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Abstract: 

This research examined the association of business skills that affect a business’s competitiveness in 

the initial year of operation. SMEs are the backbone of global economies. South Africa has the highest 

rate of business failures among nations with less than a year of existence. In South Africa, most new 

businesses are founded yearly and fail within a few years. Lack of technical skills and a shortfall in 

leadership and pricing skills as barriers to business competitiveness. Phenomenological (qualitative) 

approaches were used to address the association of business skills that affect a business’s 

competitiveness which creates barriers detrimental to a business’s ability to perform and compete. 

Explanatory research enabled to gain insights about of the relationships between the deficit, which 

severely hampered the competitiveness of business. Semi-structured interviews were one of the data 

collection methods employed in the study. The results showed inadequate bookkeeping, pricing, and 

leadership as barriers detrimental to a business’s ability to perform and compete in the first year of 

operation. The study concludes that businesses should acquire accounting skills in order to help with 

future sales estimates, operating costs, and asset requirements for demand. Eliminating gaps is done 

through the bookkeeping and pricing skills' subpar business competitiveness. 
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Introduction 

Small and medium-sized businesses (SMEs) are the backbone of global economies and the first step 

toward industrialisation in developed and developing nations. Seturumane (2023) indicates that SMEs 

significantly contribute to accelerating industrialisation by adopting innovative technologies and novel 

production methods. By accurately detecting market inefficiencies in critical industries, industrialisation 

through SMEs boosts and deepens several sectors, most notably the economy's competitive advantage. 

In developing nations, SMEs comprise over 99% of all businesses, while in the Sub-Saharan African 

region, comprise over 95%. Nyondo (2022) articulates that since the 1990s, have been drawn to 

examining SMEs' role in development platforms. This is because changes in the global economy during 

this time have presented SMEs with both opportunities and challenges. The obscurity of business 

competitiveness, particularly in the SME sector, has resulted from economic instability in South Africa. 

Fortuin (2021) states South Africa has the highest rate of business failures among nations with less than 

a year of existence. In South Africa, most new businesses are founded yearly and fail within a few years. 

Due to domestic and international competition pressure, survivalist businesses remain static. 

Jayasekara, Fernando & Ranjani (2020) highlight South African business owners in the first year of 

operation struggle to manage capital inflow and outflow, which is detrimental to the business’s ability to 

survive and compete. Furthermore, as a result of businesses struggling to reach the desired profit 

margins to be competitive in the first year of operation, a high failure rate was caused by inadequate 

pricing strategies. Mayr, Mitter, Kücher & Duller (2021) state poor management of scarce business 

resources, and ludicrous decision-making results from a leadership deficiency in South African 

businesses during the first year of operation. The high failure rate of businesses in the first year of 

operation in South Africa is mainly attributed, according to Asgary, Ozdemir & Özyürek (2020), to 

inadequate leadership abilities. This research examined the association of business skills that affect a 

business’s competitiveness in the initial year of operation.  

Literature Review 

In South Africa, businesses are just starting to face a shortage of expertise. According to Matić (2022), 

this deficit has severely hampered the SME sector, particularly those in the initial year of operation. 

Ziółkowska (2021) identifies a lack of technical skills and a shortfall in business skills as barriers to 

business competitiveness. Matić (2022) and Pramono, Sondakh, Bernarto, Juliana, and Purwanto 

(2021) state that these businesses still operate in a highly turbulent business climate due to inadequate 

bookkeeping, pricing, and leadership. 
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Leadership Deficiency 

Gupta & Tyagi (2023) outline leadership as the practice of using influence to help people achieve the 

goals in the workplace. Effective leadership is seen as a natural source of management development 

and a constant competitive advantage for the survival of businesses in South Africa, particularly during 

the first year of operation. The leadership styles of business owners significantly impact whether a 

business survives or fails in the first year of operation, according to Henley (2022). Particularly in the 

initial year of operation, a corporation's survival, growth, and profitability are significantly influenced by 

the leadership styles of business owners in the first year of operation. Ahmad, Ahmad, and Alam (2024) 

stipulate that most business owners need more leadership abilities during the first year of operation. 

These skills include assertive conduct, problem-solving, negotiating, and conflict resolution. Businesses 

that do not have strong leadership in the first year of operation are less likely to survive. According to 

Matić (2022), a lack of leadership skills in businesses in the first year of operation leads to inadequate 

debt management, a failure to obtain relevant information about business management and 

environmental factors, and a failure to identify opportunities, challenges, and threats that affect survival 

in the first year of operation. Restricted leadership competence and business-appropriate operational 

methods plague businesses under one year of existence.  

