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Abstract:

This study synthesises two complementary investigations Cannabis Master Plan (NCM) implementation
challenges and SMME leadership performance in Limpopo's Vhembe District to analyse how
entrepreneurial leadership drives cannabis SMME success under South Africa's NCM, promoting
inclusive growth amid regulatory barriers. Grounded in constructivism, this qualitative synthesis
integrates semi-structured interviews with 16 cannabis entrepreneurs (snowball sampled to saturation)
and SMME leadership narratives from Vhembe District. Data were analysed via ATLAS.ti thematic
analysis, triangulating cannabis commercialisation challenges with leadership dynamics. A "cannabis
divide" marginalises rural growers via R25,000 licensing fees, R6 million+ infrastructure costs, SAHPRA
ambiguity, stigma, and cultivation knowledge gaps. Transformational leadership reframes legitimacy;
servant leadership enables inclusive hiring for 10,000-25,000 jobs; adaptive/participative approaches
foster cooperatives, value-added innovation (hemp biofuels, textiles), and formalisation. Snowball
sampling and cross-sectional design limit generalizability; findings merit longitudinal, quantitative
validation across provinces to test leadership-policy synergies. SMME leaders should adopt hybrid
approaches through cooperatives and training; policymakers must subsidise rural access, establish
compliance hubs, and integrate leadership development into the NCM rollout to drive equitable R28
billion industry growth. First integration of cannabis policy and SMME leadership studies, revealing
entrepreneurial leadership as the catalyst bridging policy disconnects and 60-80% SMME failures, with

actionable insights for rural empowerment.
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Introduction

Worldwide, there is a significant movement toward the legalisation of cannabis farming and its
commercialisation, sparked by shifting regulations in countries like Canada. In response, South Africa
has drafted the National Cannabis Masterplan (NCM) to propel the economy by decriminalizing cannabis
for medicinal and recreational use (Maumela & Nkondo, 2024). The industry is currently valued at
approximately R28 billion, yet much of it remains underground in the "black market." While the
Masterplan aims for inclusive growth, an estimated 900,000 small-scale entrepreneurs have historically
operated under prohibition and now face a complex transition to the formal economy (Cheng, Mayer, &
Mayer, 2018). Parallel to this sector-specific shift, broader research on Small, Medium, and Micro
Enterprises (SMMEs) in South Africa particularly in regions like the Vhembe District highlights
entrepreneurial leadership as pivotal to success amid competitive markets. Entrepreneurial leadership
blends risk-taking, innovation, and visionary thinking, enabling leaders to identify novel prospects and
motivate teams toward shared goals. This study explicitly synthesizes two distinct yet complementary
studies: (1) an investigation into Cannabis Master Plan implementation challenges faced by small-scale
entrepreneurs in Limpopo, and (2) a parallel study on SMME leadership performance dynamics in the
Vhembe District. By combining these datasets and insights, it examines how entrepreneurial leadership
capabilities serve as a catalyst for realizing the economic promises of the NCM for local entrepreneurs
(Muenda, Nkondo, & Khohomela, 2024).

Problem Statement

The core problem addressed in this study is the weak translation of cannabis policy into sustainable
SMME performance in South Africa. Despite the industry’s widely acknowledged economic potential, a
pronounced “cannabis divide” persists, characterised by high barriers to entry that disproportionately
advantage well-capitalised corporate actors while marginalising resource-poor, predominantly rural
entrepreneurs (Oluka & Mashau, 2025). These barriers are manifested in prohibitive compliance costs,
with licensing fees of approximately R25,000 compounded by infrastructure and security requirements,
such as high-grade fencing and sensory detection systems, systems that can exceed R6 million,
rendering formal participation unattainable for most small-scale enterprises (Dube et al., 2023). In
addition, regulatory ambiguity and complexity within the legislative framework create further exclusion,
as compliance processes are often described as tedious and overly technical, limiting the ability of
emerging entrepreneurs to transition from informal to formal operations (Thetsane, 2024). This policy
environment is further undermined by leadership and skills deficits within SMMEs, including limited
managerial capacity, weak strategic orientation, and a deficient entrepreneurial culture, which
collectively contribute to enterprise failure rates of 60% to 80% within the first two years of operation

