agri-MSMEs are unable to secure bank loans, struggling 

to grow, innovate, and contribute to the region's sustainable development (COLEAD, 

2025). Climate variability, pest outbreaks, and phytosanitary issues can cause signifi-

cant yield losses, increasing the risk of default and further discouraging lender engage-

ment (COLEAD, 2025). The seasonal nature of agricultural production creates pro-

nounced cash flow cycles that standardized financial products align poorly with, while 

the covariate risk profile of agricultural lending further discourages financial institution 

engagement. 

 

Infrastructural and Market-Related Challenges 

Infrastructure deficiencies constitute a pervasive constraint on small-scale business de-

velopment across sub-Saharan African contexts, with particularly pronounced effects 

in rural districts. The IMF's analysis of bottlenecks to private sector development in 

sub-Saharan Africa identifies infrastructure deficiencies as the obstacle most frequently 

cited by firms in perception-based assessments (International Monetary Fund, 2025). 

Africa's infrastructure gap is estimated by the African Development Bank to be between 

$130 billion and $170 billion annually, leading to unreliable power, limited internet 
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access, and poor transportation networks, all of which constitute significant roadblocks 

to business growth (Businessday NG, 2024). This substantial infrastructure deficit dis-

proportionately affects rural enterprises that lack the resources to develop alternative 

infrastructure solutions. 

 

Electricity supply reliability represents a critical infrastructure constraint affecting 

small-scale businesses in African contexts. More than 560 million people still lack ac-

cess to reliable electricity in sub-Saharan Africa, and fewer than 30 percent of rural 

roads are paved (McPherson, 2025). Nearly 600 million people in sub-Saharan Africa 

lack access to grid electricity—accounting for over two-thirds of the global population 

without power (Institutional Network, 2025). For small-scale businesses, unreliable 

electricity supply manifests in multiple operational constraints including disrupted pro-

duction processes, damaged equipment from voltage fluctuations, elevated costs from 

alternative power sources, and restricted operating hours. Research on SME challenges 

in Rwanda documented that inadequate infrastructure scored a mean value of 3.75 as a 

constraint on business operations (Niyonambaza & Ntegamaherezo, 2025). 

 

The transportation infrastructure context of rural Africa presents distinctive challenges 

for small-scale businesses. Poor roads and transportation networks make it difficult for 

rural producers to access markets, leading to significant post-harvest losses and con-

strained economic participation (Kamwanyah, 2024). Neglect of rural infrastructure has 

slowed the integration of rural and urban markets and cut off farmers from inputs at 

competitive prices (World Bank, n.d.). In many African countries, rural entrepreneur-

ship is complicated by poor roads, limited electricity, unreliable internet, and inade-

quate access to education, healthcare, and finance (Mondaq, 2025). The condition of 

feeder roads connecting outlying agricultural areas to district centers and broader mar-

kets remains problematic, particularly during rainy seasons when unpaved roads be-

come impassable. 

 

The water supply infrastructure in rural African contexts presents additional constraints 

for small-scale business operations. Provision of infrastructure services in low-income 

countries presents common problems—operational inefficiency, overstaffing, poor 

maintenance, and an inability to meet rapidly increasing demands for new infrastructure 

(World Bank, n.d.). Reliable access to potable water is essential for numerous business 



  

 

24 

 

activities including food processing, hospitality services, and agricultural value addi-

tion. Corruption and poor governance compound infrastructure challenges, with water 

rights often traded through bribery and crony public-private deals (Pacific Research, 

2024). Climate variability and changing precipitation patterns further complicate water 

access, with implications for business planning and operational continuity. 

 

The telecommunications infrastructure in African contexts has experienced notable im-

provements with the expansion of mobile network coverage, yet significant gaps re-

main, particularly in rural areas. The Zambia Country Private Sector Diagnostic iden-

tifies that private investment across multiple sectors is discouraged by infrastructure 

inadequacies, including telecommunications limitations (International Finance Corpo-

ration, 2024). While mobile connectivity has improved substantially across many Afri-

can contexts, the ecosystem of digital services supporting business operations—includ-

ing reliable payment platforms, logistics services, and online marketplaces—remains 

nascent. Small businesses in rural areas are thus largely excluded from the digital com-

merce opportunities that are increasingly accessible to their urban counterparts. 

 

The market access challenges confronting small-scale businesses in rural African con-

texts are shaped by multiple factors including geographic isolation, limited transporta-

tion options, information asymmetries, and competition from larger commercial cen-

ters. Rural enterprises face significant hurdles, including limited economies of scale 

and resources, infrastructure gaps, connectivity challenges, and heightened vulnerabil-

ity to climate change (Village Capital & Small Foundation, 2024). Research examining 

SME constraints in Rwanda documented that due to several constraints, many SMEs 

face high transaction costs and are unable to overcome competition, with this scoring a 

mean value of 4.55 (Niyonambaza & Ntegamaherezo, 2025). These market access bar-

riers systematically constrain the revenue generation and growth potential of rural small 

businesses. 

 

The competitive dynamics confronting small-scale businesses in African contexts are 

shaped by the coexistence of formal and informal economic sectors. Informal busi-

nesses, which operate outside regulatory frameworks and tax obligations, can offer 

lower prices than formally registered competitors, creating competitive distortions that 

disadvantage compliant enterprises. The informal economy across Africa represents a 

trillion-dollar market, yet most informal businesses struggle to scale up due to lack of 
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financing, regulatory barriers, and limited access to broader markets (Herald Online, 

2025). This competitive dynamic perpetuates informality, as formalization imposes 

costs without corresponding competitive advantages in markets where consumers pri-

oritize price over other considerations. 

 

The market information asymmetries confronting small-scale businesses in rural con-

texts represent a significant constraint on effective market participation. Limited access 

to timely and accurate information regarding input prices, product demand, market op-

portunities, and competitive conditions impairs the capacity of small entrepreneurs to 

make optimal business decisions. Research examining entrepreneurial ecosystems 

within BRICS nations has emphasized that regulatory frameworks, policies, and legis-

lation are pivotal factors contributing to the stagnation and decline of SMEs, especially 

in developing contexts (Mer & Virdi, 2024). The lack of conducive regulatory environ-

ments and market information, coupled with inadequate institutional and technical sup-

port infrastructure, disables industrial performance and competitiveness of SMEs in 

developing countries (UNIDO, n.d.). 

 

The value chain participation of small-scale businesses in rural African contexts is con-

strained by multiple factors including limited productive capacity, quality inconsisten-

cies, and weak linkages with larger enterprises and formal markets. Many supply con-

tracts have short tenures, and traders supplying to government tenders often win con-

tracts without fully securing the funding needed to deliver (Banoub, 2025). For these 

traders, delays in financing can mean losing the deal entirely, creating a precarious op-

erational environment that disadvantages smaller enterprises lacking established bank-

ing relationships and working capital reserves. The capital requirements for construct-

ing or accessing adequate facilities exceed the financial capacities of most small-scale 

enterprises. 

 

The storage and warehousing infrastructure available to small-scale businesses in rural 

African contexts is substantially inadequate relative to operational requirements. Lim-

ited access to appropriate storage facilities constrains inventory management capabili-

ties, increases product spoilage and losses, and restricts the capacity to engage in tem-

poral arbitrage by storing products for sale during periods of higher prices. Investment 

in infrastructure is therefore crucial, with governments and development partners need-

ing to prioritize building and maintaining roads, bridges, and transportation systems 
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that connect rural areas to urban centers (Kamwanyah, 2024). The capital requirements 

for constructing or accessing adequate storage facilities exceed the financial capacities 

of most small-scale enterprises, while the absence of third-party warehousing services 

further constrains available options. 

 

The cold chain infrastructure essential for businesses dealing with perishable products 

is virtually absent in many rural African contexts. Small businesses engaged in food 

processing, fresh produce marketing, or other activities involving temperature-sensitive 

products confront severe constraints arising from the absence of reliable cold storage 

and refrigerated transportation options. Research from the IMF indicates that infrastruc-

ture deficiencies, while highly visible and universally experienced, have specific im-

pacts on business outcomes that vary across firm types and sectors (International Mon-

etary Fund, 2025). These infrastructure deficiencies restrict the range of business activ-

ities that can be viably pursued, limit value addition opportunities, and increase post-

harvest losses that undermine both business profitability and food security outcomes. 

 

The business premises and physical infrastructure available to small-scale enterprises 

in rural African contexts present additional constraints on operational efficiency and 

growth. Many small businesses operate from informal premises lacking basic amenities 

including reliable electricity, running water, and secure storage. The capital require-

ments for constructing or leasing appropriate business premises exceed the financial 

capacities of most small enterprises, while the limited availability of formal commercial 

property in rural districts further constrains options. Expanding electricity and clean 

water supply to rural areas can spur economic activities and improve living standards, 

yet progress in this regard remains uneven across different contexts (Kamwanyah, 

2024). 

 

The transportation services available to small businesses in rural African contexts are 

characterized by limited options, elevated costs, and reliability concerns. The bicycle 

taxi sector, which has emerged as a significant component of transportation landscapes 

in districts such as Petauke, provides affordable mobility solutions for both passengers 

and small-scale goods movement. However, the limited carrying capacity of bicycle 

transport constrains the scale of goods that can be economically moved. Research ex-

amining barriers to credit for MSMEs notes that poor transport networks increase op-

erational costs by 30-40 percent for small businesses across Africa (Afreximbank, cited 



  

 

27 

 

in Businessday NG, 2025). Motorized transportation options, while offering greater ca-

pacity and range, impose substantially higher costs that may exceed the financial ca-

pacities of small businesses. 

 

The energy access challenges confronting small-scale businesses in rural African con-

texts extend beyond electricity to encompass cooking and heating fuels. Businesses en-

gaged in food preparation, processing, or other activities requiring thermal energy con-

front constraints arising from limited access to affordable and reliable fuel sources. The 

reliance on biomass fuels including charcoal and firewood imposes environmental costs 

and health burdens while contributing to operational inefficiencies. Modernizing agri-

culture and related processing activities requires providing access to improved technol-

ogies and sustainable energy sources (Kamwanyah, 2024). The transition to cleaner and 

more efficient energy sources is constrained by capital requirements, fuel availability, 

and the costs associated with equipment conversion. 

 

The digital infrastructure supporting e-commerce and online market participation re-

mains underdeveloped in rural African contexts, constraining the capacity of small 

businesses to access broader markets through digital channels. Over half of countries 

in sub-Saharan Africa lack reliable health information systems, and credit bureau cov-

erage remains below 20 percent in many markets (McPherson, 2025). While mobile 

connectivity has improved substantially, adoption, regulatory approval, and workforce 

training commonly require 18 to 36 months before scale becomes viable (McPherson, 

2025). Small businesses in rural areas are thus largely excluded from the digital com-

merce opportunities that are increasingly accessible to their urban counterparts, perpet-

uating geographic disparities in market access and business growth potential. 

 

Managerial, Regulatory, and Institutional Challenges 

Managerial competency deficits constitute a significant constraint on small-scale busi-

ness performance and growth across developing country contexts. Research examining 

the impact of institutional, strategic, and structural constraints on black-owned SMMEs 

in South Africa demonstrated a negative correlation between institutional constraints 

and business performance, along with a similar negative relationship between strategic 

and structural constraints and performance (Tlhagale & Ndou, 2025). The study found 

that while the anticipated positive link between management competencies and perfor-

mance was not confirmed, there is an urgent need for collaborative initiatives among 
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policymakers, business development agencies, and stakeholders to promote entrepre-

neurship, improve management skills, and bolster organizational frameworks (Tlhagale 

& Ndou, 2025). These findings underscore the importance of managerial capacity as a 

determinant of small business outcomes. 

 

The formal business education and training received by small-scale entrepreneurs in 

African contexts is typically limited, with most business owners relying on experiential 

learning and informal apprenticeship rather than structured management education. Re-

search on SMEs in Rwanda documented that lack of training in business management 

scored a mean value of 4.10, indicating the significance of this constraint (Niyonam-

baza & Ntegamaherezo, 2025). Lacking conducive regulatory environments and market 

information, inadequate institutional and technical support infrastructure, and weak 

knowledge and skills on the side of entrepreneurs in developing countries collectively 

disable industrial performance and competitiveness of SMEs (UNIDO, n.d.). These ca-

pacity constraints are particularly acute in rural contexts where access to business train-

ing and development services is even more constrained than in urban areas. 

 

The regulatory environment confronting small-scale businesses in African contexts is 

characterized by complexity, inconsistency, and enforcement challenges. The sharp de-

cline of participants in the SME sector across BRICS countries indicates the difficulties 

besetting the industry, with regulatory frameworks, policies, and legislation identified 

as pivotal factors contributing to the stagnation and decline of SMEs, especially in de-

veloping contexts (Mer & Virdi, 2024). Bureaucratic hurdles, corruption, and complex 

regulatory frameworks can create significant obstacles for businesses across Africa 

(Times of Eswatini, 2025). While governments aim to stimulate growth for the SME 

sector, the very SMEs are suffocating with compliance issues, labor laws, tax-related 

matters, and municipal bylaws (Mer & Virdi, 2024). 