Pricing Deficiency 

Online marketing has produced a search engine that allows customers to do a thorough, cost-free 

search for goods, as Malesev & Cherry (2021) noted. In the first year of operation, businesses must cut 

prices due to consumers' ability to compare prices directly and the expertise in finding close substitutes. 

Price dumping that results from an internet marketing platform, according to Ziółkowska (2021), is 

terrible for businesses that are just starting. To defend and/or gain market share, most Medium-sized 

and Large South African businesses use price dumping, according to Andersen, Aagaard, and 

Magnusson (2022). In the first year of operation, these businesses use online marketing platforms as 

entry barriers and defensive strategies. In addition; also difficult for startups to counter strategies and 

wage a pricing war against medium-sized and large businesses with sufficient funding because of the 

lack of financial means to operate during the first year of operation. The internet marketing platform, 

asserted by Thaha, Maulina, Muftiadi, and Alexandria (2021), has a concerningly unfavourable impact 

on business competitiveness during the first year of operation. In addition, a high failure rate was brought 

about by inadequate pricing tactics, as new businesses found challenging to reach the profit margin 

targets to remain competitive. Redjeki & Affandi (2021) articulate that lowering product prices is a 

significant problem because developing new products and/or introducing existing ones comes with hefty 

expenses. Sales growth is typically modest during the introduction period of a new product since takes 

time to roll out a new product, solve technical issues, fill dealer pipelines, and win consumer 

https://doi.org/10.51137/wrp.ijarbm.2024.snat.45621
https://www.wr-publishing.org/


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.2024.snat.45621  

 

 

 

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

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

acceptability. Due to the necessity of informing potential customers, promotional expenses have the 

most significant ratio to sales, profits are negative or low, and prices are typically higher due to high 

costs. Qalati, Yuan, Khan, and Anwar (2021) indicate that businesses that introduce new products face 

significant expenses, and those that do not have easy access to capital produce subpar goods in the 

first year of existence. The subpar product severely impacts the competitiveness and survival of 

businesses in the first year of existence. The insufficiency of prices on rival products directly affects fixed 

and variable costs and the need to maximise profit for businesses to survive the initial year of operation. 

According to Redjeki & Affandi (2021), inadequate pricing methods have a detrimental effect on 

competitive offerings. 

Bookkeeping and Accounting Skills 

Fortuin (2021) highlights that the majority of South African businesses in the first year of operation are 

intimidated by the terms bookkeeping and accounting, even though these skills are necessary to monitor 

financial transitions like cash inflows and outflows, increase profits and help keep track of essential 

financial data. Financial standing is crucial when a business wants to access investors and the credit 

market. Leadership abilities directly impact business financial health. Skills also influence the business's 

ability to determine funding sources. In the first year of operation, bookkeeping is one of the business 

skills that businesses should know to help with liquidity. Nyondo (2022) articulates that bookkeeping 

informs newly established businesses about the financial performance in the first year of existence. This 

skills makes Effective business decision-making possible, and business performance informs business 

decisions. A vital component of the business's liquidity and profitability is skill. During the first year of 

operation, the skills help organisations reduce the risk of future cash flow issues. Seturumane (2023) 

indicates that bookkeeping documents all business financial transactions. Regarding bookkeeping, 

single and double-entry systems are the most popular. For more beneficiaries, a single-entry transaction 

is the main focus of the single-entry system, and the entire business transaction needs to be sufficiently 

recorded for tax purposes. The primary focus is on single commercial transactions, which may involve 

revenues or expenses. Businesses in the first year of operation can quickly identify the present loss 

and/or profit of the business due to this technique. Most businesses record business transactions using 

debits and credits and employ the double-entry system, which is self-balancing.  

