
International Journal of Applied Research in Business and Management (ISSN: 2700-8983) 

an Open Access journal by Wohllebe & Ross Publishing, Germany. 

Volume: 06 Issue: 01 Year: 2025 

https://doi.org/10.51137/wrp.ijarbm.2025.lcet.45761  

 

 

 

Wohllebe & Ross Publishing, Germany – The Open Access Publisher. 

More information and current publishing opportunities at wr-publishing.org 

Entrepreneurial Characteristics and Their Impact Across the 

Various Stages of SME Existence: A Comprehensive Analysis 

Authors: 

Lynety Chindoga (50832948@mylife.unisa.ac.za) 

University of South Africa, Pretoria, South Africa 

Kudakwashe Chodokufa (chodok@unisa.ac.za) 

University of South Africa, Pretoria, South Africa 

Mmboswobeni Watson Ladzani (watsonladzani@gmail.com) 

University of South Africa, Pretoria, South Africa 

Abstract: 

The Eastern Cape Province is one of the poorest provinces in South Africa and has a high 

unemployment rate. Most of the SMEs in the Eastern Cape operate informally and don’t contribute much 

to job creation. The objective of this study was to investigate the impact of entrepreneurial characteristics 

on SME existence in the province as SMEs are believed to be an engine of economic growth and 

employment creation. Existence in the context of this study refers to the three stages of an SME which 

are establishment, growth and sustainability. Data was collected using a structured questionnaire, self-

administered by SME owners and managers. A simple random sampling method was used to select 

respondents. Statistical software SMART (PLS) was used to analyse the data received. Findings from 

the study were that entrepreneurial characteristics influence SME existence in the establishment and 

growth stages. However, there was no significant relationship between entrepreneurial characteristics 

and SME sustainability. Also, the extent of its influence varies in the various stages of SME existence. 

The difference in the extent of influence in each stage implies that unique, relevant and more focused 

SME support is required for each stage. Findings also may help SMEs better understand and make 

informed decisions on how to avert the impacts of and to improve on their entrepreneurial 

characteristics. The findings resulted in recommendations to institutions supporting SMEs as well as to 

owner/managers on how to deal with SMEs in the different stages of their existence. 
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Introduction 

Small and medium-sized enterprises (SMEs) play an important role in influencing innovation, fostering 

economic growth and creating job opportunities (Gherghina et al., 2020). When faced with globalisation 

and strong competition, SMEs are vital as they bring about economic growth, employment creation and 

offer advanced and innovative products in developed countries. Bvuma and Marnewick (2020) regard 

SMEs as being the life and the backbone and heartbeat of a country’s economy. SMEs often reflect the 

entrepreneurial traits of their owners or managers, which significantly influence their ability to succeed 

through the various stages of their development (Wijekumara & Sugathadasa, 2024). Entrepreneurial 

characteristics involve a wide spectrum of qualities exhibited by those who establish and manage SMEs, 

including creativity, a willingness to take risks, flexibility, proactive behaviour, and resilience. Successful 

entrepreneurs possess certain abilities and qualities that enable them to overcome challenges (Ahamed 

et al., 2021).  

SMEs in developing countries experience a high failure rate. There is a poor SME survival rate especially 

during the first five years of operation (Msomi & Olarewaju, 2021). South Africa as a developing country 

also faces the great challenge of a low SME success rate. Mhlongo and Daya (2022) attribute the high 

SME failure rate to a lack of owners’/managers’ entrepreneurial leadership skills, amongst others. Their 

conclusion is that the entrepreneurial context in the country is highly complex with too few people 

showing entrepreneurial leadership capabilities. The country has an overall high unemployment rate as 

well as a large number of school dropouts who are constantly encouraged to start their own SME 

businesses. The truth is that such SMEs would be owned and managed by people who have no or 

minimal business education. Having said this, though, the Statistical Quarterly Update (2021) saw an 

improvement in education level of SME owners in the Eastern Cape Province, and thus a decline in 

functionally illiterate owners. SMEs’ growth and ultimate success are believed to be greatly influenced 

by their owners’ entrepreneurial characteristics and the proper application thereof when starting and 

growing their SMEs, especially in the early years of establishment (Ncube & Zondo, 2022). Thus, well-

educated and skilled management is important for the survival of SMEs in a competitive environment. 