(Thetsane, 2024). Social and legal exclusion intensifies these challenges, as historically s, as historically
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marginalised growers with prior drug-related convictions are frequently disqualified from licensing, while
enduring social stigma continues to frame cannabis primarily as an illicit substance rather than a
legitimate industrial and economic asset. Together, these structural, regulatory, and capability-related
constraints highlight a critical disconnect between cannabis policy intentions and the practical realities
of SMME development, underscoring the need for leadership-focused analysis within the cannabis

entrepreneurship discourse (Oluka & Mashau, 2025).
Aim and Objective

To analyse the Cannabis Master Plan and SMME leadership studies, analyzing entrepreneurial

leadership's role in cannabis SMME success in Limpopo.
Objective:

e To integrate insights from Cannabis Master Plan implementation data with SMME
leadership findings, examining how entrepreneurial leadership addresses regulatory and
structural challenges of cannabis commercialization under South Africa’s Cannabis Master

Plan.
Justification and Significance of the Study

This study is significant because South Africa’s Cannabis Master Plan remains in a developmental and
non-finalised state, creating a critical opportunity for scholarly engagement to meaningfully shape policy
direction and implementation, particularly in relation to the inclusion of historically marginalised and
small-scale farmers. The absence of extensive scholarly grounding and systematic background
investigation within the current Master Plan further underscores the necessity of academic scrutiny to
interrogate its assumptions, validate its policy logic, and strengthen its developmental relevance. By
focusing on the Vhembe District, the study generates context-specific and actionable insights that are
directly applicable to SMME owners, support agencies, and policymakers operating within rural and
semi-rural environments. The findings aim to bridge the gap between high-level policy aspirations and
the practical entrepreneurial leadership capabilities required by rural cannabis entrepreneurs, while also
informing best practices for cultivating adaptive organisational cultures capable of navigating the
transition from informal or illicit markets into a highly regulated formal sector. Moreover, the study
contributes to social equity objectives by demonstrating how servant and transformational leadership
approaches can empower local communities, enhance participation in the legal cannabis economy, and

stimulate inclusive employment creation.
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Literature Review

The South African cannabis industry, estimated at approximately R28 billion, remains constrained by
the limited translation of the National Cannabis Master Plan into sustainable performance outcomes for
small, medium, and micro enterprises (SMMEs) (Abdul, 2018). Although the Master Plan aims to
stimulate inclusive economic growth, its implementation has unintentionally contributed to what scholars
describe as a “cannabis divide,” whereby high entry barriers favour well-capitalised corporate actors

while marginalising rural entrepreneurs (Bhandari, 2021).

Licensing fees of approximately R25,000, coupled with infrastructure and security costs exceeding R6
million, have rendered formal market participation largely inaccessible to many small-scale farmers.
Consequently, regulatory compliance functions as both a governance mechanism and a structural
constraint that reproduces inequality within the sector. Within this restrictive environment,
entrepreneurial leadership becomes essential for navigating regulatory complexity, mitigating social

stigma, and fostering innovation required for sustainable enterprise performance (Caban, 2022).

This study draws on Schumpeter’s Entrepreneurship Theory, which conceptualises entrepreneurs as
agents of “creative destruction” who drive economic development through innovation (Cherry, 2022). By
introducing new products, processes, and business models, entrepreneurs disrupt existing market
structures and reshape competitive dynamics. The formalisation of South Africa’s cannabis sector
reflects this Schumpeterian transformation, as SMMEs transition from informal trade to regulated, high-
value enterprises. In provinces such as Limpopo, cannabis entrepreneurs demonstrate innovation
through diversified product development, alternative cultivation methods, and emerging market
channels despite regulatory and financial constraints (Dube et al., 2023). Empirical evidence further
indicates that cannabis commercialisation holds significant developmental potential, including
employment creation and income generation for rural communities (Maumela & Nkondo, 2024). While
such innovation aligns with the Cannabis Master Plan’s projected employment expansion of 10,000—
25,000 jobs, realising these outcomes requires more than market disruption alone. In highly regulated
emerging industries, innovation must be accompanied by strong leadership capabilities to ensure

sustainability and inclusive growth.