 

The business registration and formalization processes in African countries, while sub-

ject to various simplification initiatives, continue to present barriers for small-scale en-

terprises. High registration costs, complex procedures, and limited information can dis-

courage small business owners from taking the step toward formalization (UDF Space, 

2024). The Zambia Development Agency requires formal registration with the Patents 

and Companies Registration Agency as a prerequisite for accessing business develop-

ment services and support programs (ZDA, n.d.). Research examining informal sector 
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business registration patterns among MSMEs in Lusaka has documented the challenges 

confronting enterprises seeking to formalize their operations (IJEFM, 2026). The con-

sequence is persistent informality that excludes businesses from formal support mech-

anisms. 

 

The institutional support infrastructure for small-scale business development in African 

contexts, while subject to policy articulation and programmatic initiatives, exhibits sig-

nificant implementation gaps between stated intentions and practical outcomes. Ineffi-

cient legal and regulatory frameworks, limited government support, and poor quality of 

governance impede SME growth and international expansion (Nkhwali, 2025). Re-

search evaluating government subsidies and grants in Zambia found that while subsi-

dized SMEs experienced higher revenue and employment growth than non-subsidized 

SMEs, challenges such as bureaucratic delays, complex procedures, and inadequate 

mentorship limited full benefits (Phiri & Mahlangu, 2025). The translation of policy 

aspirations into effective service delivery at the district level, particularly in rural con-

texts, remains substantially incomplete. 

 

The Zambia Development Agency has been mandated to facilitate provision of Busi-

ness Development Services to MSMEs, including capacity-building training, market 

linkage facilitation, and access to finance initiatives. However, the geographic reach of 

these services is substantially concentrated in urban areas, with limited penetration into 

rural districts. Research examining business growth challenges of metal fabricators in 

Lusaka highlighted that while government initiatives like the Citizen Economic Em-

powerment Commission (CEEC) and Constituency Development Fund (CDF) are rec-

ognized, practical barriers prevent SMEs from accessing these resources (Banda et al., 

2024). This gap underscores the necessity for more effective implementation and out-

reach to ensure SMEs can benefit from available support. 

 

The Simplified Registration System initiative in Zambia represents an institutional ef-

fort to address formalization barriers. Five government institutions, including the Min-

istry of Commerce, Trade and Industry and the Ministry of Small and Medium Enter-

prise Development, have entered into an agreement to jointly operate and manage a 

Simplified Registration System that aims to empower SMEs, foster collaboration, and 

streamline processes (MCTI, 2024). The developed system aims at integrating the in-

formal sector into the formal economy by gathering essential data on trade performance 
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and employment within the sector (MCTI, 2024). While this initiative represents pro-

gress in addressing registration barriers, its effectiveness in reaching rural districts such 

as Petauke remains to be empirically demonstrated. 

 

The Local Economic Development strategy formulated for Petauke District represents 

an institutional framework for coordinated economic development interventions at the 

district level. The strategy is aimed at taking stock of all institutional assets and re-

sources and harnessing them to spur the local economy, identifying and seizing busi-

ness opportunities while supporting entrepreneurial initiatives by facilitating market 

access and creating a conducive climate for investment and business activities in the 

district (Petauke Town Council, 2022). The strategy's emphasis on utilizing local re-

sources and assets aligns with place-based development approaches that recognize the 

importance of context-specific interventions. 

 

The Constituency Development Fund (CDF) mechanism represents a potentially sig-

nificant institutional channel for small business support at the district level in Zambia. 

The CDF has been identified as one of the flagship programs of government's commit-

ment to actualize the decentralization process, with increased resource allocation ena-

bling local authorities and citizens to exercise control over local affairs and foster mean-

ingful development (Petauke Town Council, 2022). However, the effectiveness of CDF 

as a small business development instrument depends on multiple factors including the 

adequacy of loan amounts relative to business needs, the appropriateness of terms and 

conditions, and the quality of accompanying business development support. 

 

The corruption and rent-seeking behaviors that characterize institutional environments 

in many developing country contexts impose particular burdens on small-scale busi-

nesses. Research drawing on institutional theory has documented how corruption func-

tions as an institution that provides the "rules of the game" for business sectors in some 

African contexts, shaping entrepreneurial behavior and outcomes (Kelley, 2011). The 

IMF's analysis of private sector development bottlenecks in sub-Saharan Africa identi-

fies corruption, alongside financial constraints, as the most severe impediment to firm 

growth when assessed through proxy-based methodologies (International Monetary 

Fund, 2025). Small-scale businesses, with limited resources to navigate corrupt systems 

or to absorb the costs of rent-seeking behaviors, are disproportionately affected. 
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The policy implementation gap between national-level policy articulation and district-

level service delivery represents a critical institutional challenge for small-scale busi-

ness development. Research examining state-business relations for entrepreneurial 

takeoff in Africa has developed frameworks to explore elements that help explain ease 

of doing business scores and the viability of SMEs (Hossain, 2024). The study exam-

ines a general trend in "doing business performance" among selected African countries 

and explores how particular indicators or forces affect the development and deployment 

of small and medium-sized enterprise policies (Hossain, 2024). The effective transla-

tion of policy instruments into tangible benefits for small businesses in rural districts is 

constrained by multiple factors including limited institutional capacity and inadequate 

financial resources. 

 

The informal institutional arrangements that govern economic activity in contexts of 

formal institutional weakness have been extensively analyzed through an institutional 

theory lens. Drawing on institutional theories, researchers have re-examined the way 

that entrepreneurial behavior can be shaped, with a focus on trust, networks, and the 

development of relationships in African contexts (Amoako, 2019). Research examining 

institutionally constrained SMEs in developing economies has demonstrated how en-

trepreneurs draw on norms in the absence of formal institutional support, with culturally 

specific norms including kinship, religion, and trade associations playing pivotal roles 

in structuring market-oriented economic activities (Omeihe et al., 2022). These infor-

mal mechanisms have inherent limitations including restricted geographic and social 

scope and vulnerability to interpersonal conflicts. 

 

The gender-specific institutional challenges confronting female entrepreneurs in Afri-

can contexts warrant particular analytical attention. Women entrepreneurs face higher 

barriers to digital access and carry heavier care responsibilities that constrain their mo-

bility and time (CNBC Africa, 2025). Despite making up nearly 60% of Africa's self-

employed workforce, women entrepreneurs face a $42 billion financing shortfall 

(CNBC Africa, 2025). Six in ten women founders report that family responsibilities 

limit their business growth, and almost 90% rely on personal savings to finance their 

companies (ESCP Business School, 2025). These findings underscore the intersection 

of gender with institutional and structural constraints in shaping entrepreneurial out-

comes. 
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The youth entrepreneurship context in African countries is characterized by distinctive 

institutional challenges and opportunities. Regulatory hurdles topped the list of chal-

lenges facing young entrepreneurs, followed closely by lack of access to finance (An-

zisha, 2025). Young entrepreneurs confront particular barriers including limited access 

to startup capital, restricted collateral availability, limited business experience and net-

works, and potentially discriminatory attitudes from financial institutions. Research 

from the UN Economic Commission for Africa documents that limited access to fi-

nance, weak support systems, and restrictive regulatory environments force many 

young entrepreneurs into "survival" businesses that rarely scale (UNECA, 2026). 

 

The coordination failures among institutions responsible for small business develop-

ment represent a significant institutional challenge across African contexts. Multiple 

government agencies share responsibilities for aspects of small business support, yet 

the absence of effective coordination mechanisms results in fragmented service deliv-

ery and confusion among intended beneficiaries. Research examining the impact of in-

terventions from supporting institutions on managerial competencies of small, medium, 

and micro-sized enterprises in South Africa found that despite these interventions, the 

failure rate of small businesses remains high (Nkwonta, n.d.). This finding underscores 

the importance of coordinated and coherent institutional approaches to small business 

support. 

 

The tax and regulatory compliance burdens confronting small-scale businesses in Afri-

can contexts are substantial and often disproportionate. Research examining SME chal-

lenges across BRICS nations notes that regulatory compliance burdens lead to higher 

operational costs and reduced competitiveness for smaller enterprises (Mer & Virdi, 

2024). Complex tax regulations and labor laws disproportionately affect smaller enter-

prises, often stifling their growth potential (World Bank, cited in Mer & Virdi, 2024). 

High taxes scored a mean value of 3.84 as a constraint in research on Rwandan SMEs, 

while regulatory challenges scored 3.89 (Niyonambaza & Ntegamaherezo, 2025). Zam-

bia's 2026 tax measures have introduced higher thresholds and reduced penalties for 

MSMEs, alongside targeted corporate incentives, representing an attempt to address 

these burdens (RegFollower, 2025). 
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Empirical Review 

• Global Perspectives 

The global empirical literature on small-scale business challenges provides extensive 

documentation of constraints that transcend national and regional boundaries while 

manifesting in context-specific forms. Research examining access to debt finance in 

sub-Saharan Africa has presented critical points of view relating to SME access to debt 

finance, challenging the prevailing view that lack of credit information is the funda-

mental factor contributing to constraints and arguing instead that banks' risk assessment 

strategies constitute the primary barrier (Ogunmokun et al., 2026). The literature has 

identified finance as a major constraint to entrepreneurs in establishing and managing 

small firms in developing countries (Abereijo & Fayomi, 2005; Agyapong et al., 2011; 

Beck, 2007). This foundational research establishes the pervasiveness of financial con-

straints across diverse developing country contexts. 

 

Empirical research examining small business challenges in Asian and emerging econ-

omy contexts has identified distinctive patterns reflecting specific institutional and eco-

nomic conditions. Studies exploring entrepreneurial ecosystems within BRICS nations 

have emphasized that regulatory frameworks, policies, and legislation constitute pivotal 

factors contributing to the stagnation and decline of SMEs, especially in developing 

contexts (Mer & Virdi, 2024). The analysis, underpinned by the six elements of entre-

preneurial ecosystem developed by Daniel Isenberg—regulatory framework, market 

conditions, access to finance, policy, human capital, and enabling culture—provides a 

comprehensive framework for understanding the multidimensional nature of small 

business constraints (Mer & Virdi, 2024). 

 

Research examining small business performance drivers during crisis periods has re-

vealed important dynamics in the relationship between resources and outcomes. The 

resource-based view of the firm, originally developed by Wernerfelt (1984) and elabo-

rated by Barney (1991), posits that firms perform differently because they differ in 

terms of the strategic assets they control (Barney, 1991; Penrose, 1959; Wernerfelt, 

1984). This theoretical perspective has been extensively applied in analyzing SME per-

formance and growth constraints, providing analytical purchase on how resource limi-

tations—including financial capital, human capital, and physical infrastructure—sys-
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tematically constrain small enterprise development. The RBV focuses on the link be-

tween strategy and firm internal resources, offering a robust framework for understand-

ing how resource heterogeneity explains differential performance outcomes. 

 

The internationalization challenges confronting SMEs from developing countries have 

been extensively examined in the global empirical literature. Studies drawing on insti-

tution-based perspectives have tested how perceived environmental uncertainty medi-

ates the link between institutional impediments and international expansion (Adomako 

et al., 2020). This research demonstrates that institutional constraints in home countries 

not only directly affect domestic operations but also shape the capacity of SMEs to 

pursue internationalization strategies, with implications for growth trajectories and 

competitive positioning. The global literature on small business failure factors provides 

important insights into the dynamics of enterprise sustainability and decline. 

 

Research examining the effectiveness of business support interventions for SMEs has 

generated mixed findings regarding program impacts. Systematic reviews of evidence 

from sub-Saharan African countries have documented that innovation and business sup-

port activities can positively affect SME performance, yet impact magnitudes vary sub-

stantially across program designs, implementation contexts, and beneficiary character-

istics (Edeh et al., 2025). The heterogeneity of program effects underscores the im-

portance of context-sensitive design and implementation rather than standardized ap-

proaches to small business support. This finding has significant implications for the 

design and evaluation of interventions in contexts such as Petauke District. 

 

The literature on entrepreneurial ecosystems has increasingly emphasized the im-

portance of contextual factors in shaping entrepreneurial outcomes. The entrepreneur-

ship ecosystem strategy, articulated by Isenberg (2011) as a new paradigm for eco-

nomic policy, provides principles for cultivating entrepreneurship through attention to 

multiple interconnected domains (Isenberg, 2011). Stam and colleagues have further 

developed ecosystem perspectives, examining the operation of entrepreneurial ecosys-

tems through empirical studies guided by expert panels and surveys of small business 

owners (Stam, n.d.). This ecosystem perspective is particularly relevant for understand-

ing how deficiencies across multiple domains—financial, infrastructural, institu-

tional—interact to produce cumulative constraints on entrepreneurial outcomes. 
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The global literature on microfinance and alternative financing mechanisms provides 

important insights into strategies for addressing financial exclusion. Research examin-

ing the microfinance sector in developing countries has documented both the potential 

and limitations of microfinance as a tool for small business development. The idea of 

"micro"—microloans, microinsurance, and microsavings—has been critiqued as poten-

tially trapping people in small-scale operations rather than enabling growth (FSD 

Uganda, 2025). This critique underscores the importance of designing financial inclu-

sion interventions that enable graduation and scaling rather than perpetuating small-

scale operations. 