Naidoo (2021) opined that South Africa has such a high unemployment rate because its SMEs are 

unsustainable. The high rate of unemployment underscores the importance of SMEs in job creation and 

economic growth (Sibiya et al., 2023). Understanding how entrepreneurial characteristics impact SMEs 

across different stages of their existence is essential for policymakers, practitioners, and researchers 

committed to promoting sustainable entrepreneurship and economic growth through employment. 

There is a growing body of research that examined factors that impact SME existence in South Africa, 

particularly barriers to SME existence (Amoah et al, 2021; Khan, 2022). Khan (2022) identified a lack of 

infrastructure, and finance, corruption and poor management as issues affecting SME growth and 
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sustainability. According to Sibiya et al. (2023) regulatory and legislative frameworks pose challenges to 

SMEs. Entrepreneurial characteristics have been identified as one of the factors, amongst others, that 

has an influence on SME existence. Most of the studies in the literature focus on a single stage or two 

stages of SME existence or just generalise the impact of various factors on an SME without considering 

its impact per stage of SME existence. However, the extent of the impact of entrepreneurial 

characteristics may vary at the different stages of SME existence. This study aims to cover this gap in 

the literature by investigating and evaluating how entrepreneurial characteristics influence SMEs at their 

different stages of existence, namely establishment, growth and sustainability within the specific context 

of South Africa. Furthermore, only a few studies have been carried out focusing solely on the impact of 

entrepreneurial characteristics on SME existence. Most studies included entrepreneurial characteristics 

as a factor combined with other factors. Combining entrepreneurial characteristics with other factors 

limits an in-depth analysis of the intensity of the impact of entrepreneurial characteristics. By examining 

the impact on SME establishment, growth and sustainability, this research seeks to provide valuable 

insights into effective strategies on how to support SME existence. The findings of this study when 

combined with the existing literature will advance our understanding of entrepreneurial characteristics 

and their influence at various stages of SME existence in South Africa. 

In summary, this paper addresses a gap in the literature by focusing on entrepreneurial characteristics 

and their effects on SMEs across their different stages of existence in South Africa. By doing so, it aims 

to inform strategies that promote the sustainability and expansion of SMEs, thereby fostering economic 

development and nurturing an entrepreneurial environment conducive to innovation and prosperity. 

Literature Review 

Theoretical and Conceptual Background  

According to Fajarika, Trapsilawati & Sopha (2024) growth of SMEs relies on the entrepreneurial skills 

of the entrepreneur to optimise all the available resources. The terms SME and entrepreneurship are 

used interchangeably in this study. “Entrepreneur” is a complex and quite a difficult concept to describe. 

Various theories tried describing entrepreneurship, such as opportunity recognition theory, resource-

based theory, effectuation theory, innovation theory, psychological trait theory, push and pull theory, 

theory of entrepreneurial competency as well as the human capital theory. However, combining the 

contributions of the various theories enables the identification of specific characteristics peculiar to 

entrepreneurs. Such characteristics include entrepreneurial attitude, stakeholder involvement, good 

business environment interpersonal skills, perseverance, passion, knowledge and skills, and networking 

skills. The theory of entrepreneurial competency assumes that entrepreneurs have certain 

characteristics which help them to succeed in business. These characteristics were identified and used 
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to prepare the data collection instrument for this study. Entrepreneurial competency entails underlying 

strengths that an individual possesses which will lead them to new venture creation, survival and or 

growth (Bird, 1995). 

Owners or managers of SMEs in South Africa mainly lack management skills due to inadequate training 

and education. Lack of education and training is in fact one of the main causes of the high SME failure 

rate, mostly in developing countries (Saah, 2022). Certain managerial skills are needed to succeed. An 

SME led by an owner or manager who has inadequate managerial skills can suffer due to poor financial 

management or poor finance decision making. Such poor management skills contribute greatly to the 

high SME failure rate experienced in the country (Mmbengeni et al., 2021).  

