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Abstract:

Small, medium, and micro enterprises (SMMEs) play a critical role in supporting economic activity,
particularly within emerging economies. They are often credited with contributing meaningfully to
employment creation, innovation, and national income. Despite their importance, a concerning number
of these enterprises struggle to survive beyond their early stages. Their high failure rate has become a
recurring theme in academic and policy discussions. Ensuring the continuity and growth of SMMEs is
not only necessary for local development but is also tied closely to broader economic progress. Among
the many factors that influence business success, capital structure choices stand out as a key area of
concern. This research examines how different capital structure decisions impact the survival and
growth prospects of SMMEs operating in South Africa, in the Durban area of KwaZulu-Natal province. A
total of 103 enterprises participated in the study, selected through a convenience sampling approach.
The data were analysed using Partial Least Squares Structural Equation Modelling (PLS-SEM), version
5.0. The results indicate that enterprises relying on internal sources of funding, such as retained profits,
owner savings, supplier credit, and informal financial support, are more likely to sustain operations and
experience growth. In contrast, financing through debt and external equity showed limited influence on
performance outcomes. The findings point to the importance of internal financial strategies in supporting

the resilience and development of SMMEs in developing economic settings.
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Introduction

Compared to other African countries, South Africa stands out as a relatively industrialised economy but
faces some of the world’s most severe inequalities, accompanied by rising unemployment levels
(FinMark, 2015). Research focused on South African SMMEs reveals that these businesses provide
approximately half of the nation’s employment, underscoring their vital economic role (Rajagukguk,
Sofyan, & Yuniarty, 2025). The South African government recognises the importance of SMMEs, viewing
them as key contributors to economic growth, innovation, job creation, and long-term sustainability
(Bureau of Economic Research, 2016; Forte, Barros & Nakamura, 2013; Mogashoa, 2016).
Nonetheless, despite being regarded as crucial engines for development and employment, many
SMMEs struggle to survive, with a significant number failing within their first three to five years of
operation (Brijlal, Naicker & Peters, 2013). The International Leadership Development Programme
(ILDP) (2014) highlights the importance of grasping the barriers and drivers that influence growth and
sustainability among SMMEs, as this understanding is vital for boosting economic development. In
South Africa, however, many of these businesses find it difficult to achieve their growth potential and
often stall early in their development (Ngubane, 2015). Although the value of SMMEs is well established,
researchers have also documented the challenges and obstacles these firms face (Martinez, Scherger
& Guercio, 2019). The National Development Plan (NDP) in South Africa has called for more focused
research, particularly around the role of debt and equity financing for SMMEs (Mokuoane, 2016). It's
clear that financial resources form the bedrock for growth, supporting various other elements crucial to
business success (Ngubane, 2015). According to Koropp, Grichnik & Kellermanns (2013), having
access to enough appropriate capital is one of the most important factors a company needs to grow and
continue operating. Without growth, survival becomes uncertain. Thus, the survival of SMMEs is tightly
linked to economic growth, which is generally measured by consistent increases in profits over a period
of three years (Okoye et al., 2013; Shin et al., 2017). Because of this, it's really crucial for SMMEs to
manage their capital structure carefully. The financing decisions they make can have a big impact on
whether these businesses manage to grow and stay afloat over time (Zunckel & Nyide, 2019). With this
in mind, the study focuses on pinpointing the key factors that influence how these firms choose their
capital structure, and how those choices affect their chances of survival and expansion in a developing

economy.

SMMEs are widely regarded as the cornerstone of economic development in emerging and developing
economies, however, their long-term survival and growth remain highly uncertain (Rajagukguk, Sofyan,
& Yuniarty, 2025). These enterprises frequently operate under conditions of limited capital, restricted
access to credit, and rising operational costs. In such a setting, decisions about financing are not simple
choices, they can determine whether the business grows or disappears. A single poorly timed loan or