Whereas Schumpeter explains the economic logic of innovation, Transformational Leadership Theory
clarifies how entrepreneurial vision is translated into organisational performance (Nair, 2023).
Transformational leaders inspire and motivate teams, foster intellectual stimulation, and promote
adaptability in uncertain environments. Within the cannabis sector, such leadership enables
entrepreneurs to navigate regulatory ambiguity, manage high compliance costs, and mitigate persistent
social stigma (Oluka & Mashau, 2025; Muenda et al., 2024). Empirical studies in Limpopo demonstrate

that transformational leadership positively influences innovation capacity, financial performance, and
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organisational resilience among SMMEs (Thetsane, 2024). Importantly, leadership becomes the
mechanism through which the developmental potential identified by Maumela and Nkondo (2024) can
be operationalized. Without capable leadership, regulatory reform, and policy ambition, the translation

of entrepreneurial innovation into sustainable enterprise outcomes remains insufficient.

Cannabis commercialisation in South Africa operates within a highly regulated and capital-intensive
framework. Compliance requirements, including high-security fencing, surveillance systems, and quality
control standards, demand strategic decision-making and calculated risk-taking (Thetsane, 2024).
Entrepreneurs in districts such as Vhembe frequently adopt collaborative survival strategies, including
cooperative formation and shared infrastructure models, to mitigate financial constraints and align with
Master Plan standards (Muenda et al., 2024). These adaptive strategies illustrate how entrepreneurial
leadership functions not only as an innovation driver but also as a regulatory navigation tool. The
success of cannabis entrepreneurship in South Africa is simultaneously innovation-driven and
leadership-dependent (Makhubelavatho & Khawula, 2021). By integrating Schumpeterian insights on
market disruption with transformational leadership capabilities, this study demonstrates how
entrepreneurial leaders in Limpopo and other provinces can translate the objectives of the Cannabis

Master Plan into tangible outcomes, including:

e Sustainable

_- SMME
_-" performance
- - -
- - - -
. . - - (
Objectives of the o Employment
Cannabis Master Plan creation

e Inclusive economic
growth.

Figure 1: Objectives of the Cannabis Master Plan

Empirical evidence suggests that without capable leadership, regulatory frameworks and policy
intentions alone remain insufficient to unlock the full economic potential of the emerging cannabis
industry (Neneh, 2019).
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Methods and Data

The study was grounded in a constructivist research paradigm, which recognises that reality is socially
constructed through the experiences and interpretations of individuals. In line with this paradigm, an
interpretivist approach was adopted to gain an in-depth understanding of the diverse perceptions and
meanings that cannabis entrepreneurs attach to South Africa’s Cannabis Master Plan. This philosophical
stance was appropriate for exploring subjective viewpoints within a complex and evolving policy
environment (Bhandari, 2021).

A qualitative research approach was employed to capture rich, contextualised insights into the
experiences of cannabis entrepreneurs operating within their natural business settings (McCombes,
2021). Qualitative inquiry enabled the exploration of participants’ subjective frames of reference and
allowed for flexibility in probing emerging issues, which was particularly important given the limited

empirical research available on cannabis entrepreneurship in South Africa.

The study adopted a cross-sectional descriptive and exploratory research design. This design facilitated
the detailed description of the characteristics and perceptions of cannabis entrepreneurs at a specific
point in time, while also allowing for the exploration of an under-researched phenomenon. The
exploratory nature of the design was well suited to the emerging status of the cannabis industry and the
lack of established empirical frameworks within the South African context (Caulfield, 2022).

The study targeted cannabis entrepreneurs operating within Limpopo Province who were 21 years of
age and older. A non-probability snowball sampling technique was employed to access this hard-to-
reach population, with data collection continuing until saturation was reached (Hossan, Mansor, &
Jaharuddin, 2023). Detailed information regarding the population, sampling method, and final sample

size is presented in Table 1.