Employer-employee relationships influence SME performance and sustainability. Interpersonal 

relationships between employer and employees are important because it influence employee 

performance and hence SME success. According to Onyinyechi et al. (2022) good relationships result 

in increased performance. However, these relationships can be affected by government policies that 

seem to favour employees over employers (Ogujiuba et al., 2020), like minimum wage and dismissal 

policies. Also, SMEs need to network with other businesses to gain specialised support and business 

opportunities (Mmbengeni et al., 2021). In their study to investigate the role of social networks in 

entrepreneurial success, Riaz et al. (2024) collected data using a self-administered questionnaire; the 

data was then analysed using structural equation modeling. The findings were that social networks 

influence knowledge acquisition and SME success in developing countries. In a similar study, John 

(2024) used a survey method to collect data and concluded that SMEs with networking owners had a 

strong chance of succeeding. It is evident from the literature above that entrepreneurial characteristics 

do have an impact on SMEs. It is the aim of this study to find out the effect of entrepreneurial 

characteristics at three stages of SMEs’ existence, namely establishment, growth and sustainability. 

Empirical Review and Hypothesis Development 

 SME Establishment 

Various factors influence a business start-up. Personal beliefs about one’s own capabilities, level and 

types of education as well as the national entrepreneurial culture can all influence an SME start-up 

(Bowmaker-Falconer & Herrington, 2020). 

Education 

Education is broadly defined as the process of acquiring knowledge, skills, values, and habits, with 

entrepreneurship education serving as a crucial driver for development (Mahmood et al., 2020). 

According to the Global Entrepreneurship Monitor (GEM) South African report, entrepreneurial 

education is essential for launching and sustaining a business (Bowmaker-Falconer & Herrington, 2020). 
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It is also noted that individuals’ confidence in their entrepreneurial abilities increases with higher levels 

of education. Similarly, Hunady et al. (2018) found that higher education positively influences the 

success of new business ventures. Despite this, South Africa struggles with a low education ranking 

(Weybright et al., 2017; Moses et al., 2017; Hartnack, 2017; Bowmaker-Falconer & Herrington, 2020), 

leading many individuals—especially those lacking formal employment and adequate skills—to start 

businesses out of necessity. Given the established importance of education for SME development, the 

country's poor education quality acts as a barrier to SME existence. This context provides the basis for 

the study’s first hypothesis (H1). 

Management skills 

Management involves getting people together to attain set goals and objectives, using available 

resources and maximising output (Najar, 2020). In order to mitigate SME failure, managers should be 

able to plan, organise, lead and control activities in the business functions (Bushe, 2019). A poorly 

managed business due to lack of managerial skills would lead to business failure. However a well-

planned SME makes the business proactive rather than reactive to risks; it hires the right candidate for 

a job thus lowering the possibility of failure. Managers and owners with reasonable managerial 

competencies would lead SMEs to perform well (Mashavira and Chipunza, 2021). Management skills 

however, seems to be a big challenge to many SMEs in South Africa. 

SME Growth  

Growth refers to the expansion of an SME’s output, sales, quality and the business as a whole. Various 

studies have identified owner/manager’s entrepreneurial characteristics and networking skills as 

important factors that influence SME growth (Nguyen, Huynh, Lam, Le & Nguyen, 2021; John, 2024; 

Fajarika et al, 2024). The potential for growth is higher in developed countries. In this respect Fajarika 

et al. (2024) identified a disparity in the extent of growth of SMEs between developing and developed 

countries and saw a need for studies that will investigate the factors driving SME growth.  

Managerial Skills and Education 

An SME’s lifespan can be shortened by the owner’s lack of managerial skills. Managerial skills enable 

an owner/manager to effectively manage scarce resources as well as to be resilient when faced with a 

challenge (Kalidas et al., 2020). The high number of SMEs that fail before reaching growth stage could 

signal a big challenge of lack of managerial skills among SME owners/managers. This study will 

investigate the impact of entrepreneurial characteristics on SME growth. 
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Networking 

An SME owner should be able to associate with other businesses exchanging ideas and information. 

An SME can benefit by tapping resources from external sources (Hilmersson & Hilmersson, 2021). Due 

to its size, an SME may not have enough resources as well as knowledge thus networking can be very 

helpful to gain access to various resources, diverse knowledge, information and assets (Franco, 2018). 