reliance on unsuitable funding can create long-term strain, while carefully planned financial strategies
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may provide stability during economic turbulence. Decisions about financing in small businesses rarely
occur in isolation. They are shaped by a combination of internal elements, such as managerial
experience and available cash flow, alongside external influences like economic volatility, market trends,
and the accessibility of credit facilities. These influences rarely act alone; instead, they overlap and
sometimes pull in different directions, shaping how businesses cope with uncertainty and maintain their
operations. The interaction of these forces can make financial decision-making more complex than it
appears on the surface. In light of this, the study considers two important questions: What drives these
enterprises to select a particular capital structure? And how do those choices affect their chances of
survival and growth in contexts where resources are limited? These questions matter because the
outcome of financial decisions often determines whether a business grows, stays afloat, or disappears
altogether. This work is intended to provide insights that will be meaningful not just in academic
discussions but also for those involved in running and supporting these businesses, entrepreneurs,
advisers, and policy makers. A clearer understanding of the factors at play can help firms choose
financing strategies that reduce exposure to risk while opening paths for sustainable growth, a priority

that remains urgent in most developing economies (Djabang, Shubita & Konstantopoulou, 2025).
Literature Review

Theoretical Framework and definitions of key concepts pertinent to this study.

As a point of departure, this study unpacks the theoretical framework that was pursued by first discussing

relevant terms.
Capital Structure

The whole idea of capital structure really became well-known after Modigliani & Miller’s influential paper
in 1958. They introduced what’s often called the “irrelevance theory,” which basically says that how a
company raises its money doesn’t actually change what it's worth. Since then, two main theories have
shaped how we think about capital structure: the trade-off theory and the pecking order theory. The
pecking order idea says that companies tend to prefer using their own money first, then borrowing, and
only turning to outside investors as a last option (Trinh et al., 2017). The trade-off theory, meanwhile, is
about weighing the tax benefits of debt against the costs that come with it (Serrasqueiro, Nunes &
Armada, 2016). When it comes to actual studies looking at financing decisions, most have focused on
big companies, not the smaller ones, even though those smaller firms are pretty important too (Rao,
Kumar & Madhavan, 2019).

Survival

The survival and ongoing operation of firms are often seen as vital to driving economic growth (Shin et

al., 2017). According to Okoye et al. (2013), sustained positive growth is a key factor that determines
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whether a firm continues to exist. They also point out that survival depends on several elements,
including how old the firm is, its size, the skill level of its employees, and the amount of leverage it
carries. Meanwhile, Aigbavboa, Tshikudo & Thwala (2014) stress that an entrepreneur’s networking
skills play a crucial role in keeping a business afloat. In agreement with Okoye et al., Liu & Pang (2015)
argue that older and larger firms tend to have a better chance of surviving over time. Cant, Erdis, and
Sephapo (2014) observe that many small businesses in South Africa are primarily survivalist in nature,
meaning their growth remains limited, which in turn restricts broader economic progress and only
modestly reduces poverty levels. This reality is reflected in the National Small Business Amendment,
which classifies small businesses into categories such as survivalist, micro, very small, small, and
medium enterprises (ILDP, 2014). Given this, it is clear that ensuring the sustainability of this sector

should be a priority for any government (Ngubane, 2015).
Growth

Though growth is widely accepted as an important sign of a successful business, actually measuring it
isn’'t as straightforward as it may seem. In reality, many countries don’t apply the same standards when
it comes to defining or tracking growth and in some cases, it's not measured at all (Ngubane, 2015).
What makes it even more complex is that growth can mean different things to different people: some
focus on rising sales, while others associate it with value creation or even expanding the physical
footprint of the business (Gupta, Gupta & Krishnaswami, 2013). Although business growth is often seen
as a key sign of success, tracking it accurately presents certain difficulties. In many countries, there’s
either no standard way to measure growth or it's not measured consistently at all (Ngubane, 2015).
Growth itself can take different forms, some look at increases in sales, others consider value creation
or physical expansion (Gupta, Gupta & Krishnaswami, 2013). According to Sarwoko & Frisdiantara
(2016), the personal qualities of the business owner or manager, such as their motivation, experience,
background, and personality, can have a strong influence on how a business grows. Tundui and Tundui
(2012) point out that the capital a business starts with is another key factor, not just for expansion but
also in shaping profitability and financial structure over time. Blasco, Carrizosa & Llopis (2016) explain
that growth can be captured in various ways, such as higher staff numbers, rising profits, better
productivity, or increased turnover. Along similar lines, Wang (2016) and Blasco et al. (2016) define high
growth as a 20% annual rise in employment over three consecutive years. Omar (2016) supports that
view and notes that turnover and job creation are two of the most important signs of SMME growth. This
is echoed in empirical studies by Moen, Heggeseth & Lome (2015), as well as by Lekhanya (2016) and
Kovag, Sesnié & Kristo (2018), who all found that these two indicators, turnover and employee growth,
are most commonly used to measure expansion. For this study, SMME growth and survival were