Aspect Description

Target » Cannabis entrepreneurs operating within Limpopo Province. * 21 years of age
Population and older.

Sampling * Non-probability, snowball sampling technique was utilised to access this hard-to-
Method reach population.

Final Sample -« Data collection continued until data saturation was reached, resulting in a final

Size sample of 16 participants.

Table 1: Population and Sampling Summary description

Primary data were collected through in-depth semi-structured interviews, conducted both face-to-face

and virtually to accommodate participant availability and geographical constraints. A semi-structured
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interview guide was used to ensure consistency while allowing flexibility for follow-up questions and
deeper exploration of key issues. Interviews were audio-recorded with participants’ consent, and field
notes were taken to capture contextual details. Although interviews were conducted primarily in English,
participants were permitted to use their preferred local languages to enhance clarity and depth of
expression, with translations subsequently rendered into English for analysis (Gagah Daruhadi &
Sopiati, 2024).

Data analysis was conducted using a thematic analysis approach, involving the systematic identification,
coding, and organisation of data into meaningful themes and sub-themes. This process enabled the
identification of patterns and relationships within the data. To support analytical rigour, interview
transcripts were managed and analysed using ATLAS.ti version 23, which facilitated the visualisation of

complex thematic linkages and enhanced transparency in the analytical process (Bingham, 2023).

The trustworthiness of the study was ensured through adherence to established qualitative quality
criteria. Credibility was enhanced through sustained engagement with participants and external
verification of interpretations. Transferability was supported by providing thick descriptions of the
research context, enabling readers to assess the applicability of the findings to other settings.
Dependability was maintained through careful documentation of the research design and data collection
processes, while confirmability was ensured by minimising researcher bias and maintaining objectivity

during data interpretation (Gagah Daruhadi & Sopiati, 2024).

Ethical principles were strictly observed throughout the research process. Ethical clearance was
obtained from the relevant institutional ethics committee prior to data collection. Participants provided
informed consent and were assured of confidentiality and anonymity. They were also informed of their
right to withdraw from the study at any stage without any negative consequences, ensuring that

participation was voluntary and ethically sound (Gagah Daruhadi & Sopiati, 2024).

Results

Strategic Navigation of Structural Exclusion in the Cannabis Economy

The findings reveal a pronounced “cannabis divide,” where high licensing fees of approximately R25,000
and infrastructure requirements exceeding R6 million effectively exclude resource-poor and rural
entrepreneurs from formal market participation. These structural barriers were consistently perceived
as favouring well-capitalised actors, reinforcing inequality within the sector. The interpretation of these
results suggests that entrepreneurial leadership plays a role in shaping strategic responses to this
exclusion. Leaders who demonstrate proactive decision-making and calculated risk-taking are better

positioned to move beyond reactive survival strategies. Collaborative leadership practices further enable
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entrepreneurs to mitigate financial barriers through collective arrangements, such as community

cooperatives. One participant described the impact of current regulations as follows:

“What | have seen as a challenge is that the current regulations are causing what we call the ‘cannabis
divide’ which is characterised by the rich versus the poor, with the rich gaining access to the market and

the poor excluded due to high costs for licenses.”

In contrast, leadership experiences from the SMME context indicate that collaboration can improve

financial outcomes:

“The financial performance of our business improved noticeably when we shifted to a more collaborative
leadership style. The open communication and collective problem-solving contributed to cost savings

and better revenue streams.”
Transformational Vision and the Reframing of Cannabis Legitimacy

Social stigma emerged as a significant constraint affecting land access, community acceptance, and
institutional support for cannabis entrepreneurs. Participants described a persistent “civilian culture” that
continues to associate cannabis with criminality rather than economic opportunity, particularly in rural
and traditional communities. The interpretation of the findings highlights the importance of
transformational leadership in addressing this challenge. Leaders who articulate a clear and inspirational
vision are able to reposition cannabis as a legitimate medicinal and industrial resource. This leadership
role extends beyond firm-level management to community engagement and education. One participant

noted:

“In our communities, there remains a stigma... They’ve solely connected it with drugs... That’s when we

need to educate people about the plant’s importance and use.”