Peng et al. (2022) studied how social networks influence the growth of entrepreneurial enterprises. They 

employed meta-analysis to solve the challenge of network size, density and strength. In their findings, 

network size and strength positively and significantly affect SME growth. Another finding emerged from 

Mlotshwa and Msimango-Galawe’s 2020 study on networking. Their findings were that the more value 

entrepreneurs attach to networking, the better their business’s performance. SMEs tend to thrive when 

they are involved in networking and maintain these relationships. These conclusions referred to the SME 

as a whole not considering a specific stage. It is therefore of interest to investigate if entrepreneurial 

characteristics influence SMEs’ growth thus H3 was developed. 

SME Sustainability 

SME sustainability refers to a business’s strategy to reach its goal, properly managing finance, social 

and environmental affairs and realising profits in the long run (Gross-Golacka et al., 2020; Najib et al., 

2021). Sustainability has become an issue of global concern; it becomes possible when employees are 

innovative and possess the right skills. Gautam and Khadka (2022) investigated the role of 

entrepreneurial characteristics in explaining the entrepreneurial success of SMEs. They collected data 

using a structured questionnaire and entrepreneurial characteristics were identified to have had an 

influence on SME success but didn’t support innovation. Das (2023) identified various entrepreneurial 

characteristics which can play a role in SME success and sustainability. These characteristics include 

resilience, flexibility, being innovative, identifying market opportunities, being willing to introduce new 

processes as well as being able to change and adapt quickly. Networking also influences a business’s 

sustainability. Managerial networking is the relevant networking for sustainability (Mlotshwa & 

Msimango-Galawe, 2020). Managerial networks form when top management connects with other 

businesses and stakeholders to learn appropriate behaviour. It is from the literature above that H2 was 

developed. 

An SME’s sustainability is influenced by the competence and innovativeness of its owner (Ismail, 2022). 

Thus for a business to succeed its owner needs to be innovative and competent. The literature reviewed 

above led to the development of the following hypotheses: 

H1: Entrepreneurial characteristics influence business establishment. 

H2: Entrepreneurial characteristics influence business sustainability. 
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H3: Entrepreneurial characteristics influence business growth. 

Methods and Data 

Design and Approach 

Research hypotheses were tested using quantitative statistical methods. A survey method was used to 

obtain, through fieldwork, primary data from SME owners and managers in Gqeberha in the Eastern 

Cape Province of South Africa.  

Population and Sample 

According a Small Enterprise Development Agency report (SEDA, 2019), the number of formally 

registered SMEs in the Eastern Cape Province in 2019 were 179 908. This total number made up the 

population of this study. A sample size of 384 SMEs was calculated using Raosoft sample size calculator. 

In 2019, the province had the highest unemployment rate of all the provinces in South Africa, 37.4% 

coupled with high failure rate (stats SA, 2019). It was this high unemployment rate in the province which 

caught our attention and led to us undertaking this study. Out of 490 questionnaires distributed, 390 

questionnaires were returned by respondents. 

Variables  

The variables for this study were derived from the reviewed literature. The variables used were 

entrepreneur’s attitude (AE), business environment (BEN), networking (NW) and stakeholder 

involvement (SI). The identified variables were employed to investigate environmental management, 

employee sustainability, financial sustainability, management sustainability, consumer/supplier influence 

as well as education.  

Data Dollection and Analysis 

Data for this study was collected using an initially pre-tested closed-ended questionnaire which was self-

administered to SME owner/managers at their central business area. Simple random sampling was used 

to select respondents as the population was homogenous. However, there was no prioritisation or 

classification of SMEs based on their size or industry during data collection. Responses to the questions 

were anchored on a five-point Likert scale. Questions on the research instrument were drawn based on 

the hypotheses. The collected data was analysed using a specialised software which allows modelling 

of complex relationships between variables, SMART PLS. This statistical software was chosen because 

it can handle large amount of data and also it helps in drawing path models. Descriptive statistical 

analysis was done so as to see the patterns of responses. Discriminant validity was investigated using 

Fornell-Larcker criterion and Heterotrait-Monotrait (HTMT). The factor analysis intended to explore 
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underlying dimensions that may help to explain relationships between variables. Cronbach’s Alpha and 

composite reliability were used to test reliability. 