assessed using both the number of employees and the turnover levels reported by the firms.
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The advent of capital structure began with a seminal paper by Modigiliani and Miller in 1958 known as
the “irrelevance theory” which concluded that the value of a firm remains unchanged notwithstanding
the financial decisions made by firms (Chandrasiri, 2025). The main theories of capital structure are the
trade-off order theory and pecking theory. The pecking order theory posits that businesses have a
preference in the type of financing; with internal financing utilised first preference, debt follows after and
external equity as the last option (Trinh et al., 2017). The trade-off theory refers to balancing the benefits
of debt through tax shields and the cost of debt (Serrasqueiro, Nunes & Armada, 2016). Empirical
research conducted on financing decision initiate from the capital structure theories, with a huge number

of empirical studies focusing on large firms in contract to small firms (Rao, Kumar & Madhavan, 2019).
The Interplay Between the Capital Structure, SMME Growth and Survival

Silva (2015) points out that firm growth isn’t a simple issue with one clear cause. It's quite complicated
because how growth is understood, studied, and measured can differ a lot depending on perspective,
context, and the tools used. As Bhaumik, Fraser & Wright (2015) mention, business owners often have
different ideas about what growth means to them, and they are at various stages in their business
journeys. Growth is often measured by looking at factors such as changes in employee numbers, sales
figures, or profit margins. Among these, sales growth tends to receive the most focus because consistent
sales are vital for a business to keep operating and to grow over time. Silva (2015) points out that small
businesses have a lot more varied needs and face tougher challenges compared to larger companies.
One of the biggest hurdles they often deal with is getting access to funding. Early on, the choices a small
business makes about where to get its money can really shape whether it survives and grows, as Cole
and Sokolyk (2017) have found. Their research suggests that businesses that use formal business loans
instead of personal borrowing tend to stick around longer, especially through the tricky first three years,
and also tend to earn more. They also noticed that companies with higher revenues and more educated
owners are more likely to get credit. On the flip side, Black-owned firms often struggle more to secure
these funds. But not everyone agrees; Bhaumik et al. (2015) argued that it's less about education or
race and more about how business owners see and feel about borrowing money that influences whether

they use external financing.

Getting access to funding continues to be a big challenge for many businesses. Jali (2022) explains that
one of the main problems is that many firms don’t have enough collateral, and private banks often charge
high interest rates and enforce rigid repayment plans. Because of this, a lot of new businesses view
these banks as an unreliable or limited source of financial support. Since new businesses typically have
limited capital, they tend to rely heavily on internal financing such as retained earnings and owner
capital. When additional funds are needed, banks usually become the next option. Listing on a stock
exchange can enhance a company’s ability to negotiate better financing terms (Silva, 2015). Equity

raised through stock markets is considered one of the most attractive and viable long-term financing
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methods (Sestanovi¢, 2015). Stock exchanges provide small businesses with the opportunity to tap into
public equity capital. Smaller companies often run into more problems than bigger corporations when
trying to use stock exchanges. They face things like costly transaction fees, tough rules to get listed,
and complicated legal and regulatory demands (Sestanovié, 2015). Because of this, experts have
pointed out the need for stock exchanges that are specially made for small businesses, making it easier

for them to raise the money they need (Jain, Shukla & Singh, 2013).

One important advantage of creating a stock exchange designed specifically for small businesses is that
it helps reduce information gaps in the market (Sestanovi¢, 2015; Kova¢ et al., 2013; Jain et al., 2013).
Kulkarni & Chirputkar (2014) suggest that when SMMEs are listed on these exchanges, it can
significantly boost wealth creation and help distribute it more evenly throughout the economy. Bhaumik
et al. (2015) explain that start-ups primarily rely on personal savings and trade credit for financing, while
angel investors contribute less frequently. Lately, new funding options such as crowdfunding and
business accelerators have gained traction among emerging businesses. As these companies expand,
they generally have better opportunities to secure external financing, including bank loans, venture
capital, and public equity or debt. Additionally, Bhaumik et al. (2015) emphasize that firms aiming for
growth are more inclined to seek outside financing. Silva (2015) points out that although start-ups do
use external financing, internal funds remain the primary source. Financing is a critical concern for
expanding firms, with initial capital laying the groundwork upon which all other growth factors depend
(Ngubane, 2015). Both Koropp et al. (2013) and Zunckel & Nyide (2019) stress that access to adequate

and suitable capital is essential for any business aiming to develop and sustain itself.
Methods and Data