Mokwana (2021) states that the total recorded debit and credit values must match. This comprehensive 

bookkeeping system concentrates on the income statement and balance sheet when combined with the 

accrual bookkeeping technique. Businesses worldwide are encouraged to use this system to record 

bookkeeping transactions. Monitoring stems from the fact that every transaction is at least twice 

recorded using credits and debits. Bachuza (2020) assert that bookkeeping helps to have sufficient 

business records and positively impacts a business’s performance in the first year. Business records 

https://doi.org/10.51137/wrp.ijarbm.2024.snat.45621
https://www.wr-publishing.org/


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.2024.snat.45621  

 

 

 

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

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

are crucial for expansion, liquidity, and investor capital acquisition. In the first year of operation, 

bookkeeping expertise helps startups reduce the risk of poor cash management, directly affecting the 

business’s liquidity and expansion. The ability helps ensure proper management of the business. When 

obtaining funds from investors and financial institutions, adequate bookkeeping is crucial. The 

profitability and future growth assessment of the business are made possible by accurate business 

records. According to Ndururi (2020), accounting expertise is a valuable analytical tool that can assist 

startups in the first year of operation with future sales estimates, operating costs, and asset 

requirements. This ability gives businesses starting a better understanding of how supply chains and 

production processes relate to operating expenses. Organisations can connect costs to pertinent 

activities and effective cash flow management in the first year of operation. 

Pricing Strategy 

Jeong & Chung (2023) state that businesses can become price competitors by developing marketing 

competencies. Chaithanapat & Rakthin (2021) and Jeong & Chung (2023) agree that entrepreneurs 

should implement a pricing plan in the first year of business to increase profit margins. Formulating a 

pricing plan, made possible by marketing skills, helps businesses in the first year of operation to be 

sufficiently informed about pertinent cost aspects to establish a competitive price for the goods and/or 

services. Price was linked to expenses incurred in the production, delivery, and marketing of the 

business’s goods by Dwivedi & Pawsey (2023). Financial costs are associated with consumers' 

evaluation of the value of any competitive offerings. Chaithanapat & Rakthin (2021) state a direct link 

between competitive offerings, pricing, and a business’s ability to survive the first year. A competitive 

offering's established pricing determines a business’s marketability. Lam (2021) highlights that a pricing 

strategy can help startups achieve competitive pricing on offers by combining products or services 

and/or introducing new ideas. Silva, Royo, and Velasquez Serrano (2021) state that implementing 

product bundling through marketing techniques helps create distinctive, competitive offers that are one-

of-a-kind and contribute to the survival of businesses during the first year of operation. In the first year 

of operation, businesses can remain competitive by introducing innovative and competitively priced 

niche offerings. In the initial year of operation, businesses can use the marketing intelligence system to 

create competitive pricing for speciality offerings. According to Lam (2021), businesses with pricing 

abilities can start using price discrimination, which is advantageous for survival during the first year of 

existence. Moreover, price discrimination gives businesses innovative pricing and price lining 

capabilities throughout the initial year of existence. Businesses can launch comparable competitive 

goods and/or services that rivals provide with a suitable price strategy to satisfy a range of client wants 

under various market circumstances. In the first year of business, competitive offerings' pricing helps 

businesses gain a sufficient market share. Informational advertising aimed at the intended audience is 

connected with competitor offerings' adequate pricing. 
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Methods and Data 

This qualitative study sought to gain an in-depth understanding through explanatory research. 

Explanatory research was used to investigate the association of business skills that affect a business’s 

competitiveness in the initial year of operation. Explanatory research enabled the establishment of the 

relationships between the deficits, which severely hampered businesses' competitiveness in the initial 

year of operation and enabled the investigation of poor management of scarce business resources and 

ludicrous decision-making relationships with skills deficiency in the first year of operation. Ethnographic 

strategy to gain insights about inadequate bookkeeping, pricing, and leadership as barriers detrimental 

to a business’s ability to perform and compete in the first year of operation. Furthermore, an 

ethnographic approach was employed to understand that the high failure rate of businesses in South 

Africa's first year of operation can be attributed to inadequate bookkeeping, pricing, and leadership skills. 

The targeted population size consisted of 311672 small businesses not older than one year that had 

been registered with the Companies And Intellectual Property Commission in South Africa in the first 

quarter of 2023 and was no more than a year old. 