Results 

The main purpose of this study was to determine the effects of entrepreneurial characteristics on SME 

existence. The next paragraph explains the results obtained from the data collected. 

Measurement Model 

The measurement model’s reliability was tested using factor analysis. A factor loading greater than 0.7 

shows reliability in the model. Also, a measure of internal consistency was shown by Cronbach’s alpha 

(CA) and a composite reliability (CR) greater than 0.7. Both these requirements were met thus the 

reliability of the model and possibility of producing the same results should the process be repeated was 

guaranteed (Hayes & Coutts, 2020). The validity of the questions was further confirmed through the 

discriminant validity measured using average variance extracted (AVE). An average variance extracted 

(AVE) greater than 0.5 was acceptable. The correlation of variables was measured using a variance 

inflation factor (VIF) and a VIF less than 5 was preferred as it showed low correlation between variables. 

The Heterotrait-Monotrait (HTMT) ratio results were less than 0.85 while the Fornell-Larcker criterion 

showed a higher square root of all items compared to their correlation coefficients. The HTMT was 

performed as an extension and confirmation of Fornell-Larcker as the method is believed to produce 

more specific and sensitive rates (Henseler et al., 2015).  

 

 VIF AE BEN NW SI CA CR AVE 

ENTCHA_AE3 2.887 0.854       0.897 0.898 0.636 

ENTCHA_AE2 4.090 0.801       

ENTCHA_AE1 3.002 0.784       

ENTCHA_AE4 3.529 0.774       

ENTCHA_AE5 3.787 0.770       

ENTCHA_BE6 4.336   0.839     0.880 0.883 0.597 

ENTCHA_BE4 2.503   0.794     

ENTCHA_BE3 1.431   0.779     

ENTCHA_BE2 2.609   0.742     
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ENTCHA_BE1 2.282   0.704     

ENTCHA_NW 

2 

3.885     0.902   0.923 0.925 0.667 

ENTCHA_NW 

5 

2.652     0.839   

ENTCHA_NW 

3 

2.940     0.805   

ENTCHA_NW 

1 

3.166     0.799   

ENTCHA_NW 

4 

2.580     0.776   

ENTCHA_NW 

6 

2.324     0.773      

ENTCHA_SI3 3.922       0.876 0.890 0.889 0.727 

ENTCHA_SI2 5.358       0.849 

ENTCHA_SI6 4.242       0.834 

Table 1: Reliability of entrepreneurial characteristics constructs 

Table 1 shows results from testing reliabilty of entreprenuerial characteristics constructs. The factor 

loadings, AVE, CR, CA values all met the recommended thresholds, thereby confirming the reliability of 

the constructs. However, item S12 which evaluates whether SME owners consistantly provide feedback 

to their stakeholders, demonstrated signs of multicollinearity. This is indicated by its VIF value of 5.358, 

which exceeds the commonly accepted threshold of less than five. 

 

 
AE BE NW SI 

AE 0.797       

BE 0.621 0.773     

NW 0.628 0.581 0.817   

SI 0.321 0.307 0.350 0.853 

Table 2: Discriminant validity: Fornell-Larcker criterion 
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Table 2 tests the extent constructs are empirically different from other constructs. All the square roots of 

the constructs AVE (in coloured blocks) were higher than the correlations with other constructs (in white 

blocks). This indicates no issue with the discriminant validity between the constructs.  

 
AE BE NW SI 

AE         

BE 0.619       

NW 0.627 0.581     

SI 0.321 0.306 0.349   

Table 3: Discriminant validity: Heterotrait-monotrait ratio (HTMT) – Matrix 

Table 3 measured similarity between variables. Any HTMT greater than 0.85 or 0.90 shows a presence 

of discriminant validity issues (Yusoff, Peng, Razak & Mustafa, 2019). Scores in the table 3 above are 

below the conservative threshold thus showing no discriminant validity problems.  