 

Research examining the relationship between formalization and business outcomes has 

documented consistent patterns across developing country contexts. Formal registration 

enables businesses to access government and international funding opportunities, meet 

compliance and regulatory standards, and participate in formal supply chains (UDF 

Space, 2024). However, the costs and complexities associated with formalization create 

barriers that perpetuate informality, particularly among the smallest enterprises. The 

global literature on informality provides important context for understanding the regis-

tration and compliance challenges documented in African small business research. 

 

The literature on gender and entrepreneurship has established that female entrepreneurs 

face distinctive constraints across global contexts. Women entrepreneurs face structural 

barriers embedded in funding systems, legal frameworks, and business infrastructure—

barriers that slow the growth of their ventures and widen gender inequality (UNDP, 

2026). Across parts of Sub-Saharan Africa, women still lack equal rights to own or 

inherit property, limiting their ability to offer collateral and access credit (UNDP, 

2026). These gender-specific constraints have been documented across diverse geo-

graphical and economic contexts, establishing the generalizability of gender as a sig-

nificant dimension of small business challenges. 

 

The global literature on youth entrepreneurship has documented distinctive patterns of 

challenge and opportunity. Young entrepreneurs across developing countries face bar-

riers including limited access to finance, weak support systems, and restrictive regula-

tory environments (UNECA, 2026). The aspiration to entrepreneurship among youth is 

high—an estimated 75% of young Africans aspire to start businesses—yet the transla-

tion of aspiration into successful enterprise is constrained by multiple structural barriers 



  

 

36 

 

(UNECA, 2026). This gap between entrepreneurial aspiration and achievement repre-

sents a significant challenge for economic development policy. 

 

Regional Perspectives 

The African regional literature on small-scale business challenges provides extensive 

documentation of constraints that are particularly salient within the continent's distinc-

tive institutional, infrastructural, and economic contexts. Research examining access to 

debt finance in sub-Saharan Africa has documented that an estimated 28.3% of SMEs 

are fully credit constrained, with only between a third and a fifth of these SMEs having 

a bank loan or line of credit (OECD, 2018; Runde et al., 2021). The literature has called 

for further scrutiny of this phenomenon, recognizing the persistence of financing ob-

stacles despite various attempts to resolve the issue (Moro et al., 2015; Zhu et al., 2019). 

This regional perspective establishes the scale and persistence of financial exclusion as 

a defining feature of African small business contexts. 

 

Research examining SME growth constraints in Rwanda's Musanze District, grounded 

in the Resource-Based View theory, has provided detailed empirical evidence regarding 

the specific constraints confronting small enterprises in an emerging African economy 

context. The study found that insufficient collateral for bank loans (mean 4.18), high 

interest rates (mean 4.26), regulatory challenges (mean 3.89), inadequate infrastructure 

(mean 3.75), lack of business management training (mean 4.10), and high taxes (mean 

3.84) constituted significant constraints (Niyonambaza & Ntegamaherezo, 2025). The 

study further documented that limited business growth due to lack of capital (mean 

3.94), failure to attract and retain customers (mean 4.55), and high transaction costs 

undermining competitiveness (mean 4.55) were important outcomes of these con-

straints (Niyonambaza & Ntegamaherezo, 2025). 

 

The IMF's firm-level analysis of bottlenecks to private sector development in sub-Sa-

haran Africa provides robust empirical evidence regarding the relative significance of 

different constraint categories. The research identifies and measures seven key obsta-

cles to development, employing both perception-based and proxy-based methodologies 

to generate empirical findings (International Monetary Fund, 2025). The research re-

veals significant divergences between firms' perceptions and objective measures of 

business constraints, with firms frequently citing infrastructure deficiencies while 

proxy-based analysis identifies corruption and financial constraints as the most severe 
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impediments (International Monetary Fund, 2025). This finding has important method-

ological implications for research relying solely on perception-based measures. 

 

Research examining institutional constraints on SMEs in African contexts has em-

ployed institutional theory perspectives to analyze how formal and informal institu-

tional arrangements shape entrepreneurial outcomes. Studies drawing on institutional 

and contingency theories to explore corporate entrepreneurship development among 

African SMEs have found that elements of the institutional environment shape the in-

ternal organization and entrepreneurial activities of SMEs (Mustafa, 2022). The study's 

findings from in-depth case studies of Kenyan SMEs reveal complex processes wherein 

institutional contexts influence entrepreneurial behaviors and outcomes, underscoring 

the importance of contextual analysis in understanding small business dynamics. 

 

Research examining the impact of institutional, strategic, and structural constraints on 

black-owned SMMEs in South Africa has demonstrated a negative correlation between 

institutional constraints and business performance, along with a similar negative rela-

tionship between strategic and structural constraints and performance (Tlhagale & 

Ndou, 2025). The study highlights the necessity for proactive measures to transform 

regulatory settings and improve organizational structures. These findings underscore 

the importance of addressing institutional and structural constraints as prerequisites for 

small business development. 

 

Research examining state-business relations for entrepreneurial takeoff in Africa has 

developed frameworks to explore elements that help explain ease of doing business 

scores and the viability of SMEs (Hossain, 2024). The study examines a general trend 

in "doing business performance" among selected African countries and explores how 

particular indicators or forces affect the development and deployment of SME policies 

(Hossain, 2024). This research contributes to understanding the policy and institutional 

dimensions of small business challenges in African contexts. 

 

The literature on SME lending in Africa has documented the substantial financing gap 

confronting small enterprises. Africa's SME financing gap exceeds $331 billion, with 

traditional banks unable to serve 44 million micro, small and medium enterprises due 

to reliance on conventional credit assessment methods and collateral requirements (In-

ternational Finance Corporation, 2023). Only 20% to 30% of MSMEs in Sub-Saharan 
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Africa access formal credit, stifling growth for businesses that drive 80% of employ-

ment (FinMark Trust, 2025). These statistics underscore the magnitude of financial ex-

clusion as a constraint on small business development across the continent. 

 

Research examining the challenges confronting SMMEs in South Africa has identified 

multiple constraint categories including financial limitations, regulatory burdens, and 

infrastructure deficiencies. The literature review on challenges experienced by SMMEs 

and interventions by the South African national and provincial government has em-

ployed qualitative content analysis to examine the challenges and opportunities con-

fronting small enterprises (Sibiya & van der Westhuizen, 2023). This research contrib-

utes to understanding the landscape of small business challenges in the South African 

context, providing comparative insights relevant to other African countries. 

 

Research examining microfinance and alternative financing in African contexts has 

documented both the potential and limitations of these mechanisms. Small and micro 

businesses present unique risks to lenders, such as limited financial records, lack of 

collateral, and vulnerability to macroeconomic events, which explains banks' hesitance 

to provide a comprehensive range of services (Oliver Wyman, 2025). This risk percep-

tion, whether accurate or not, shapes lending behavior and perpetuates financial exclu-

sion of small enterprises. 

 

Research examining rural entrepreneurship in African contexts has documented dis-

tinctive patterns of challenge associated with geographic isolation, limited infrastruc-

ture, and constrained market access. Rural enterprises face significant hurdles, includ-

ing limited economies of scale and resources, infrastructure gaps, connectivity chal-

lenges, and heightened vulnerability to climate change (Village Capital & Small Foun-

dation, 2024). In many African countries, rural entrepreneurship is complicated by poor 

roads, limited electricity, unreliable internet, and inadequate access to education, 

healthcare, and finance (Mondaq, 2025). These rural-specific challenges are particu-

larly relevant to understanding small business constraints in districts such as Petauke. 

 

Local Perspectives 

The Zambian empirical literature on small-scale business challenges, while growing, 

remains comparatively underdeveloped relative to the scale and significance of the 

small business sector. Research examining business growth challenges and prospects 
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of SMEs in Lusaka's Garden Township, focusing specifically on metal fabricators, 

identified financial constraints, lack of strategic knowledge, outdated technology, un-

reliable infrastructure, and insufficient government support as primary barriers to 

growth (Banda et al., 2024). The study highlighted that while government initiatives 

like the Citizen Economic Empowerment Commission (CEEC) and Constituency De-

velopment Fund (CDF) are recognized, practical barriers prevent SMEs from accessing 

these resources (Banda et al., 2024). 

 

Research evaluating the impact of government subsidies and grants on SME growth 

and financial sustainability in Zambia has found that subsidized SMEs experienced 

higher revenue and employment growth than non-subsidized SMEs across agriculture, 

construction, and energy sectors in both urban and rural Zambia (Phiri & Mahlangu, 

2025). However, the study documented that challenges such as bureaucratic delays, 

complex procedures, and inadequate mentorship limited full benefits (Phiri & Mah-

langu, 2025). The study recommended simplifying access processes and strengthening 

post-funding support to enhance program effectiveness. 

 

Research examining the formalization challenges confronting Zambian SMEs has doc-

umented that lack of formal registration restricts SMEs from accessing various govern-

ment and international funding opportunities (UDF Space, 2024). The Zambian Minis-

ter of Small and Medium Enterprise Development has emphasized that many busi-

nesses struggle to expand because they lack the formal status required to access financ-

ing and other essential growth resources (UDF Space, 2024). High registration costs, 

complex procedures, and limited information can discourage small business owners 

from pursuing formalization. 

 

Research examining financial inclusion and financial literacy for SMEs in Zambia has 

analyzed the extent of SME managers' access to financial schemes and policies, de-

scribing the budget provided by the Zambian government for SMEs (Musonda, 2025). 

The study contributes to understanding the financial literacy dimensions of small busi-

ness challenges in the Zambian context. Micro, small, and medium enterprises are cru-

cial to Zambia's economy, making up 97% of businesses, contributing 70% to the GDP, 

and employing 88% of the workforce (Musonda, 2025). Despite this significant contri-

bution, these enterprises continue to face substantial challenges. 
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The institutional landscape for small business support in Zambia includes multiple 

agencies and programs. The Zambia Development Agency has been mandated to facil-

itate provision of Business Development Services to MSMEs, including capacity-build-

ing training, market linkage facilitation, and access to finance initiatives. The Ministry 

of Small and Medium Enterprise Development, established in 2021, has been tasked 

with facilitating the creation and growth of businesses (State House, 2025). The Presi-

dent has emphasized that SME development will contribute to job creation in the coun-

try. However, the translation of these institutional arrangements into tangible benefits 

for small businesses in rural districts remains substantially incomplete. 

 

Research examining the Simplified Registration System initiative in Zambia has docu-

mented efforts to integrate the informal sector into the formal economy by gathering 

essential data on trade performance and employment within the sector (MCTI, 2024). 

Five government institutions have entered into an agreement to jointly operate and man-

age a Simplified Registration System that aims to empower SMEs, foster collaboration, 

and streamline processes (MCTI, 2024). This initiative represents an institutional re-

sponse to the formalization challenges documented in the literature. 

 

The Petauke District context presents distinctive characteristics that warrant focused 

scholarly investigation. The Local Economic Development strategy formulated for Pe-

tauke District aims to find means and ways to grow the local economy using local re-

sources and assets (Petauke Town Council, 2022). The strategy is aimed at taking stock 

of all institutional assets and resources and harnessing them to spur the local economy, 

identifying and seizing business opportunities while supporting entrepreneurial initia-

tives through facilitated market access and creation of a conducive climate for invest-

ment and business activities (Petauke Town Council, 2022). 

 

The Constituency Development Fund mechanism has been identified as a critical in-

strument for channeling financial resources toward local economic development initia-

tives in Petauke District. The CDF has become one of the flagship programs of govern-

ment's commitment to actualize the decentralization process, with increased resource 

allocation enabling local authorities and citizens to exercise control over local affairs 

and foster meaningful development (Petauke Town Council, 2022). The Ministry of 

Local Government has been tasked with the key objective of reducing developmental 
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inequalities, requiring implementation of a holistic approach to rural and urban devel-

opment. 

 

The empirical literature specifically addressing small-scale business challenges in Pe-

tauke District remains extremely limited. Research examining constraints facing small-

holder farmers in maize marketing in Petauke District has documented challenges re-

lated to market access, price volatility, and infrastructure deficiencies (Tembo, 2017). 

While this research focuses on agricultural producers rather than the broader small busi-

ness sector, it provides valuable insights into the economic conditions and constraints 

characterizing the district context. The relative absence of comprehensive empirical re-

search on small-scale business challenges in Petauke District represents a significant 

knowledge gap that this study seeks to address. 

 

Personal Critique of the Literature 

The extant literature on small-scale business challenges exhibits several methodologi-

cal and conceptual limitations that warrant critical examination. First, there exists a 

pronounced urban bias in empirical research, with the overwhelming majority of stud-

ies examining small business challenges in urban and peri-urban contexts while rural 

districts such as Petauke remain substantially under-researched. This urban concentra-

tion is understandable given the greater accessibility of urban research sites and the 

higher density of small businesses in urban areas. However, the distinctive economic 

structures, infrastructural conditions, institutional capacities, and socio-cultural dynam-

ics characterizing rural contexts suggest that findings from urban studies cannot be un-

critically extrapolated to rural settings (Village Capital & Small Foundation, 2024; 

Mondaq, 2025). 