To sample a population with a 0.1 per cent chance of selection and to remove bias, essential random 

sampling was employed. Excel Quantitative Management (QM) software was used for the simple 

random sample. An instrument consisting of thirteen sub-questions was constructed using semi-

structured interviews. Participants in semi-structured interviews could discuss the deficiency of business 

skills that affect a business’s competitiveness in the initial year of operation. Semi-structured interviews 

enabled the participant to articulate during the interview challenges that business owners in the first 

initial year of operation find relevant in a personal and business capacity. Semi-structured interviews 

focus on reconceptualising or examining the association of business skills that affect a business’s 

competitiveness in the initial year of operation. Emerged posterior constructs on the study from 13 sub-

questions were to determine how business skills affected the business’s performance and whether 

business acumen and a business’s performance during the first year of existence are correlated. The 

study adhered to the academic institution's Code of Conduct for Research, and gatekeepers‘ letters 

were obtained from incubators. The study's focus areas were objectively determined by first asking 

broad questions. In addition, the purpose of clarification was to support participants in answering the 

questions. Establishing a rapport helped interviewees become more credible by removing their worries 

and anxiety. The primary goal of the interviews was to extract qualitative data from the participants to 

identify the association of business skills that affect a business’s competitiveness in the initial year of 

operation. The voice recordings and transcriptions of the interviews ensured the accuracy of the data. 

Themes were created by classifying the transcribed input into meaningful groups. The thematic analysis 

yields topics coded or categorised for further examination. Data was categorised based on the research 
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topic and the study's purpose. The key findings were compiled from themes that surfaced and shared 

behaviours among participants. Themes that arise from thematic analysis are categorised or classified 

to facilitate analysis. Emerging themes aligned with the study's goal, and participant patterns combined 

to form the primary findings. Themes and sub-themes from the literature are integrated into the 

conversation through deductive coding. Themes from observations and insights show a deficiency of 

business skills that affect a business’s competitiveness in the initial year of operation. Through 

conceptual analysis, issues for analysis and interpretation arose from the contributing factors that led to 

first-year business failures in South Africa. Several ethical approaches were adopted during this 

research study. Furthermore, a ' 'gatekeeper's letter was obtained from incubators. 

Results 

The impact of business acumen on a business’s ability to compete during the first year of operation was 

examined in the first theme. More than half of the participants cited marketing as a talent business that 

could be used to break into new markets. A small percentage of participants stated that the ability to 

lead others and effectively manage finances and costs comes after leadership when managing scarce 

resources. Accounting and bookkeeping abilities were cited by 70 percent of participants as being crucial 

to enhancing the financial health of the business and lacking in the current workforce.  

The participant quoted, “Only knowledgeable with the basic knowledge of accounting and bookkeeping. 

The basic knowledge is due to working experience.” 

The participant quoted, “The inadequacy of lack of accounting and bookkeeping skills created 

competitive vulnerability on business profit margins and directly impacted business market 

reconnaissance.” 

A small percentage of participants identified project management, leadership, and marketing areas 

where the business lacked specific skills. Furthermore, every responder mentioned the lack of 

negotiating skills as a soft talent the business needs for planning and contract negotiations.  

The participant stated, “The lack of negotiation skills influences business growth and liquidity of the 

business, and continuous bases need to negotiate and make concessions with investors for capital and 

equity percentage.” 

60 percent of the participants explained how to harness technical capabilities to create unique features 

that set them apart from the competition. Engaging with customers is one way to adapt to competitive 

situations and outcompete competitors. A small percentage of interviewees mentioned working with 

other businesses to address weaknesses in the own business. Issues that pose a risk to the prosperity 

of industry players are resolved by industry experience and serve as a competitive advantage. Acquired 
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expertise in cost optimisation and problem-solving is applied to tackle issues jeopardising the business’s 

viability. 

The participant quoted, “In negotiation situation, distributive tactics are used to gain concessions from 

the other businesses plus as much of the potential resources as possible; whereas, integrative tactics 

involve trade-offs and satisfying the interests of all the negotiation participants.” 

Discussion 

In the first year of operation, the first theme sought to determine how business skills affected the 

business’s performance. According to the findings, participants found challenging to improve the 

financial situation because of the limited financial resources, which makes difficult for the business to 

survive in the first year of operation in South Africa. Lack of accounting expertise to reduce transaction 

and translation risk from foreign exchange market fluctuations, which affect the business's ability to 

compete, is a significant issue that participants identified. According to participants, developing financial 

strategies to increase the business's liquidity with limited financial resources is another barrier to the 

business’s survival. According to participants, developing and analysing financial statements and 

maintaining financial records might be difficult when one lacks bookkeeping abilities. According to Fadil 

& St-Pierre (2021) and Markus & Rideg (2021), bookkeeping records business financial transitions. Both 

authors emphasise the importance of monitoring cash inflows and outflows for business management, 

particularly for businesses with limited financial resources. There is a correlation between the literature 

and the responses, which is interesting since both point out that learning accounting and bookkeeping 

skills can assists remove some of the obstacles that prevent businesses from surviving in the first year 

of operation in South Africa. 