This research focused on SMMEs located in the Durban region of KwaZulu-Natal, South Africa. The
study employed a quantitative approach with a cross-sectional design. Data were gathered through a
questionnaire featuring closed-ended questions, including yes/no, multiple-choice, and Likert-scale
formats. The sample comprised 103 participants, who were selected using convenience sampling
techniques. Data were analysed using Partial Least Squares Structural Equation Modelling (PLS-SEM)
version 5.0. The investigation focused on verifying both convergent and discriminant validity within the
examined constructs. Forsberg (2017) describes convergent validity as the extent to which related
constructs exhibit similarity, while also maintaining clear distinctions from constructs that are unrelated.
This type of validity is usually measured by the Average Variance Extracted (AVE), which reflects the
average amount of variance that a construct explains in its indicators. Fornell & Larcker (1981)
recommend that an AVE value of 0.5 or above indicates sufficient convergent validity. In contrast,
discriminant validity ensures that different constructs are truly distinct from each other, and this is
evaluated by looking at the correlations between them (Alkis, 2010). Within the PLS-SEM 5.0 software,
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the Fornell-Larcker criterion is frequently used to test discriminant validity. Additionally, to verify the

reliability of the measures, the study calculated both Cronbach’s alpha and composite reliability.

As shown in Table 1, most factors achieved Composite Reliability and Cronbach’s Alpha scores above
the 0.7 threshold, which is commonly accepted as indicating reliable internal consistency (Fornell and
Larcker, 1981; Bagozzi and Yi, 2012). There is, however, one factor, marked with an asterisk (*), with a
notably lower score of 0.490, alongside its corresponding consistent reliability coefficient (rho_A).
Although these values are less than ideal, the factor was kept in the analysis to maintain conceptual

harmony with the other variables, following recommendations from Henseler, Ringle & Sinkovics (2009).

CA rho_A CR AVE
Capital structure of the firm

0.490* 0.497* 0.796 0.662
(CapStrFirm)
Capital structure on survival and growth

0.851 1.005 0.904 0.761
(CapStrSurGrth)
Financing information on the firm

0.741 0.877 0.826 0.548
(FinInfoFirm)
Information on the firm (InfoFirm) 1.000 1.000 1.000 1.000

Table 1: Construct Reliability and Validity

As shown in Table 2, the diagonal values in bold exceed the inter-factor correlations. Consequently, it
can be established that discriminate validity was acceptable, the measurement scales have enough
validity and demonstrate high reliability.

CapStrFirm | CapStrSurGrth | FininfoFirm | InfoFirm
Capital structure of the firm 0.813
Capital structure on survival and growth | -0.302 0.872
Financing information on the firm -0.078 0.069 0.740
Information on the firm 0.017 0.126 0.129 1.000

Table 2: Discriminant Validity: Fornell-Larcker Criterion

Research Findings

Table 3 displays SMMESs’ capital structure choices when these entities were established. It shows the
level of importance of personal savings, funds from friends and family, trade credit, lease, hire purchase,
debt and external equity financing during the initial stage of the firm. External equity financing included

venture capital, private investors and government loans.
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Not important | Not Very

at all important Neutral | Important important
Personal savings 16% 0% 5% 17% 62%
Funds from friends & family 35% 9% 8% 28% 20%
Trade credit, lease, hire
purchase 25% 13% 10% 35% 17%
Debt (loan) 50% 5% 14% 18% 13%
External equity financing 56% 12% 16% 11% 5%