 

Second, the existing literature exhibits a notable theoretical eclecticism that, while re-

flecting the multidimensional nature of small business challenges, sometimes lacks an-

alytical coherence and theoretical integration. Many empirical studies invoke theoreti-

cal frameworks superficially without rigorous application of theoretical constructs to 

data analysis and interpretation. The tendency to employ single theoretical perspectives, 

whether the Resource-Based View, Institutional Theory, or Entrepreneurship Ecosys-

tem Theory, results in partial analytical coverage that fails to capture the complex in-



  

 

42 

 

terplay between internal organizational dynamics and external environmental condi-

tions (Niyonambaza & Ntegamaherezo, 2025; Tlhagale & Ndou, 2025). A more inte-

grated theoretical approach would enhance explanatory power. 

 

Third, the methodological approaches employed in existing studies exhibit limitations 

that constrain the validity and reliability of findings. Cross-sectional survey designs, 

while enabling efficient data collection from substantial samples, limit the capacity to 

establish causal relationships between identified challenges and business outcomes. 

The predominance of quantitative methodologies in many studies, while enabling sta-

tistical analysis of relationships between variables, may fail to capture the nuanced, 

context-specific, and processual dimensions of small business challenges that qualita-

tive approaches can illuminate (Banda et al., 2024; Niyonambaza & Ntegamaherezo, 

2025). 

 

Fourth, the existing literature exhibits temporal limitations that constrain the relevance 

of findings to contemporary conditions. Many studies, particularly those examining 

Zambian contexts, were conducted prior to significant economic, policy, and environ-

mental developments including the COVID-19 pandemic, recent macroeconomic chal-

lenges, policy reforms, and evolving climate conditions. The extent to which findings 

from earlier research remain applicable to current conditions is uncertain, underscoring 

the need for updated empirical investigations (Phiri & Mahlangu, 2025; International 

Monetary Fund, 2025). 

 

Fifth, the literature exhibits a notable gap regarding the lived experiences and subjective 

perspectives of small-scale entrepreneurs themselves. While many studies collect sur-

vey data regarding perceived challenges, fewer employ in-depth qualitative methodol-

ogies that enable entrepreneurs to articulate their experiences, interpretations, and cop-

ing strategies in their own terms (Omeihe et al., 2022). Research that privileges entre-

preneurial voices and perspectives can provide insights that standardized survey instru-

ments may fail to capture. 

 

Sixth, the literature's treatment of the informal sector, which encompasses the majority 

of small-scale businesses in contexts such as Petauke District, is often inadequate. 

Many studies focus primarily or exclusively on formally registered enterprises, exclud-

ing the substantial informal sector from analytical purview (UDF Space, 2024; MCTI, 
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2024). This exclusion is problematic both because informal enterprises constitute the 

predominant form of small business organization in rural African contexts and because 

the dynamics of informality itself represent an important dimension of the challenges 

confronting small businesses. 

 

Seventh, the existing literature exhibits limitations in addressing the intersectional di-

mensions of small business challenges. While some studies examine gender-specific 

challenges confronting female entrepreneurs, fewer systematically analyze how gender 

intersects with other dimensions of social difference including age, education, ethnicity, 

and geographic location to shape the experience of business constraints (UNDP, 2026; 

UNCTAD, 2025; CNBC Africa, 2025). The capacity for differentiated analysis that 

illuminates how challenges vary across diverse entrepreneurial populations is con-

strained by sample size limitations and analytical approaches that aggregate across het-

erogeneous populations. 

 

Eighth, the literature's treatment of policy and institutional contexts often lacks analyt-

ical specificity regarding the mechanisms through which policy frameworks and insti-

tutional arrangements affect small business outcomes. Many studies identify "policy 

constraints" or "institutional weaknesses" as broad challenge categories without sys-

tematically analyzing the specific policy provisions, institutional mechanisms, and im-

plementation processes that produce observed outcomes (Mer & Virdi, 2024; Hossain, 

2024). This lack of analytical specificity limits the capacity of research to generate ac-

tionable policy recommendations. 

 

Ninth, the existing literature exhibits limitations in addressing the dynamic and proces-

sual dimensions of small business challenges. Cross-sectional research designs capture 

challenges at specific temporal points but cannot illuminate how challenges evolve over 

time, how businesses navigate shifting constraint landscapes, or how the interaction of 

multiple challenges produces cumulative effects over business lifecycles (Niyonam-

baza & Ntegamaherezo, 2025). Longitudinal or retrospective research designs that cap-

ture temporal dynamics and developmental trajectories can provide insights that cross-

sectional approaches cannot generate. 

 

Tenth, the literature's treatment of success factors and adaptive strategies, while pre-

sent, is often less developed than the analysis of constraints. Understanding how some 
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small businesses manage to survive and grow despite challenging conditions is analyt-

ically important for identifying potential leverage points for intervention (Omeihe et 

al., 2022; UNECA, 2026). Research that examines both constraints and adaptive strat-

egies, and the conditions under which particular strategies prove effective, can generate 

more balanced and practically useful knowledge than research focused exclusively on 

challenges. 

 

Research Gap 

The preceding critical review of the literature reveals several significant research gaps 

that this study seeks to address. First, and most fundamentally, there exists a pro-

nounced empirical gap regarding small-scale business challenges in rural Zambian dis-

tricts generally, and in Petauke District specifically. While the literature contains stud-

ies examining SME challenges in Lusaka and selected other urban contexts (Banda et 

al., 2024; Phiri & Mahlangu, 2025), systematic empirical investigation of small busi-

ness challenges in rural districts such as Petauke remains virtually absent. This geo-

graphic gap is particularly significant given that rural small businesses operate within 

economic, infrastructural, and institutional conditions that differ substantially from 

those characterizing urban contexts (Village Capital & Small Foundation, 2024). 

 

Second, the existing literature exhibits a theoretical integration gap wherein studies 

typically employ single theoretical frameworks, limiting analytical comprehensiveness. 

The complex, multidimensional nature of small business challenges suggests that inte-

grated theoretical approaches combining complementary perspectives may offer en-

hanced explanatory power (Niyonambaza & Ntegamaherezo, 2025; Mer & Virdi, 2024; 

Tlhagale & Ndou, 2025). This study addresses this theoretical gap by employing an 

integrated framework that combines Entrepreneurship Ecosystem Theory, the Re-

source-Based View, and Institutional Theory. 

 

Third, the literature exhibits a methodological gap regarding the limited employment 

of mixed-methods approaches in research on Zambian small business challenges. Many 

existing studies rely exclusively or predominantly on quantitative survey methodolo-

gies, potentially missing the nuanced, context-specific, and experiential dimensions of 

challenges that qualitative approaches can illuminate (Banda et al., 2024). This study 
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addresses this methodological gap by employing a mixed-methods design that inte-

grates quantitative survey data collection with qualitative interviews and focus group 

discussions. 

 

Fourth, there exists a sectoral gap in the literature regarding the distinctive challenges 

confronting small businesses across different economic sectors. The agricultural orien-

tation of Petauke District's economy suggests that small businesses in this context may 

face challenges that differ from those confronting enterprises in more economically 

diversified urban settings (COLEAD, 2025). This study addresses this gap by examin-

ing small business challenges across multiple sectors represented in Petauke District. 

Fifth, the literature exhibits an informality gap wherein many studies exclude or inad-

equately address the informal sector enterprises that constitute the majority of small 

businesses in contexts such as Petauke District (UDF Space, 2024; MCTI, 2024). This 

study addresses this gap by including both formally registered and informal enterprises 

within the research population. 

 

Sixth, there exists a policy implementation gap in the literature regarding the translation 

of national-level MSME development policies and programs into tangible benefits for 

small businesses at the district level (Phiri & Mahlangu, 2025; Petauke Town Council, 

2022). This study addresses this gap by examining small business owners' awareness 

of, access to, and experiences with policy initiatives and support programs. 

 

Seventh, the literature exhibits a temporal relevance gap given that many existing stud-

ies were conducted prior to recent economic, policy, and environmental developments 

affecting small businesses in Zambia (International Monetary Fund, 2025). This study 

addresses this gap by providing contemporary empirical evidence regarding small busi-

ness challenges in Petauke District. 

 

Summary 

This chapter has provided a comprehensive review of scholarly literature pertaining to 

the challenges confronting small-scale businesses, organized around the study's three 

specific objectives. The review has documented extensive evidence regarding financial 

and capital-related challenges, including limited credit access, collateral constraints, 

high interest rates, and working capital inadequacies. Infrastructural and market-related 

challenges, including electricity unreliability, transportation constraints, market access 
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barriers, and telecommunications limitations, have been examined. Managerial, regu-

latory, and institutional challenges, encompassing competency deficits, regulatory 

complexities, and institutional weaknesses, have been critically analyzed. The empiri-

cal review has synthesized findings from global, regional, and local studies, establish-

ing the scholarly foundation for the present investigation. The personal critique has 

identified methodological and conceptual limitations in the existing literature, while the 

research gap analysis has articulated the specific knowledge gaps that this study seeks 

to address. 

 

III. Research Methodology 

Overview 

This chapter presents the methodological framework employed in investigating the 

challenges confronting small-scale businesses in Petauke District. The chapter articu-

lates the research design, describes the study site and target population, explains sample 

size determination and sampling techniques, and details data collection methods and 

procedures. The analytical approaches employed for data analysis are specified, and the 

ethical considerations governing the research process are elaborated. The methodolog-

ical choices described in this chapter are informed by the study's objectives, the char-

acteristics of the research context, and established best practices in social science re-

search methodology. Through transparent explication of methodological decisions and 

procedures, this chapter establishes the foundation for assessing the validity and relia-

bility of the study's findings. 

 

Research Design 

This study employs a mixed-methods research design that integrates quantitative and 

qualitative approaches within a convergent parallel framework. The quantitative com-

ponent utilizes a descriptive cross-sectional survey design to systematically collect data 

regarding the prevalence, severity, and distribution of challenges confronting small-

scale businesses in Petauke District. Cross-sectional survey designs are well-suited to 

research objectives involving the description of population characteristics and the ex-

amination of relationships between variables at a specific temporal point, as articulated 

by Creswell and Creswell (2018). This design enables the collection of standardized 

data from a substantial sample of small-scale business operators, facilitating statistical 
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analysis of challenge patterns across different business types, sectors, and demographic 

categories. 

 

The qualitative component of the research design employs semi-structured interviews 

and focus group discussions to generate rich, contextualized data regarding the lived 

experiences of small-scale entrepreneurs navigating the challenges identified through 

the quantitative survey. Qualitative approaches are particularly valuable for capturing 

the nuanced, processual, and experiential dimensions of social phenomena that stand-

ardized survey instruments may fail to illuminate, as argued by Merriam and Tisdell 

(2015). The integration of qualitative and quantitative components within a convergent 

parallel design enables methodological triangulation, wherein findings from different 

methodological approaches are compared and synthesized to generate more robust and 

comprehensive understandings than would be possible through either approach alone. 

The quantitative data provides breadth and generalizability, while the qualitative data 

provides depth and contextual richness. 

 

Study Site 

The study is conducted in Petauke District, situated in the Eastern Province of Zambia, 

approximately 400 kilometers east of the capital city Lusaka along the Great East Road. 

The district's economy is predominantly agricultural, with farmers cultivating maize, 

cotton, sunflower, groundnuts, and soybeans as primary crops (Petauke Town Council, 

2022). Industrial activities within the district include cotton ginning, small-scale maize 

milling, cooking oil refining, brewing, and artisanal saw-milling. The district's popula-

tion, estimated at approximately 307,000, is primarily comprised of Nsenga-speaking 

communities, with smaller populations of other ethnic groups. The selection of Petauke 

District as the study site is justified by several considerations: its representation of rural 

Zambian economic conditions; the predominance of small-scale businesses within its 

economic structure; the existence of both urban center and rural hinterland enabling 

examination of spatial variations in business challenges; and the relative absence of 

prior empirical research on small business challenges within this specific geographic 

context. 
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Target Population 

The target population for this study comprises all small-scale businesses operating 

within Petauke District, Eastern Province, Zambia. For the purposes of this investiga-

tion, small-scale businesses are defined in accordance with the MSME Development 

Policy of the Ministry of Commerce, Trade and Industry as business enterprises regis-

tered with the Patents and Companies Registration Agency possessing total investment 

between K1 and K200,000, annual sales turnover between K1 and K300,000, and em-

ploying between 1 and 50 workers (Zambia Development Agency, 2023). However, 

recognizing the predominance of informal sector activity within the district's small 

business landscape, the study also includes unregistered enterprises that meet the em-

ployment and scale criteria but have not completed formal registration procedures. 

 

The target population encompasses small-scale businesses operating across diverse 

economic sectors represented in Petauke District, including agricultural processing and 

marketing, retail and wholesale trade, transportation services, artisanal manufacturing, 

food preparation and hospitality, personal services, and repair and maintenance activi-

ties. This sectoral diversity enables examination of how challenges vary across different 

types of business activity, generating findings with broader applicability across the dis-

trict's small business landscape. The geographic distribution of the target population 

includes both enterprises located within Petauke Town, the district's urban center, and 

those operating in surrounding rural areas, enabling analysis of spatial variations in 

business challenges associated with differential access to infrastructure, markets, and 

support services. 