The inability of a corporation to respond effectively to competitors' price defensive strategies hinders the 

existence, as participants noted while discussing pricing strategy expertise. According to participants, 

more delegated skills to help with brand positioning and business providing advertising to boost the 

business’s competitiveness is still a big issue. Participants expressed a technical orientation, and the 

business lacks project management expertise to help with feasibility studies, business projections, and 

contract negotiations. Ngibe (2020) indicates that strong leadership qualities are essential to a 

microbusiness's sustainability, particularly during the initial year of existence. Leadership abilities that 

enable aspiring business entrepreneurs to organise the businesses properly. Participants cited financial 

and marketing expertise as critical business competencies. Participants stated that marketing expertise 

is a crucial factor in a business’s ability to compete, particularly when it comes to gaining market share 

and expanding into new markets. Participants went on to say that a business cannot operate without 

marketing. Proficiency in finance is essential for effectively allocating and allocating scarce resources. 

According to Ziółkowska (2021), financial management skills are the foundation for business survival 
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because few financial resources are available to businesses in the early stages of development. The 

comments and the literature are consistent since they emphasise the importance of business skills for 

adequately allocating resources and accomplishing objectives. 

The second theme sought to determine whether business acumen and a business’s performance during 

the first year of existence are correlated. The results showed that participants' technical abilities provide 

unique characteristics to outperform rivals. Participants mentioned that technical expertise is also a 

marketing tool to promote the business’s competitiveness. Participants said that specific preferences 

created with unique product qualities are used to compete and pursue a market niche that well-

established businesses target. Quality of products and services fosters enduring, devoted customer 

connections and marketing (word-of-mouth), leading to customer satisfaction, a crucial component of 

corporate competitiveness, according to participants. Customers utilise word-of-mouth to communicate 

with nearly a dozen brands, and this is an effective strategy for smaller firms, according to Indrawati 

(2020) and Purnomo (2023), who both highlighted the importance of business competency in creating 

a competitive edge in the marketplace. The literature and responses stress the importance of unique 

competence as a survival strategy for start-up businesses. Participants stated that the primary purpose 

of strategic alliances in contractual agreements is to be competitive with other businesses that share 

similar interests. By splitting fixed expenses to win contracts, strategic alliances allowed for sharing 

financial resources. Olazo (2023) asserts that a strategic alliance is a helpful instrument for bringing 

complementing abilities and resources that neither business could easily grow together. The research 

and responses agree with one another since they both stress how crucial teamwork is to achieving 

organisational goals. 

Participants discussed how industry experience is used as a competitive advantage to overcome 

obstacles jeopardising the business’s viability. Most business problems that the business has faced are 

reruns of concerns or problems faced by the industry before the business’s founding; as a result, prior 

experience contributed to the solutions that the participants expressed. Participants noted how learned 

skills were applied to lessen the impact of difficult-to-implement business objectives. Participants stated 

that cost optimisations were the best way to deal with issues related to financial resources. The working 

capital of the business participants is increased by lowering business profit margins, reducing the 

percentage of profit sharing for business owners, and forging strong bonds with allies in the forwarding 

channel to cut expenses by taking advantage of the win-win possibilities that participants raised. 

Conclusion 

The study emphasised the association of business skills that affect a business’s competitiveness in the 

initial year of operation. The ability to track cash inflows and outflows give business owners the 

necessary knowledge to assess their businesses success and provides a path to survival during the first 
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year of operation. Strong bookkeeping abilities are crucial to a company's liquidity and survival 

throughout its first year of existence. Furthermore, according to Nyondo (2022) having skills helps 

business leaders anticipate future financial issues and be knowledgeable, both of which are essential 

for a company to survive. The dynamic basic administrative leadership mechanism is the bookkeeping 

framework. Additionally, it offers coordinated methods for gathering information about social events 

related to various business relationships, which helps administration with commercial operations in 

South Africa throughout the first year of operation. Empirical findings extant in the previous section 

identified accounting and bookkeeping skills and pricing skills as business skills suitable for survival in 

the first year of operation in South Africa. Both scholarly works and in-person interviews have highlighted 

the bookkeeping and pricing skills' subpar business competitiveness in the first year of operation in 

South Africa. 
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