Structural Model 

The model fit was tested using three indices, the chi-square value, the Normed Fit Index (NFI) and the 

Standardised Root Mean Square Residual (SMRI). A standardised root mean square SRMR score was 

0.079, which was within the threshold of less than 0.08 (Henseler et al., 2015). The NFI value was 0.721 

which was below the threshold of more than 0.90 (Henseler et al., 2015). The NFI is highly affected by 

the sample size and cannot be the sole deciding factor (Dash & Paul, 2021). The PLS-SEM results 

obtained supported the model fit except for one relationship as shown in table 4 below. This gives a 

better explanation of the target construct (Hair et al., 2021). Thus, this study shows a good model fit. 

 

Hypothesis Coefficients     

 Relationship Std Beta (ß) SE T P-values Decision 

H1 EC->BE 0.213 0.068 3.137 0.002 Supported 

H2 EC->BS -0.071 0.084 0.852 0.394 Not 

supported 

H3 EC->GR 0.447 0.058 7.722 0.000 Supported 

Table 4: Structural model’s PLS results 
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Hypotheses were tested using the bootstrapping method. The T-test values (T), P-values and the 

standard beta represents the path coefficients of the independent variable entrepreneurial 

characteristics (EC) versus the dependent variables business establishment (BE), business growth (BG) 

and business sustainability (BS). The results show a positive significant relationship between EC and 

BE as well as between EC and GR; however, there is a negative insignificant relationship between EC 

and BS. 

Discussion 

Entrepreneurial Characteristics and Business Establishment 

South Africa is facing a very high unemployment rate and a higher SME closure rate than sustainability 

rate. It was therefore important to identify the influencing factors for SME existence as one way of 

promoting SME existence. This study investigated whether entrepreneurial characteristics influence 

business establishment. This was important because the establishment of a business leads to job 

creation thus reducing unemployment.  

The findings revealed a significant positive relationship between entrepreneurial characteristics (EC) 

and business establishment (BE). This imply that entrepreneurial characteristics are important in SME 

establishment. These results are consistent with the findings of studies by Beynon et al. (2019) and 

Amuna et al. (2020). However, Beynon et al. (2020) concluded that entrepreneurial characteristics alone 

were not enough for business establishment that could bring down unemployment in urban areas but 

that it should be combined with innovation. Other findings from this study revealed that the extent of the 

effect of entrepreneurial characteristics on business establishment was less than in the growth stage, 

thus an indicator to policy makers and business owners about the extent of entrepreneurial support 

required for each level of business existence. The overall conclusion is that there is a significant positive 

relationship between entrepreneurial characteristics and business establishment thus accepting H1. 

Entrepreneurial Characteristics and Business Sustainability 

According to Mile et al. (2022). SMEs have a positive impact on employment generation and thus help 

in mitigating the impact of increasing unemployment. As a result, assessing the impact of entrepreneurial 

characteristics on the sustainability of new businesses and business units becomes paramount. 

Considering a 95% significance level, where P<=0.05 and t>1.96, the results presented in Table 4 reveal 

that entrepreneurial characteristics have a negative insignificant impact on the sustainability of a 

business (ß = -0.071; t = 0.852; P = 0.394). A negative beta of 0.071 signifies a negative impact of 

entrepreneurial characteristics on the sustainability of a business. This result shows a very weak inverse 

relationship; because 0.071 is closer to zero, thus the impact is insignificant. Therefore, we can conclude 
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that there is no significant relationship between entrepreneurial characteristics and business 

sustainability. Thus we reject H2 that entrepreneurial characteristics influence SME sustainability.  

However, these results contradict the findings of research conducted by Pulka et al. (2021) that 

entrepreneurial characteristics helped to achieve SME sustainability and improved performance, as well 

as research by Rahadhini and Lamidi (2023) that found that entrepreneurial characteristics enabled 

SMEs to survive and expand their markets hence bringing about sustainability. Other findings by 

Rahadhini and Lamidi (2023) were that entrepreneurial characteristics combined with the business 

environment were the reason for sustainability while Pulka et al. (2021) identified entrepreneurial 

characteristics coupled with government business support as a factor contributing to SME sustainability. 

Thus this study’s findings’ deviation from the findings of these other studies could be because 

entrepreneurial characteristics were not combined with any other variables. This finding may suggest 

that entrepreneurial characteristics alone are not enough to bring about SME sustainability; 

entrepreneurial characteristics combined with other factors may also have to be investigated.  