 

Sample Size 

The sample size for the quantitative survey component is determined through applica-

tion of Yamane's (1967) formula for sample size calculation in finite populations: n = 

N / (1 + N(e)²), where n represents the required sample size, N represents the population 

size, and e represents the desired margin of error. Given the absence of a comprehensive 

registry documenting all small-scale businesses in Petauke District, the population size 

is estimated based on extrapolation from available data sources including Petauke 

Town Council records, Zambia Development Agency registration data, and census in-

formation regarding economic activity. Based on an estimated population of approxi-

mately 3,000 small-scale businesses in the district, and applying a 5% margin of error, 

the calculated minimum sample size is 353 respondents. To accommodate potential 
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non-response and incomplete questionnaires, the target sample size is established at 

380 small-scale business owners or managers. For the qualitative component, approxi-

mately 30 semi-structured interviews and 4 focus group discussions, each comprising 

6-8 participants, are planned, with final numbers determined by theoretical saturation 

considerations. 

 

Sampling Techniques 

The study employs a multi-stage sampling strategy that combines probability and non-

probability sampling techniques to ensure both representativeness and the inclusion of 

information-rich cases. For the quantitative survey component, stratified random sam-

pling is employed, with stratification based on two criteria: geographic location (Pe-

tauke Town versus surrounding rural areas) and economic sector (agricultural pro-

cessing, retail trade, services, manufacturing). This stratification ensures that the sam-

ple adequately represents the diversity of small-scale businesses within the district and 

enables subgroup analysis examining variations in challenges across different business 

types and locations. Within each stratum, simple random sampling is utilized to select 

individual business units, with sampling frames constructed from available business 

listings supplemented by systematic field enumeration in areas lacking comprehensive 

listings. 

 

For the qualitative component, purposive sampling techniques are employed to select 

information-rich cases that can provide particularly insightful perspectives on small 

business challenges. Maximum variation sampling is utilized to ensure inclusion of 

participants representing diverse business characteristics including sector, size, loca-

tion, age of enterprise, and gender of owner/manager. This approach, recommended by 

Patton (2015) for qualitative inquiry, ensures that the range of experiences and perspec-

tives within the population is adequately captured. Additionally, snowball sampling is 

employed to identify and access informal sector entrepreneurs who may not appear in 

official listings and who might otherwise be difficult to recruit. The combination of 

these purposive sampling approaches ensures that the qualitative component generates 

data of sufficient depth and diversity to complement and enrich the quantitative find-

ings. 
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Data Collection Methods 

Primary data collection employs three complementary methods: structured question-

naires for the quantitative survey component, semi-structured interview guides for in-

depth individual interviews, and focus group discussion guides for group interactions. 

The structured questionnaire is designed to collect standardized data regarding respond-

ent demographic and business characteristics, as well as perceptions of challenges 

across the three primary dimensions examined in this study: financial and capital-re-

lated challenges, infrastructural and market-related obstacles, and managerial, regula-

tory, and institutional impediments. The questionnaire employs predominantly closed-

ended items utilizing Likert-type scales to measure the perceived severity of various 

challenges, supplemented by limited open-ended items enabling respondents to provide 

additional contextual information. 

 

The semi-structured interview guide is designed to facilitate in-depth exploration of the 

experiences, interpretations, and coping strategies of small-scale entrepreneurs navi-

gating the challenges identified in the research objectives. The guide is organized the-

matically around the three challenge dimensions while maintaining flexibility to pursue 

emergent themes and unexpected insights. The semi-structured format, as articulated 

by Kvale and Brinkmann (2015), enables systematic coverage of predetermined topics 

while allowing the interviewer the flexibility to probe responses, pursue unexpected 

lines of inquiry, and adapt questioning to the specific circumstances and perspectives 

of individual participants. Interviews are audio-recorded, with participant consent, and 

transcribed verbatim for subsequent analysis. 

 

Focus group discussions are employed to generate interactive data regarding shared 

experiences, collective interpretations, and group dynamics related to small business 

challenges in Petauke District. The focus group discussion guide is structured to facil-

itate group interaction around key challenge themes while allowing participants to re-

spond to each other's contributions, build upon shared understandings, and articulate 

points of consensus and disagreement. Focus groups are particularly valuable for ex-

ploring the social and collective dimensions of business challenges, including the role 

of informal networks, community norms, and shared institutional experiences, as ar-

gued by Morgan (2019). Focus group sessions are audio-recorded, with participant con-

sent, and transcribed verbatim for analysis. 
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Data Collection Procedure 

The data collection procedure is implemented through a systematic sequence of activi-

ties designed to ensure ethical compliance, data quality, and operational efficiency. 

Prior to commencing field data collection, research assistants are recruited and trained 

in questionnaire administration, interview techniques, research ethics, and data man-

agement procedures. Training encompasses both theoretical instruction and practical 

exercises, including role-play interviews and supervised pilot data collection, to ensure 

consistency and quality across data collectors. Research assistants are selected based 

on educational qualifications, prior research experience, familiarity with the local con-

text, and proficiency in local languages including Nsenga and Nyanja. 

 

Pilot testing of research instruments is conducted with a small sample of small-scale 

business owners in a neighboring district with similar characteristics to Petauke but 

excluded from the main study. The pilot test serves multiple purposes: assessing the 

clarity and comprehensibility of questionnaire items, evaluating the appropriateness of 

language and terminology, estimating completion time requirements, and identifying 

any logistical challenges that may arise during main data collection. Based on pilot test 

findings, instruments are refined to enhance clarity, reduce respondent burden, and im-

prove data quality. Pilot test data is excluded from the main analysis. 

 

Main data collection proceeds through a phased approach. The quantitative survey is 

administered first, with research assistants visiting sampled business premises to ad-

minister questionnaires through face-to-face interviews. This approach, while resource-

intensive, yields higher response rates and data quality than self-administered alterna-

tives, particularly in contexts characterized by variable literacy levels. Following com-

pletion of the quantitative survey, qualitative data collection commences with semi-

structured interviews and focus group discussions. Interviews are conducted at loca-

tions and times convenient for participants, typically at business premises or neutral 

community venues. Each interview lasts approximately 45-60 minutes, while focus 

group discussions extend to 90-120 minutes. All data collection activities are conducted 

in languages preferred by participants, with translation support provided as necessary. 

 

Data Analysis 

Quantitative data analysis employs descriptive and inferential statistical techniques im-

plemented through the Statistical Package for Social Sciences (SPSS) software. Initial 
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analysis involves data cleaning and verification procedures including checking for com-

pleteness, identifying outliers, and assessing patterns of missing data. Descriptive sta-

tistics including frequencies, percentages, means, and standard deviations are computed 

to characterize the sample and to describe the prevalence and perceived severity of var-

ious challenges confronting small-scale businesses. Cross-tabulation and chi-square 

tests of independence are employed to examine associations between challenge percep-

tions and business characteristics including sector, location, size, and owner de-

mographics. Independent samples t-tests and one-way analysis of variance (ANOVA) 

are utilized to assess differences in mean challenge scores across different categories 

of businesses. 

 

Qualitative data analysis employs thematic analysis procedures as articulated by Braun 

and Clarke (2022). Analysis commences with familiarization with the data through re-

peated reading of transcripts and listening to audio recordings. Initial coding is con-

ducted to identify discrete elements of meaning within the data, with codes applied to 

segments of text representing specific ideas, experiences, or perspectives related to 

small business challenges. Codes are subsequently organized into broader themes that 

capture patterns of meaning across the dataset. Thematic development is an iterative 

process involving constant comparison within and between transcripts, refinement of 

theme definitions, and assessment of relationships between themes. NVivo qualitative 

data analysis software is utilized to facilitate systematic coding and theme development, 

enabling efficient management of the substantial textual data generated through inter-

views and focus group discussions. 

 

The integration of quantitative and qualitative findings is achieved through a conver-

gent analytical approach wherein results from both methodological strands are com-

pared, contrasted, and synthesized to generate comprehensive understanding. Areas of 

convergence, wherein qualitative findings corroborate quantitative patterns, are identi-

fied as providing robust evidence regarding particular challenges. Areas of divergence 

or tension, wherein qualitative findings suggest different interpretations or reveal di-

mensions not captured in quantitative measures, are examined as sources of analytical 

insight. The integrated analysis addresses the research questions by drawing upon the 

complementary strengths of both methodological approaches, with quantitative data 

providing breadth and generalizability and qualitative data providing depth and contex-

tual richness. 
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Ethical Considerations 

This research is conducted in accordance with established ethical principles governing 

social science research involving human participants. Prior to commencing data collec-

tion, ethical approval is obtained from the relevant institutional review board. The re-

search adheres to the fundamental ethical principles of respect for persons, beneficence, 

and justice as articulated in international research ethics frameworks. Specific ethical 

procedures implemented in this study are elaborated in the following paragraphs. 

 

Informed consent is obtained from all research participants prior to their involvement 

in any data collection activities. The consent process involves providing potential par-

ticipants with clear, comprehensible information regarding the purpose of the research, 

the nature of their participation, the anticipated time commitment, potential risks and 

benefits, confidentiality protections, and their right to withdraw from the study at any 

time without penalty. Information is provided in languages accessible to participants, 

with translation support available as needed. Consent is documented through signed 

consent forms for literate participants and through witnessed verbal consent for partic-

ipants with limited literacy, with appropriate documentation maintained. 

 

Confidentiality and privacy protections are rigorously implemented throughout the re-

search process. Participants are assigned unique identification codes, with personal 

identifying information stored separately from research data in secure, access-con-

trolled locations. All research data, including questionnaire responses, interview tran-

scripts, and audio recordings, are stored on password-protected devices and secure 

cloud storage platforms with access restricted to the research team. Reporting of find-

ings employs aggregated statistics and anonymized quotations, with care taken to en-

sure that individual participants cannot be identified from the information presented. 

 

The principle of beneficence is operationalized through careful attention to minimizing 

potential burdens on participants while maximizing the potential benefits of research 

participation. Data collection procedures are designed to minimize disruption to partic-

ipants' business activities, with flexible scheduling accommodating participants' avail-

ability. The research is conducted with awareness of the potential vulnerability of 

small-scale entrepreneurs, particularly those operating in the informal sector, and pro-

cedures are implemented to ensure that participation does not expose participants to 

any adverse consequences.  
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Summary 

This chapter has articulated the methodological framework employed in investigating 

the challenges confronting small-scale businesses in Petauke District. The mixed-meth-

ods research design, integrating quantitative survey and qualitative interview and focus 

group approaches, has been justified as appropriate for addressing the study's objec-

tives. The study site, target population, sample size determination, and sampling tech-

niques have been specified with attention to ensuring representativeness and inclusion 

of diverse perspectives. Data collection methods and procedures have been detailed, 

with emphasis on instrument development, pilot testing, and systematic field imple-

mentation. Analytical approaches for both quantitative and qualitative data have been 

described, including procedures for integrated analysis and findings synthesis. Ethical 

considerations governing the research process have been elaborated, demonstrating 

commitment to protecting participant welfare and maintaining research integrity.  

 

IV. Data Presentation 

Overview 

This chapter presents the empirical findings derived from the investigation of chal-

lenges confronting small-scale businesses in Petauke District. The presentation is orga-

nized in accordance with the study's three specific objectives, examining respectively 

the financial and capital-related challenges, infrastructural and market-related obsta-

cles, and managerial, regulatory, and institutional impediments. The chapter com-

mences with presentation of demographic characteristics of the research participants, 

establishing the contextual foundation for interpretation of subsequent findings. Quan-

titative data derived from the structured questionnaire survey are presented in tabular 

format accompanied by narrative description, while qualitative data from semi-struc-

tured interviews and focus group discussions are presented in thematic format with il-

lustrative quotations. This integrated presentation approach enables comprehensive un-

derstanding of the multifaceted challenges confronting small-scale businesses in the 

study context. 

 

Demographic Characteristics of the Participants 
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Figure 2: Gender Distribution of Respondents 

Source: Fieldwork (2026) 

 

The gender distribution of survey respondents indicates a male predominance among 

small-scale business operators in Petauke District, with males constituting 56.6% 

(n=198) and females 43.4% (n=152) of the sample. This distribution reflects broader 

patterns of gendered entrepreneurship in rural Zambian contexts, wherein women's 

business participation, while substantial, remains lower than men's. The qualitative data 

reveals that female entrepreneurs face distinctive challenges including limited access 

to collateral due to property ownership restrictions and competing demands from 

household responsibilities, corroborating the importance of gender-disaggregated anal-

ysis in understanding small business challenges. 

 
Figure 3: Age Distribution of Respondents 
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Source: Fieldwork (2026) 

 

The age distribution reveals that the majority of small-scale business operators in Pe-

tauke District fall within the economically active age range of 26-45 years, collectively 

accounting for 63.5% of respondents. Youth entrepreneurs aged 18-25 constitute 14.9% 

of the sample, while older operators aged 56 and above represent 7.1%. Qualitative data 

from focus group discussions indicates that youth entrepreneurs face particular con-

straints related to limited startup capital and restricted access to credit, while older op-

erators benefit from accumulated experience and established customer relationships but 

may struggle with technology adoption and adapting to changing market conditions. 