Complementary leadership insights from the SMME literature reinforce this interpretation, with one

leader stating:

“Transformational leadership played a key role in enhancing customer satisfaction. Our focus on creating
a motivated and engaged workforce directly translated into improved service quality and positive

customer relationships.”
Addressing Knowledge Constraints through Participative Innovation

A recurring finding was the existence of substantial knowledge gaps related to cannabis cultivation,
including seed selection, harvesting methods, and storage techniques suitable for local climatic
conditions. These gaps were perceived as limiting productivity, quality control, and progression into
higher-value activities. The results suggest that leadership orientation toward participation and learning

influences how entrepreneurs address these constraints. Leaders who encourage intellectual
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stimulation and democratic participation create environments in which problem-solving and innovation
are shared processes. This is particularly relevant for advancing value-added activities such as hemp-

based textiles and biofuels. One participant reflected on current limitations:

“The challenge lies in the lack of educational knowledge on cannabis cultivation, knowledge of seed

types, storage methods, and harvesting techniques.”
In contrast, an SMME leader observed:

“Our emphasis on a democratic and participative leadership approach fostered a culture of innovation.
Employees felt empowered to share their ideas, leading to the development of new services and

improved operational efficiency.”
Promoting Social Equity through Servant Leadership Practices

The Cannabis Master Plan’s employment target of between 10,000 and 25,000 jobs places social equity
and inclusion at the centre of sector development. The findings indicate that leadership approaches
grounded in service and community orientation are critical for translating these policy goals into practice.
Servant leadership emerged as particularly relevant in integrating marginalised individuals, including
former informal or black-market growers, into the formal cannabis value chain. Participants associated
inclusive leadership with job creation and community upliftment. One entrepreneur highlighted this

impact:

“Cannabis creates employment; | am now thinking of a family in Thavhadzimbi... We paid them R8.7

million divided among 10 different people, thus, all these people fully have a job.”

Leadership insights from the SMME context further support this interpretation, with one participant

noting:

“Empowering employees was a game-changer. It translated to higher engagement, and engaged

employees are undoubtedly more productive.”
Adaptive Leadership and the Transition to Formalisation

The findings indicate that many cannabis entrepreneurs continue to operate within informal or semi-
illegal markets due to regulatory uncertainty, enforcement pressures, and fear of non-compliance.
Formalisation was perceived as both necessary and risky, particularly given the stringent compliance
standards enforced by South African Health Products Regulatory Authority. The interpretation of the
results suggests that adaptive leadership influences entrepreneurs’ capacity to manage this transition.
Leaders who promote flexibility, learning, and gradual compliance are better able to balance innovation

with regulatory requirements. However, this shift is often accompanied by internal resistance from
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individuals accustomed to informal practices. One participant operating outside the formal system

explained:

“The individual operating in the black market faces challenges in promoting and marketing their cannabis
products due to non-compliance with legal regulations, limiting business expansion and profit

generation.”
Leadership experiences from the SMME context reflect similar challenges:

“Changing the leadership style wasn’t easy. Some employees were resistant, especially those used to

a more traditional approach. It took time to communicate the benefits and get everyone on board.”
Discussion

The results demonstrate how entrepreneurial leadership bridges the gap between South Africa's
Cannabis Master Plan ambitions and real-world SMME challenges in Limpopo. These findings align
closely with the literature review's integration of Schumpeter’'s Entrepreneurship Theory and
Transformational Leadership Theory. For instance, the "cannabis divide" arising from structural barriers
such as R25,000 licensing fees and R6 million infrastructure costs—mirrors descriptions by Dube et al.
(2023) and Oluka & Mashau (2025), where resource-poor rural entrepreneurs face exclusion. The study
extends this by revealing how entrepreneurial leaders counter exclusion through collaborative
cooperatives, embodying Schumpeterian "creative destruction" via pooled resources for regulatory

compliance.