Table 3: Initial financing choice of firms

As reflected in Table 3 above, personal savings is of the utmost importance financing choice at the initial
stage of the firm, indicated by 62% of respondents and 17% of respondents who find personal savings
important. Only 5% of respondents provided neutral responses and 16% of the respondents indicated
that personal savings was not important at all. These findings concur with Fourati & Affes (2013) in that
majority of SMME owners utilised personal savings at the initial stage of the firm. Funds from friends
and family were important according to 28% of the respondents and very important to 20% of the
respondents; whilst 8% gave a neutral response; 9% indicated that funds from friends and family was
not important; and 35% of the respondents indicated that funds from friends and family was not important
at all. With regard to trade credit, lease and hire purchase, 35% of respondents indicated the importance
of this financing at the initial stage of the firm and 17% indicated this type of financing as being very
important. However, 25% did not consider it importance at all and 13% did not consider this financing
important. Only 10% gave a neutral response. Debt (55%) and external equity financing (68%) were
considered either not important or not important at all amongst the respondents at the initial stage of the
firm. A few (14%) respondents indicated neutral with regard to utilising debt, while 16% gave neutral
responses with regard to external equity financing. A third (31%) of the respondents indicated that debt
was either important or very important and 16% indicated that external equity financing was either
important or very important. Previous studies by Nawi (2015) and Fourati & Affes (2013) maintain that
debt financing is utilised minimally, while external equity was found as being the least preferred source
of financing. This assents with the findings of this study that debt and external equity financing was an

insignificant source of financing at the initial stage of the firm.

Table 4 demonstrates the level of importance of the same aspects as Table 3, however includes retained

earnings.
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Not important | Not Very

at all important | Neutral | Important important
Retained earnings 11% 1% 4% 14% 70%
Personal savings 18% 0% 8% 31% 43%
Funds from friends & family 44% 12% 14% 10% 20%
Trade credit, lease, hire
purchase 33% 12% 9% 31% 15%
Debt (loan) 53% 17% 6% 1% 13%
External equity financing 60% 7% 13% 8% 12%

Table 4: Financing choice of firms after being established

Most respondents (70%) in Table 4 agreed that retained earnings was of the utmost importance once
the firm was established. These findings acquiesce with Nawi (2015) who likewise remarks that retained
earnings was utilised by majority of respondents post-start up; 14% of respondents indicated that
retained earnings were important; 4% gave a neutral response and only 1% indicated that retained
earnings were not important; whilst 11% of respondents indicated that retained earnings were not
important at all. Personal savings, although somewhat important, although not as important as retained
earnings, with 43% of the respondents stating it was very important once the firm was established. Only
31% of respondents indicated that personal savings was important; 8% gave a neutral response and

18% indicated that personal savings was not important at all.

In terms of funds from friends and family, 44% of respondents consider this financing as not important
at all; 12% indicated that this financing was not important; 14% indicated a neutral response; whilst 30%
indicated this financing as either important or very important. For trade credit, lease and hire purchase,
33% of respondents considered this to be not important at all; 12% indicated that this financing was not
important; 14% gave a neutral response; 31% indicated that this financing was important; and 15%
indicated that this financing was very important once the firm was established. Debt (70%) and external
equity financing (67%) was still considered not important or not important at all amongst the respondents
once the firm was established. A mere 6% and 13% of respondents indicated a neutral response with
regards to debt (loan) and external equity financing respectively; whilst 11% indicate that debt was
important and 13% indicated that debt was very important. With regard to external equity financing, 8%
of the respondents indicated that this financing was important and 12% indicated that this financing was

very important.
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Findings on the Growth of SMMEs

2%

HOver20% p.a. ®Lessthan20% p.a. =Nogrowth ®Gotsmaller = Not applicable

Figure 1: Employment growth

Figure 1 demonstrates the growth in employment for SMME firms. In terms of employment growth as
shown in Figure 2, 37% of respondents had less than 20% per annum growth, while 35% indicated
growth greater than 20% per annum. A further 22% had no growth in the firm; 2% indicated employment
decreasing and 4% indicated that this question was not applicable to their firm. These findings reveal
that full-time employment grew less than 20% per annum for the firms. Omar (2016) speculates that an

increase in employment indicates an increase in growth.

0% 2%

mOver 20% p.a. ®mlLessthan20% p.a. = Nogrowth ®Gotsmaller = Not applicable

Figure 2: Future growth of firm

Figure 2 specifies the future growth of the SMME firms. In Figure 2, the respondents revealed their

expectations for turnover over the next two to three years. Majority of respondents (68%) indicated their
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wish to grow over 20% per annum; a further 21% expect to have growth less than 20% per annum; and
9% indicated that they did not have any expectation to grow over the next two to three years. None of
the respondents expected the turnover to get smaller and 2% of respondents indicated this as not being
applicable to their firm. None of the firms indicated getting smaller in terms of turnover. The findings
divulge that SMME firms have an expectancy for the turnover to grow above 20% per annum. Lekhanya
(2016) discovered that the majority of firms agree that an increase in sales has a significant influence
on survival and growth. According to Bhaumik et al. (2015), an entrepreneur’s strong motivation for

growth positively affects the succeeding years of turnover growth of the firm.