 
Figure 4: Educational Attainment of Respondents 

Source: Fieldwork (2026) 

 

Educational attainment data reveals that 44.0% of respondents have completed second-

ary education, while 22.0% possess tertiary qualifications. Notably, 8.0% report no for-

mal education, and 26.0% have only primary education. Interview data suggests that 

educational attainment is associated with differential capacities for financial manage-

ment, regulatory compliance, and strategic planning, with more educated entrepreneurs 

demonstrating greater awareness of available support programs and enhanced capacity 

for navigating complex institutional environments. 
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Figure 5: Business Sector Distribution 

Source: Fieldwork (2026) 

 

The sectoral distribution reveals the predominance of retail trade activities, accounting 

for 32.0% of surveyed businesses, followed by agricultural processing (16.0%), food 

and hospitality (14.0%), and transportation services (12.0%). This distribution reflects 

the agricultural economic base of Petauke District and the limited industrial diversifi-

cation characteristic of rural Zambian contexts. Qualitative data reveals that sector-spe-

cific challenges exist, with agricultural processors highlighting seasonal cash flow con-

straints, transportation operators emphasizing infrastructure deficiencies, and retailers 

noting intense competition from informal vendors. 

 

Financial and Capital-Related Challenges (Objective 1) 

 
Figure 6: Access to Formal Credit 
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Source: Fieldwork (2026) 

 

The data reveals profound financial exclusion among small-scale businesses in Petauke 

District, with merely 12.0% of respondents reporting having successfully accessed for-

mal credit from banks or microfinance institutions. A substantial 28.0% have applied 

for credit but been rejected, while 60.0% have never applied for formal credit. The 

predominant reasons for non-application cited by respondents include anticipation of 

rejection, lack of required collateral, and perceived complexity of application proce-

dures. Qualitative data from interviews illuminates this finding: "I have never even tried 

to go to the bank. Everyone knows they will ask for things I don't have—title deeds, 

business registration, audited accounts. Why waste my time?" (Female retailer, age 34). 

 

 
Figure 7: Perceived Barriers to Credit Access (Multiple Response) 

Source: Fieldwork (2026) 

 

Among respondents, 82.0% identified lack of collateral as a barrier to credit access, 

72.0% cited high interest rates, and 66.0% noted complex application procedures. The 

collateral constraint reflects the limited asset holdings of small-scale entrepreneurs, par-

ticularly those operating from rented premises and lacking titled property. A focus 

group participant articulated this challenge: "The bank wants a house as security, but I 

rent my shop. My stock is my only asset, but they don't accept that. So how can I get a 

loan?" (Male retailer, age 41). 
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Figure 8: Sources of Business Financing (Multiple Response) 

Source: Fieldwork (2026) 

 

Personal savings constitute the predominant source of business financing, utilized by 

90.0% of respondents, followed by family and friends (68.0%) and informal money-

lenders (44.0%). Formal financing sources, including microfinance institutions 

(18.0%), commercial banks (10.0%), and government programs (6.0%), play relatively 

minor roles. An interviewee explained: "My business started with money I saved from 

farming. Then my brother helped me with some capital. The bank is not for people like 

us." (Male agricultural processor, age 38). 

 
Figure 9: Working Capital Adequacy 

Source: Fieldwork (2026) 



  

 

60 

 

Working capital inadequacy is reported by a substantial majority of respondents, with 

48.0% describing their working capital as inadequate and an additional 20.0% as se-

verely inadequate. Only 8.0% report fully adequate working capital. This finding un-

derscores the operational constraints facing small businesses, limiting capacity for in-

ventory expansion, marketing activities, and weather-related business fluctuations. A 

focus group participant articulated:  

 

"Some months I cannot even restock properly. When customers come and I don't have 

what they want, they go elsewhere. Then I lose them forever." (Female retailer, age 29). 

The qualitative data provides rich contextualization of the financial challenges docu-

mented in the quantitative survey. Thematic analysis of interview and focus group tran-

scripts reveals several interconnected themes characterizing the financial constraints 

confronting small-scale businesses in Petauke District. 

 

The theme of "institutional exclusion" permeates participants' accounts of their rela-

tionships with formal financial institutions. One interviewee explained:  

 

"The banks are not for us. They want people with big businesses, with proper papers, 

with houses. We are invisible to them." (Male transportation operator, age 33).  

This perception of exclusion is reinforced by experiences of rejected applications: 

 "I tried once, five years ago. They wanted so many documents—tax clearance, busi-

ness plan, three years of accounts. I couldn't provide half of them. I never tried again." 

(Female food vendor, age 42). 

 

The theme of "predatory informal finance" captures participants' experiences with in-

formal moneylenders. While providing accessible credit, these arrangements impose 

substantial burdens:  

"The kaloba [moneylender] will give you money today, but tomorrow you are his slave. 

The interest eats everything. Sometimes I think it's better not to borrow at all." (Male 

retailer, age 45).  

 

Another participant described:  

"I borrowed K2,000. After three months I had paid back K3,500 and still owed K1,000. 

How can a business survive like that?" (Female agricultural processor, age 37). 

The theme of "self-reliance and mutual support" captures alternative financing strate-

gies:  
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"We have a chilimba [rotating savings group] with ten women. Each month we con-

tribute K200, and one person takes K2,000. It helps, but it's not enough for real business 

growth." (Female retailer, age 31).  

 

Another participant noted:  

"My family is my bank. When I need money, I ask my brothers. When they need, they 

ask me. It works, but there are limits." (Male service provider, age 39). 

 

Infrastructural and Market-Related Challenges (Objective 2) 

Table 1: Electricity Supply Reliability 

Electricity Reliability Frequency Percentage 

Very reliable 14 4.0% 

Somewhat reliable 63 18.0% 

Unreliable 168 48.0% 

Very unreliable 105 30.0% 

Total 350 100% 

Source: Fieldwork (2026) 

Electricity supply unreliability is reported by a substantial majority of respondents, with 

48.0% describing supply as unreliable and 30.0% as very unreliable. Merely 4.0% re-

port very reliable electricity access. This infrastructure deficiency has significant im-

plications for business operations, particularly for enterprises requiring power for pro-

cessing, preservation, or lighting. An interviewee explained:  

 

"When ZESCO goes off, my grinding mill stops. Customers go to competitors who 

have generators. But I cannot afford a generator." (Male miller, age 46). 

 

Table 2: Impact of Infrastructure Deficiencies on Business Operations 

Infrastructure Challenge Frequency Percentage of Respondents 

Increased operational costs 273 78.0% 

Reduced productivity 245 70.0% 

Lost business opportunities 231 66.0% 

Product spoilage/damage 168 48.0% 

Restricted operating hours 147 42.0% 

Source: Fieldwork (2026) 

Infrastructure deficiencies impose multiple operational burdens, with 78.0% of re-

spondents citing increased operational costs, 70.0% noting reduced productivity, and 

66.0% reporting lost business opportunities. Product spoilage affects 48.0% of respond-
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ents, while 42.0% experience restricted operating hours due to infrastructure limita-

tions. A focus group participant articulated: "Without reliable electricity, I cannot keep 

drinks cold. Customers want cold drinks. When the power is off for many hours, I lose 

sales and sometimes the drinks go bad." (Female restaurant owner, age 35). 

 

Table 3: Transportation Challenges 

Transportation Challenge Frequency Percentage 

Transportation Challenge Frequency Percentage 

High transport costs 294 84.0% 

Poor road conditions 266 76.0% 

Limited vehicle availability 189 54.0% 

Seasonal impassability 175 50.0% 

Inadequate public transport 147 42.0% 

Source: Fieldwork (2026) 

Transportation challenges are pervasive, with 84.0% citing high transport costs and 

76.0% noting poor road conditions. Seasonal impassability affects 50.0% of respond-

ents, reflecting the vulnerability of the district's unpaved road network to rainy season 

conditions. An interviewee explained: 

 

 "During the rains, the road to my village becomes impossible. I cannot get supplies, 

and customers cannot reach me. Sometimes I just close the shop for weeks." (Male rural 

retailer, age 52). 

 

Table 4: Market Access Barriers (Multiple Response) 

Market Access Barrier Frequency Percentage of Respondents 

Limited local purchasing power 259 74.0% 

Competition from larger businesses 224 64.0% 

Distance to major markets 203 58.0% 

Lack of market information 189 54.0% 

Informal sector competition 175 50.0% 

Source: Fieldwork (2026) 

Market access barriers are substantial, with 74.0% citing limited local purchasing 

power, 64.0% noting competition from larger businesses, and 58.0% identifying dis-

tance to major markets as constraints. A focus group participant articulated: "People 

here have money only during harvest time. The rest of the year, business is very slow. 

You cannot grow a business when customers have no money most of the year." (Female 

retailer, age 38). 
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Qualitative data provides rich contextualization of the infrastructural and market chal-

lenges confronting small-scale businesses. The theme of "infrastructure as constraint" 

permeates participants' accounts: 

 

 "Everything is harder here. No reliable power, bad roads, expensive transport. Running 

a business in Petauke is like running with weights on your legs." (Male manufacturer, 

age 41).  

 

Another participant noted:  

"I wanted to start a cold storage business, but with the power situation, it's impossible. 

The generator costs would eat all the profit." (Female entrepreneur, age 33). 

The theme of "geographic isolation" captures the market access challenges: 

 "We are far from Chipata, far from Lusaka. Transport costs make our products expen-

sive. Sometimes it's cheaper for customers to buy from bigger towns, even with the 

distance." (Male agricultural processor, age 47).  

 

Another participant explained:  

"I produce honey, good quality. But getting it to market in Lusaka costs so much that 

my profit disappears. There is no middle ground." (Female producer, age 44). 

The theme of "informal competition" emerges strongly:  

"Those selling on the street don't pay rent, don't pay taxes, don't have licenses. How 

can I compete when my costs are so much higher?" (Male formal retailer, age 39).  

 

A focus group participant added: 

 "The council tries to control street vending, but people need to survive. I understand 

both sides, but my business suffers." (Female shop owner, age 36). 

 

Managerial, Regulatory, and Institutional Challenges  

Table 5: Business Management Training 

Training Received Frequency Percentage 

Formal business training 49 14.0% 

Informal apprenticeship only 126 36.0% 

No formal or informal training 175 50.0% 

Total 350 100% 

Source: Fieldwork (2026) 

Managerial capacity constraints are evident in the limited training received by respond-

ents. Only 14.0% report having received formal business management training, while 
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36.0% have undergone informal apprenticeship, and 50.0% report no formal or infor-

mal business training whatsoever. An interviewee explained: "I learned by doing. I 

made mistakes, lost money, learned slowly. No one taught me how to keep records, 

how to price, how to manage cash. I wish I had known these things earlier." (Male 

retailer, age 42). 

 

Table 6: Record-Keeping Practices 

Record-Keeping Practice Frequency Percentage 

Formal accounting records 42 12.0% 

Basic manual records 154 44.0% 

Mental records only 112 32.0% 

No records maintained 42 12.0% 

Total 350 100% 

Source: Fieldwork (2026) 

Record-keeping practices reflect limited financial management capacity, with only 

12.0% maintaining formal accounting records. Basic manual records are kept by 44.0%, 

while 32.0% rely on mental records alone, and 12.0% maintain no records whatsoever. 

A focus group participant explained: "I know what I bought and what I sold. I don't 

need to write everything down. But sometimes I'm not sure if I'm really making profit 

or just surviving." (Female vendor, age 29). 

 

Table 7: Business Registration Status 

Registration Status Frequency Percentage 

Formally registered (PACRA) 77 22.0% 

Local authority license only 133 38.0% 

Completely unregistered 140 40.0% 

Total 350 100% 

Source: Fieldwork (2026) 

Business registration data reveals substantial informality, with only 22.0% of respond-

ents fully registered with PACRA. Local authority licenses only are held by 38.0%, 

while 40.0% operate completely unregistered. Reasons for non-registration cited in 

qualitative data include perceived costs, complex procedures, and limited perceived 

benefits. An interviewee explained: "Why should I register? It costs money and time. 

What do I get in return? Nothing that I can see." (Male informal trader, age 31). 
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Table 8: Awareness and Utilization of Government Support Programs 

Support Program Awareness/Utilization Frequency Percentage 

Aware and have utilized 28 8.0% 

Aware but not utilized 105 30.0% 

Not aware of any programs 217 62.0% 

Total 350 100% 

Source: Fieldwork (2026) 

Awareness and utilization of government support programs is remarkably low, with 

62.0% of respondents unaware of any support programs. Only 8.0% are both aware of 

and have utilized such programs. This finding reveals substantial implementation gaps 

between national policy articulation and district-level service delivery. A focus group 

participant articulated: "Government talks about helping small businesses, but we never 

see anything here. The programs are for people in Lusaka, not for us in Petauke." (Fe-

male service provider, age 37). 

 

Qualitative data provides rich contextualization of managerial, regulatory, and institu-

tional challenges. The theme of "capacity constraints" captures limitations in business 

management knowledge:  

"I know my trade—I can fix any bicycle. But running a business? That's different. I 

don't know how to grow, how to plan. I just work day to day." (Male repair shop owner, 

age 28). 