Transformational leadership proves essential in reframing social stigma, as participants highlight
community education to position cannabis as a medicinal and industrial resource. This corresponds with
Thetsane (2024) on leadership enhancing adaptability and Nair (2023) on intellectual stimulation, while

adding depth: visionary communication builds external legitimacy in Vhembe's traditional contexts.

The study achieves its objective of examining the role of entrepreneurial leadership in overcoming
regulatory hurdles and harnessing economic potential. Knowledge gaps in cultivation, such as seed
selection and harvesting, are addressed through participatory innovation, enabling the production of
value-added products, such as hemp biofuels, consistent with Muenda et al. (2024). Servant leadership
advances equity by supporting the Master Plan's 10,000-25,000 job target through inclusive hiring of
former black-market growers, aligning with a (2021) report on community-focused growth. Adaptive
leadership facilitates the shift to formalisation amid SAHPRA compliance risks, paralleling SMME
transitions from informal operations. This underscores a core insight: policies falter without leaders
blending risk-taking, motivation, and flexibility, which account for 60-80% of SMME failure rates
(Thetsane, 2024).

WOHLLEBE & ROSS

Discover publication opportunities:
www.wr-publishing.org



https://doi.org/10.51137/wrp.ijarbm.680
http://www.wr-publishing.org/

International Journal of Applied Research in Business and Management (ISSN: 2700-8983)
Volume: 07 Issue: 05 Year: 2026
https://doi.org/10.51137/wrp.ijarbm.680

Limitations and Future Research

Snowball sampling was used to recruit 16 participants, and data saturation was achieved; however, the
small, non-probability sample drawn from a single district in Limpopo limits the generalisability of the
findings to the broader and more diverse socio-economic contexts across South Africa. While the study
provides valuable contextual insights into entrepreneurial leadership within SMMEs in the Vhembe
District, caution should be exercised when extending these findings to other provinces or settings. Future
research could address this limitation by employing larger, probability-based quantitative designs across
multiple provinces to test and validate the identified leadership patterns. Additionally, a longitudinal
approach would be useful in tracking changes over time, particularly in relation to policy evolution and
business performance outcomes. Although strong ethical procedures were followed to mitigate stigma
and ensure participant confidentiality, the possibility of researcher interpretation bias in analysing

leadership behaviours suggests the need for greater reflexivity in future studies.
Practical and Policy Recommendations

e SMME leaders should adopt hybrid transformational-servant approaches, forming
cooperatives for cost-sharing and hosting community workshops on cannabis benefits.

e Policymakers ought to subsidize rural licenses and infrastructure, streamline regulations via
one-stop hubs, and embed leadership training in Master Plan implementation.

e Support agencies must deliver cultivation technology programs and adaptive strategies

tailored to Vhembe-like districts.
Conclusion

This study confirms entrepreneurial leadership as the cornerstone for translating South Africa's
Cannabis Master Plan into tangible SMME success in Limpopo Province, particularly the Vhembe
District. By blending Schumpeterian creative destruction with transformational, servant, and adaptive
leadership styles, entrepreneurs strategically counter the "cannabis divide" high licensing fees
(R25,000), infrastructure costs (R6 million+), regulatory complexity, social stigma, and knowledge gaps
in cultivation while advancing formalization from black-market operations. Key findings highlight
collaborative cooperatives for cost-sharing, community education to legitimize cannabis as a
medicinal/industrial asset, participative innovation for value-added products like hemp biofuels and
textiles, and inclusive hiring to meet the Plan's 10,000-25,000 job target. These mechanisms not only
mitigate 60-80% SMME failure rates but also unlock the industry's R28 billion potential for rural
empowerment and equitable growth.

Theoretical contributions extend literature by evidencing leadership-policy synergies amid SMME

challenges. Practically, SMME owners should prioritize hybrid leadership training; policymakers must
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enact subsidies, one-stop compliance hubs, and skills programs; support agencies ought to tailor

cultivation and adaptive strategies for marginalized growers.
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