Entrepreneurial Characteristics and Business Growth 

Gregori and Holzmann (2020) opine that the growth of new businesses leads to new jobs and curbs the 

impact of increasing unemployment. It therefore became of interest to investigate whether 

entrepreneurial characteristics influence business growth. According to Barine (2021) entrepreneurial 

characteristics result in owner competency which will lead to higher profitability, customer satisfaction, 

market share and growth. The findings from this study show a significant positive relationship between 

entrepreneurial characteristics and business growth, concurring with the findings of Gregori and 

Holzmann (2020). A greater beta value of 0.447 shows a greater influence of entrepreneurial 

characteristics on SME growth. Thus we accept H3 that entrepreneurial characteristics influence 

business growth. The findings also reveal that entrepreneurial characteristics play a bigger role in the 

growth stage of SMEs, therefore more support for entrepreneurial characteristics should be focused on 

the growth stage. However, findings slightly differ from those by Isichei, Emmanuel and Odiba (2020) 

who found that not all entrepreneurial characteristics positively influence SME as risk taking proved not 

to have a significance on business performance.   

No study is without limitations, and the limitations of this study were that data was collected only from 

the provincial capital city of Gqeberha due to the large concentration of SMEs in the city. A generalisation 

of the results to represent the whole Eastern Cape Province may not be a true reflection of SMEs in the 

province. This is so because Gqeberha is an urban area whilst the rest of the province is mainly rural. 

Had the data been collected from a rural area, the findings might have been different. Secondly only 

registered and operating SMEs were used. This excluded SMEs operating in the informal sector as well 

as SME owners who closed down. Such SMEs could have experienced more of the impact of 
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entrepreneurial characteristics on their businesses. This study did not differentiate SMEs according to 

industries, it can be of interest to further investigate the impact of entrepreneurial characteristics to SMEs 

in a specific industry as well as which industries are mainly affected. The study also did not investigate 

the mediating effect of the dependent variables to explain the impact of entrepreneurial characteristics. 

The following questions arise from this study: 

Why do entrepreneurial characteristics influence growth more than other stages? 

Why is entrepreneurial characteristics significant in the sustainability stage only when it is combined with 

other variables? 

What is the effect of entrepreneurial characteristics on SMES in the various business sectors?  

Conclusion 

The study examined the impact of entrepreneurial characteristics on SME existence. The findings were 

that entrepreneurial characteristics had a significant positive impact on SME establishment and growth 

while it had no significance for SME sustainability. H1, which states that entrepreneurial characteristics 

influence business establishment, and H3, which states that entrepreneurial characteristics influence 

business growth, were accepted.  

These findings imply that a unit change or increase in owner/manager’s entrepreneurial characteristics 

would also result in business establishment or growth. However, H3 was rejected because the results 

did not show any significant influence of entrepreneurial characteristics on SME sustainability. This 

finding deviates from Ismail (2022) findings that entrepreneurial competencies had a positive significant 

effect on sustainability when mediating entrepreneurial innovation. The findings in Ismail’s (2022) study 

could imply that entrepreneurial characteristics alone does not lead to SME sustainability but unless 

when combined with other variables. However Pulka et al. (2021) conclude that entrepreneurial 

characteristics partially have a significant effect on business sustainability. It was noted in these 

reviewed studies, however, that entrepreneurial characteristics were being tested in conjunction with 

other variables, and only then did it have an impact on sustainability. Also, it was noted that the extent 

of entrepreneurial characteristics was more in the growth stage followed by the establishment stage. 

This suggests that more support for entrepreneurial characteristics should be given in the growth stage 

than in any other stage as the impact is greatest there. Entrepreneurial characteristics show no impact 

in the sustainability stage yet other studies in the literature do show entrepreneurial characteristics 

influencing sustainability when combined with other factors.  

A new finding is that the extent of the influence of entrepreneurial characteristics on SME existence 

varies in the different stages of SME existence. Further studies can be done to investigate why 

entrepreneurial characteristics have an impact in the sustainability stage when they are combined with 
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other variables. Secondly, it is important to carry out studies to investigate why entrepreneurial 

characteristics have more impact in the growth stage and so little impact in the sustainability stage 

compared to the other stages.  
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