 

 Another participant noted:  

"Record keeping, marketing, customer relations—these things I learned by trial and 

error. Some errors were expensive." (Female retailer, age 45). 

 

The theme of "regulatory burden" emerges in participants' accounts:  

"The council people come asking for this license, that permit. Every time they want 

money. But what do they give us? Nothing. No services, no support, just demands." 

(Male trader, age 39). 

 

 Another participant explained:  

"I wanted to register my business properly. I went to Chipata, spent two days, spent 

money on transport and fees. Then they wanted more documents. I gave up." (Female 

entrepreneur, age 34). 
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The theme of "institutional absence" captures the limited reach of support institutions:  

"ZDA? CEEC? These are names I hear on radio, but they are not here in Petauke. If I 

have a problem, I solve it myself or ask my neighbors. There is no one else." (Male 

service provider, age 51).  

 

A focus group participant added:  

"We hear about programs, but they never reach us. It's like we are forgotten out here." 

(Female agricultural processor, age 43). 

 

Summary 

This chapter has presented empirical findings from the investigation of challenges con-

fronting small-scale businesses in Petauke District. The demographic analysis reveals 

a predominantly male, middle-aged entrepreneur population with varied educational 

backgrounds operating across diverse sectors. Financial challenges are pervasive, char-

acterized by profound credit exclusion, collateral constraints, high interest rates, and 

working capital inadequacies. Infrastructural challenges include unreliable electricity, 

poor transportation infrastructure, and significant market access barriers. Managerial, 

regulatory, and institutional challenges encompass limited business training, inade-

quate record-keeping, widespread informality, and limited awareness and utilization of 

support programs. The qualitative data provides rich contextualization of these quanti-

tative patterns, revealing the lived experiences of small-scale entrepreneurs navigating 

a challenging operational environment. 

V. Conclusion and Recommendations 

Overview 

This chapter presents the discussion of findings, conclusion, and recommendations de-

rived from the investigation of challenges confronting small-scale businesses in Pe-

tauke District. The discussion section situates the empirical findings within the broader 

scholarly literature, comparing and contrasting results with those of previous studies 

while drawing upon the theoretical frameworks underpinning the research. The conclu-

sion section synthesizes key findings and articulates their implications for understand-

ing small business challenges in rural Zambian contexts. The recommendations section 

provides evidence-based guidance for policy-makers, institutional actors, and practi-

tioners concerned with small business development. The chapter concludes with sug-

gestions for future research directions and a summary of the study's contributions. 
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Discussion of Findings 

The finding that merely 12.0% of surveyed small-scale businesses have successfully 

accessed formal credit aligns closely with broader patterns documented in the Zambian 

and regional literature. The Zambia Country Private Sector Diagnostic reports that only 

10% of Zambian firms have access to bank credit, substantially below the sub-Saharan 

African average of 20% (International Finance Corporation, 2024). This convergence 

between the present study's district-level findings and national-level statistics suggests 

that financial exclusion is not merely an urban phenomenon but extends pervasively 

into rural contexts such as Petauke District. The finding resonates with Beck and 

Demirguc-Kunt's (2006) foundational research establishing that access to finance rep-

resents the most significant obstacle to SME growth in developing economies, with 

smaller firms consistently reporting more severe financing constraints than their larger 

counterparts. 

 

The identification of collateral requirements as a primary barrier to credit access, cited 

by 82.0% of respondents, corresponds with findings from other African contexts. Ni-

yonambaza and Ntegamaherezo (2025), in their study of SME growth constraints in 

Rwanda's Musanze District, found that insufficient collateral to secure bank loans was 

identified as a critical constraint, with respondents reporting a mean agreement score 

of 4.18 regarding the significance of this obstacle. The consistency of this finding 

across different African contexts underscores the structural nature of collateral con-

straints within financial systems characterized by weak information infrastructures and 

limited enforcement mechanisms. The Resource-Based View provides analytical pur-

chase on this constraint, highlighting how limited asset endowments systematically dis-

advantage small enterprises in accessing the financial resources necessary for growth. 

 

The finding that 72.0% of respondents identified high interest rates as a barrier to credit 

access aligns with research documenting elevated borrowing costs across African fi-

nancial markets. Niyonambaza and Ntegamaherezo (2025) found that high interest rates 

scored a mean value of 4.26 in their study of Rwandan SMEs, indicating the severity 

of this constraint. The interaction between collateral requirements and interest rate 

structures creates a dual barrier wherein even those businesses capable of meeting col-

lateral requirements face prohibitive borrowing costs that undermine the economic vi-

ability of debt-financed expansion. This finding illuminates a critical dimension of the 
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financial constraints conceptualized in the study's framework, demonstrating how mul-

tiple financial barriers interact to produce cumulative constraints on small business de-

velopment. 

 

The predominance of personal savings (90.0%) and family and friends (68.0%) as fi-

nancing sources reflects patterns documented across developing country contexts. The 

limited role of formal financial institutions in small business financing underscores the 

depth of financial exclusion and the reliance on informal mechanisms that, while ac-

cessible, are characterized by limited scale and scope. This finding resonates with in-

stitutional theory perspectives emphasizing how institutional voids compel actors to 

rely on informal arrangements to structure economic activities (Omeihe et al., 2022). 

The reliance on informal financing mechanisms represents both an adaptive response 

to formal financial exclusion and a constraint on business growth, given the limited 

capital mobilization capacity of informal arrangements. 

 

The finding that 68.0% of respondents report inadequate or severely inadequate work-

ing capital illuminates an operational constraint that is conceptually distinct from access 

to term credit but equally consequential for business performance. This finding aligns 

with research documenting working capital constraints among Zambian small busi-

nesses (Mwanza et al., 2025). The seasonal fluctuations in economic activity character-

istic of Petauke District's agricultural economy compound working capital challenges, 

creating pronounced cash flow cycles that small businesses must navigate. The Re-

source-Based View highlights how inadequate working capital represents a critical re-

source deficiency that constrains operational flexibility and limits capacity to capitalize 

on market opportunities. 

 

The finding that 78.0% of respondents report unreliable or very unreliable electricity 

supply corresponds with broader patterns documented in infrastructure assessments of 

rural Zambian contexts. The IMF's analysis of private sector development bottlenecks 

in sub-Saharan Africa identifies infrastructure deficiencies as the obstacle most fre-

quently cited by firms in perception-based assessments (International Monetary Fund, 

2025). The qualitative data revealing that unreliable electricity disrupts production pro-

cesses, damages equipment, and elevates operational costs resonates with the broader 

literature on infrastructure constraints in African contexts. The Entrepreneurship Eco-
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system Theory illuminates how infrastructure deficiencies within the ecosystem do-

main create cascading constraints that undermine entrepreneurial outcomes across the 

entire system. 

 

The transportation challenges identified in this study, with 84.0% citing high transport 

costs and 76.0% noting poor road conditions, align with research documenting the in-

frastructure constraints confronting rural enterprises. The seasonal impassability affect-

ing 50.0% of respondents reflects the vulnerability of rural road networks to climatic 

conditions, a finding with particular salience given changing precipitation patterns as-

sociated with climate change. These transportation constraints directly affect small 

businesses through elevated input costs, restricted market access, and increased product 

spoilage, as articulated in the study's conceptual framework. The Resource-Based View 

illuminates how limited transportation infrastructure represents a critical resource defi-

ciency that constrains the geographic reach and operational efficiency of small enter-

prises. 

 

The market access barriers identified in this study, including limited local purchasing 

power (74.0%), competition from larger businesses (64.0%), and distance to major mar-

kets (58.0%), reflect the structural constraints confronting rural small businesses. These 

findings resonate with research documenting the competitive disadvantages facing rural 

enterprises relative to their urban counterparts. The Entrepreneurship Ecosystem The-

ory illuminates how market domain deficiencies within the ecosystem constrain entre-

preneurial outcomes, while Institutional Theory highlights how formal and informal 

institutional arrangements shape market access conditions. 

 

The finding that only 14.0% of respondents have received formal business management 

training illuminates significant human capital constraints confronting small-scale en-

trepreneurs in Petauke District. This finding aligns with research by Mer and Virdi 

(2024), who documented notable shortages of skilled labor and development initiatives 

within SMEs in emerging economies, with pressing needs for additional technical and 

managerial skills to remain competitive in the marketplace. The Resource-Based View 

highlights how limited human capital represents a critical intangible resource defi-

ciency that constrains the capacity for effective resource utilization and strategic adap-

tation. 
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The record-keeping practices documented in this study, with only 12.0% maintaining 

formal accounting records and 32.0% relying on mental records alone, reflect the lim-

ited financial management capabilities of small-scale entrepreneurs. This finding reso-

nates with research examining planning practices among micro and small enterprises 

in Lusaka, which revealed that these enterprises lack information about planning and 

possess limited financial capacity and ability to plan for long-term sustainability 

(Mwanza et al., 2025). The consistency of this finding across urban and rural contexts 

suggests that managerial capacity constraints are pervasive rather than localized phe-

nomena. 

 

The business registration data revealing that only 22.0% of respondents are fully regis-

tered with PACRA, while 40.0% operate completely unregistered, documents the sub-

stantial informality characterizing the small business sector in Petauke District. This 

finding aligns with broader patterns of informality documented in Zambian and African 

small business literature. Institutional Theory illuminates how the costs and complexi-

ties of formalization, combined with limited perceived benefits, create incentives for 

informality that perpetuate exclusion from formal institutional support mechanisms. 

The finding underscores the significance of the informality dimension in understanding 

small business challenges in contexts such as Petauke District. 

 

The awareness and utilization data regarding government support programs, with 

62.0% of respondents unaware of any support programs and only 8.0% having utilized 

such programs, reveals substantial implementation gaps between national policy artic-

ulation and district-level service delivery. This finding resonates with critiques of pol-

icy implementation in developing country contexts, highlighting the disjuncture be-

tween policy intentions and practical outcomes. Institutional Theory illuminates how 

weak institutional capacity at the district level, combined with limited accountability 

mechanisms, perpetuates implementation gaps that undermine the effectiveness of pol-

icy frameworks designed to support small business development. 

 

The qualitative finding regarding "institutional absence" in Petauke District, wherein 

support institutions such as ZDA and CEEC are perceived as distant and inaccessible, 

provides important contextualization for the quantitative data on program utilization. 

This finding underscores the spatial dimensions of institutional support, wherein rural 
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districts suffer from systematic disadvantages in accessing services concentrated in ur-

ban centers. The Entrepreneurship Ecosystem Theory illuminates how ecosystem defi-

ciencies in rural contexts create cumulative disadvantages that constrain entrepreneurial 

outcomes relative to urban settings. 

 

The qualitative finding regarding "predatory informal finance" illuminates the darker 

dimensions of informal credit markets that quantitative data alone may fail to capture. 

Participants' accounts of exorbitant interest rates and coercive enforcement practices 

underscore the costs of financial exclusion that extend beyond purely economic dimen-

sions. This finding resonates with critical perspectives on informal finance in develop-

ing country contexts, highlighting how the absence of formal financial inclusion leaves 

small entrepreneurs vulnerable to exploitative arrangements that undermine business 

sustainability. 

 

The finding that female entrepreneurs constitute 43.4% of survey respondents, while 

substantial, still indicates gender disparities in business participation. Qualitative data 

revealing distinctive challenges facing female entrepreneurs, including property own-

ership restrictions limiting collateral availability and competing household responsibil-

ities, aligns with research documenting gender-specific constraints in African small 

business contexts. The Revised MSME Development Policy explicitly identifies gender 

as a cross-cutting issue affecting MSME development (Ministry of Commerce, Trade 

and Industry, 2023), yet the translation of this recognition into effective gender-respon-

sive programming at the district level appears limited. 

 

The finding that youth entrepreneurs aged 18-25 constitute only 14.9% of respondents, 

despite constituting a substantial proportion of the district's population, suggests barri-

ers to youth entrepreneurship entry. Qualitative data indicating that youth face particu-

lar constraints related to startup capital and credit access aligns with research docu-

menting the distinctive challenges confronting young entrepreneurs. The prominence 

of bicycle taxi businesses among youth in Petauke District illustrates both entrepre-

neurial initiative and the constrained opportunity structure within which youth entre-

preneurship occurs. 

 

The sectoral distribution of survey respondents, with retail trade predominating (32.0%) 

followed by agricultural processing (16.0%), reflects the economic structure of Petauke 
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District as documented in available sources (Petauke Town Council, 2022). The finding 

that sector-specific challenges exist, with agricultural processors highlighting seasonal 

cash flow constraints and retailers noting intense informal competition, underscores the 

importance of disaggregated analysis in understanding small business challenges. This 

finding resonates with calls in the literature for context-sensitive and sector-specific 

interventions rather than standardized approaches to small business support. 

 

The convergence between quantitative survey findings and qualitative interview and 

focus group data across multiple challenge dimensions enhances confidence in the va-

lidity and reliability of the study's findings. Methodological triangulation reveals con-

sistent patterns wherein qualitative accounts provide rich contextualization for the sta-

tistical patterns documented in the quantitative survey. This convergence strengthens 

the evidentiary foundation for the study's conclusions and recommendations while 

demonstrating the value of mixed-methods approaches in small business research. 