3% 2% 2%

mQOver 20% p.a. ®mlLessthan 20% p.a. = Nogrowth ®mGotsmaller = Not applicable

Figure 3: Growth over the last three years

Figure 3 displays that a majority of the respondents (63%) grew over 20% per annum over the last three
years. A further 30% of respondents grew by less than 20% per annum; and 3% of respondents had no
growth. There was a minimal number of firms that had become smaller (2%); and 2% of the respondents
stated that, growth did not apply to their firm. The findings reveal that the firms have grown over 20%
per annum over the last three years. The annually average growth rate of SMMEs in the area was 5.3%
(Hagos, Gebremichael & Getie, 2014).
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Figure 4: Empirical results of the research objective

To achieve the aim which was to examine the relationship between the capital structure choice and the
survival and growth of SMMEs, this was modelled in a cause and effect manner and the structural model
was assessed. Causal paths were then estimated to test the structural relationship. The value (0.095)
shown in the oval CapStrSurGrth is variance (R?) of the dependent factor CapStrFirm which indicates
whether the model adequately suits the data. R? shows the amount of variance in the dependent factor
that is explained by this objective and shows the predictive capability of the dependent factor
CapStrFirm. The assessment of the impact of the capital structure (CapStrFirm) on the survival and
growth of SMMEs (CapStrSurGrth) is to validate this objective’s fitness, which is a measure of validity.
Both R? and path coefficients (values on arrows) indicate the effectiveness of this objective and show
how well this can be shown in a model perform, as seen below in Figure 3 (Hulland, 1999). The overall
fit and explanatory power of this objective were examined, together with the relative strengths of the
individual causal path (values on arrows). Figure 3 shows the result of the structural model assessment,

with the calculated R2 values (explanatory power) and significance of individual paths summarised.
Discussion

This study focused on retail and wholesale SMMEs within the Durban area of KwaZulu-Natal, South
Africa. Given the localized nature of the research, caution must be exercised when generalizing the
findings to other regions where business conditions and economic environments may differ significantly.
The capital structure choices observed among these enterprises reflect the unique combination of
internal factors, such as managerial expertise and availability of internal funds and external pressures
including market volatility and challenges in accessing formal financing. These influences rarely act
independently; rather, they intertwine in ways that affect how these businesses respond to uncertainty

and pursue growth. The predominant reliance on retained earnings highlights a tendency towards
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financial self-reliance but may also indicate difficulties in obtaining external finance such as debt or
equity. This finding aligns with previous research that suggests SMMEs in developing economies often

face significant barriers to external funding (Djabang, Shubita, & Konstantopoulou, 2025).

By situating these results within the broader literature, it becomes clear that the balance between internal
and external financing remains a critical factor shaping SMMEs sustainability. While the reliance on
internal funds may safeguard firms from external risks, it can also constrain their capacity to invest in
growth opportunities or buffer against financial shocks. The evidence from this study complements
existing research that stresses the need for a diversified capital structure to enhance business resilience
and long-term success. However, the preference for internal funding observed here may also reflect
cautious financial behaviour, driven by concerns over debt costs or loss of control, which is common in
similar contexts. Overall, the study underscores the importance of understanding these nuanced
dynamics when developing policies or financial products aimed at supporting SMMEs in emerging

markets.
Conclusion

In summary, this research examined the capital structure decisions of retail and wholesale SMMEs in
the Durban area and how these decisions affect their survival and growth. The findings demonstrate
that while retained earnings remain the primary source of financing, exclusive reliance on internal funds
may limit business expansion. Introducing external financing, particularly debt, could provide essential
capital to complement retained earnings, thereby supporting sustainable growth and operational

stability.

The study has several practical implications. Owners and managers need to recognize the value of
maintaining transparent financial records to access external funding, which can reduce information gaps
and build investor confidence. Policymakers should also consider creating supportive environments that
facilitate SMMEs access to debt financing under manageable terms. For future research, it is
recommended to broaden the scope to other regions within KwaZulu-Natal and beyond, allowing for a
more comprehensive analysis of capital structure dynamics across varied contexts. Additionally,
comparative studies focusing on the relative impact of debt versus retained earnings on SMMEs growth
and survival would provide valuable insights to inform both academic inquiry and practical financial

management strategies.
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