 

Conclusion 

This study has systematically investigated the challenges confronting small-scale busi-

nesses in Petauke District, Eastern Province, Zambia, generating empirical evidence 

regarding the multifaceted constraints that impede small business development within 

this rural context. The investigation has addressed three primary challenge dimen-

sions—financial and capital-related constraints, infrastructural and market-related ob-

stacles, and managerial, regulatory, and institutional impediments—employing a 

mixed-methods research design that integrates quantitative survey methodologies with 

qualitative interview and focus group approaches. The findings reveal a constellation 

of interconnected challenges that collectively constrain small business growth, sustain-

ability, and developmental contribution. 

 

Financial and capital-related constraints constitute the most severe and pervasive chal-

lenges confronting small-scale businesses in Petauke District. The study has docu-

mented profound financial exclusion, with merely 12.0% of surveyed businesses hav-

ing successfully accessed formal credit and 82.0% identifying lack of collateral as a 

primary barrier to credit access. High interest rates, cited by 72.0% of respondents, 

compound the constraints facing those few businesses capable of meeting collateral 

requirements. Working capital inadequacy affects 68.0% of businesses, limiting oper-

ational flexibility and capacity for growth. The reliance on personal savings, family 
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networks, and informal moneylenders for financing reflects both adaptive response to 

formal financial exclusion and a fundamental constraint on business development given 

the limited scale and scope of informal financing mechanisms. 

 

Infrastructural and market-related obstacles constitute the second major challenge di-

mension confronting small-scale businesses in Petauke District. Electricity supply un-

reliability, reported by 78.0% of respondents, disrupts production processes, damages 

equipment, elevates operational costs, and constrains business activities requiring reli-

able power. Transportation infrastructure deficiencies, including poor road conditions 

cited by 76.0% of respondents and seasonal impassability affecting 50.0%, restrict mar-

ket access, elevate input costs, and limit the geographic reach of small enterprises. Mar-

ket access barriers, including limited local purchasing power affecting 74.0% of busi-

nesses and competition from larger enterprises affecting 64.0%, constrain revenue gen-

eration and growth potential. The cumulative effect of these infrastructural and market 

constraints is to elevate the costs and risks of business operation while limiting the 

opportunities available to small-scale entrepreneurs. 

 

Managerial, regulatory, and institutional impediments constitute the third major chal-

lenge dimension documented in this study. Managerial capacity constraints are evident 

in the limited business training received by respondents, with only 14.0% having formal 

business training and 50.0% lacking any formal or informal training. Record-keeping 

practices reflect limited financial management capabilities, with only 12.0% maintain-

ing formal accounting records and 32.0% relying solely on mental records. Regulatory 

burdens and limited perceived benefits of formalization perpetuate informality, with 

40.0% of businesses operating completely unregistered. Institutional support mecha-

nisms fail to reach the majority of small-scale entrepreneurs, with 62.0% unaware of 

any government support programs and only 8.0% having utilized such programs. 

 

The theoretical frameworks underpinning this study—Entrepreneurship Ecosystem 

Theory, the Resource-Based View, and Institutional Theory—have provided robust an-

alytical foundations for understanding the challenges confronting small-scale busi-

nesses in Petauke District. The ecosystem perspective illuminates how deficiencies 

across multiple domains—financial, infrastructural, market, human capital, and institu-

tional—interact to create cumulative constraints on entrepreneurial outcomes. The re-

source-based view focuses analytical attention on the specific resource limitations, both 
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tangible and intangible, that restrict enterprise capabilities and competitive positioning. 

Institutional theory explains how formal institutional weaknesses and informal institu-

tional arrangements shape the operating environment within which small businesses 

function, perpetuating informality and constraining access to support mechanisms. 

 

The study's findings regarding the Petauke District context reveal both commonalities 

with broader patterns documented in the small business literature and distinctive local 

characteristics. The financial exclusion, infrastructure deficiencies, and institutional 

weaknesses documented in this study resonate with findings from other Zambian and 

African contexts, suggesting that many challenges confronting Petauke's small busi-

nesses reflect structural features of the broader economic and institutional environment. 

However, the specific manifestations of these challenges in Petauke—including the 

seasonal dimensions of working capital constraints linked to agricultural cycles, the 

particular transportation challenges associated with the district's road network, and the 

limited reach of institutional support into this rural context—reflect local conditions 

that warrant context-sensitive responses. 

 

The gender dimensions of small business challenges documented in this study under-

score the importance of disaggregated analysis and gender-responsive interventions. 

Female entrepreneurs, constituting 43.4% of survey respondents, face distinctive con-

straints including property ownership restrictions limiting collateral availability and 

competing household responsibilities. The intersection of gender with other dimensions 

of social difference, including education, age, and location, shapes differential experi-

ences of business constraints and differential capacities for adaptive response. 

 

The youth entrepreneurship context in Petauke District reveals both the potential and 

the constraints characterizing young people's economic participation. The prominence 

of bicycle taxi businesses among youth illustrates entrepreneurial initiative within con-

strained circumstances, yet the limited access to startup capital, restricted collateral 

availability, and limited business experience documented in this study constrain the 

scope and scale of youth entrepreneurship. 

 

The implementation gap between national policy articulation and district-level service 

delivery, documented through the low awareness and utilization of government support 

programs, represents a critical institutional challenge. Zambia possesses a reasonably 
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comprehensive policy framework for MSME development, yet the translation of policy 

intentions into tangible benefits for small businesses in Petauke District remains sub-

stantially incomplete. This implementation gap reflects limited institutional capacity at 

the district level, inadequate financial resources for program implementation, weak co-

ordination among implementing agencies, and insufficient monitoring and accountabil-

ity mechanisms. 

 

The informal sector predominance documented in this study, with 40.0% of businesses 

operating completely unregistered and an additional 38.0% holding only local authority 

licenses, reflects both the adaptive strategies of entrepreneurs navigating complex reg-

ulatory environments and a fundamental constraint on business development. Informal-

ity excludes businesses from formal support mechanisms, restricts access to formal fi-

nancial services, limits legal protections, and perpetuates competitive distortions be-

tween formal and informal enterprises. 

 

The interconnection among different challenge dimensions documented in this study 

underscores the necessity for integrated, multi-dimensional interventions. Financial 

constraints limit investment in infrastructure improvements. Infrastructure deficiencies 

elevate operational costs and constrain revenue generation, exacerbating financial con-

straints. Managerial capacity limitations restrict the ability to navigate complex regula-

tory environments and access available support programs. Institutional weaknesses per-

petuate informality, which in turn restricts access to formal financial services and busi-

ness development support. This interconnected nature of challenges suggests that frag-

mented, domain-specific interventions are unlikely to achieve substantial impact. 

 

The adaptive strategies employed by small-scale entrepreneurs in Petauke District, doc-

umented through qualitative data, reveal both resilience and its limits. Informal financ-

ing mechanisms, social network mobilization, and flexible business practices enable 

survival within constrained environments, yet these adaptive strategies cannot substi-

tute for the structural changes necessary to create enabling conditions for small business 

development. The reliance on informal mechanisms, while essential for immediate sur-

vival, may constrain the development of more robust and scalable business models. 
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The study's contributions extend beyond empirical documentation to encompass theo-

retical, methodological, and practical dimensions. Theoretically, the study demon-

strates the value of integrated theoretical frameworks that combine complementary per-

spectives to provide comprehensive analytical coverage of small business challenges. 

Methodologically, the study illustrates the benefits of mixed-methods approaches that 

enable both breadth of coverage and depth of understanding. Practically, the study gen-

erates evidence-based insights that can inform policy interventions, institutional 

strengthening initiatives, and entrepreneurial capacity development programs tailored 

to the specific socio-economic realities of Petauke District. 

 

Recommendations 

Based on the empirical findings and analysis presented in this study, the following rec-

ommendations are offered for policy-makers, institutional actors, development practi-

tioners, and other stakeholders concerned with small-scale business development in Pe-

tauke District and similar rural contexts: 

• Establish a district-level microfinance facility specifically designed to serve small-

scale businesses in Petauke District, featuring flexible collateral requirements, in-

terest rate subsidies, and repayment schedules aligned with agricultural income cy-

cles. 

• Implement a mobile collateral registry system enabling small-scale entrepreneurs 

to register movable assets including inventory, equipment, and accounts receivable 

as collateral, expanding the asset base available for securing credit. 

• Expand the geographic reach of Zambia Development Agency Business Develop-

ment Services to Petauke District through establishment of a satellite office or reg-

ular mobile service delivery, ensuring that capacity-building training, market link-

age facilitation, and business advisory services reach rural entrepreneurs. 

• Develop and deliver tailored financial literacy and business management training 

programs for small-scale entrepreneurs in Petauke District, with content addressing 

record-keeping, cash flow management, pricing strategies, and regulatory compli-

ance. 

• Accelerate rural electrification efforts in Petauke District, prioritizing areas with 

concentrations of small business activity and exploring off-grid renewable energy 

solutions for more remote locations. 
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• Implement a targeted road maintenance and improvement program addressing crit-

ical feeder roads connecting agricultural production areas to the district center and 

broader markets, with particular attention to ensuring all-season passability. 

• Establish a small business incubation facility in Petauke Town providing afforda-

ble workspace with reliable electricity, water, and internet connectivity, along with 

shared services and mentoring support. 

• Simplify and decentralize business registration procedures, enabling completion of 

registration processes at the Petauke Town Council offices rather than requiring 

travel to Chipata or Lusaka, and reducing associated fees for micro enterprises. 

• Enhance awareness of government support programs through targeted outreach 

utilizing local radio stations, community meetings, and collaboration with local 

business associations, ensuring that information reaches rural entrepreneurs. 

• Strengthen coordination among institutions responsible for small business devel-

opment in Petauke District through establishment of a District MSME Develop-

ment Committee comprising representatives from relevant government agencies, 

local authorities, financial institutions, and business associations. 

• Develop gender-responsive interventions specifically addressing the distinctive 

constraints confronting female entrepreneurs, including programs facilitating ac-

cess to collateral alternatives, targeted business training, and support for balancing 

business and household responsibilities. 

• Implement a youth entrepreneurship support program in Petauke District featuring 

startup capital grants, mentorship opportunities, and business development training 

tailored to the needs and circumstances of young entrepreneurs. 

• Leverage the Constituency Development Fund mechanism more effectively for 

small business development by establishing transparent application procedures, 

providing business development support to loan recipients, and implementing ro-

bust monitoring and evaluation systems. 

• Promote value addition and diversification among small-scale businesses in Pe-

tauke District through technical assistance, market linkage facilitation, and support 

for product development and quality improvement. 

• Establish a Petauke District Small Business Association to serve as a collective 

voice for small-scale entrepreneurs, facilitating peer learning, information sharing, 

and advocacy for improved business conditions. 
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Future Studies 

This study has documented the challenges confronting small-scale businesses in Pe-

tauke District, generating empirical evidence that contributes to the scholarly literature 

on small business development in rural African contexts. However, the study's cross-

sectional design, geographic specificity, and focus on challenge identification leave im-

portant questions for future research. Longitudinal studies tracking small business tra-

jectories over time would illuminate how challenges evolve across business lifecycles, 

how entrepreneurs navigate shifting constraint landscapes, and how the interaction of 

multiple challenges produces cumulative effects on business outcomes. Such longitu-

dinal research would generate insights regarding the dynamic and processual dimen-

sions of small business challenges that cross-sectional designs cannot capture. 

 

Comparative studies examining small business challenges across multiple Zambian dis-

tricts with varying economic structures, infrastructural conditions, and institutional ca-

pacities would enable identification of both common patterns and context-specific var-

iations. Such comparative research would inform understanding of how local condi-

tions shape the manifestation and severity of small business constraints, generating in-

sights relevant to policy design and program implementation across diverse contexts. 

Studies examining the effectiveness of specific interventions designed to address the 

challenges documented in this research would generate evidence regarding what works, 

for whom, and under what conditions, informing evidence-based policy and program-

ming. Research examining the coping strategies and adaptive mechanisms employed 

by small-scale entrepreneurs in constrained environments would illuminate pathways 

to resilience and potential leverage points for intervention. 

Summary 

This chapter has presented the discussion of findings, conclusion, and recommenda-

tions derived from the investigation of challenges confronting small-scale businesses 

in Petauke District. The discussion has situated empirical findings within the broader 

scholarly literature, demonstrating both convergence with documented patterns and dis-

tinctive local characteristics. The conclusion has synthesized key findings regarding 

financial, infrastructural, managerial, regulatory, and institutional challenges, articulat-

ing their implications for understanding small business development in rural Zambian 

contexts. The recommendations have provided evidence-based guidance for policy-

makers and practitioners, while the future studies section has identified directions for 
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continued scholarly inquiry. The study contributes empirical evidence, theoretical in-

sight, and practical guidance relevant to the imperative of supporting small-scale busi-

ness development as a pathway to inclusive economic growth and poverty reduction in 

Petauke District and similar rural contexts. 
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