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Abstract

The survival of Micro, Small and Medium Enterprises (MSMEs) depends on their ability to effectively manage
the factors that affect their performance. The study identifies through literature review, the various factors that
may be critical to the success of MSMEs in the retail sector, and therefore enhance their survival. Identification
of Critical Success Factors (CSFs) is important in that it may bring to the attention of MSMEs those CSFs which
need to be focused on in order to operate in a profitable and sustainable manner. Owner/manager commitment,
employee commitment, business planning, innovation, management of costs, customers, suppliers, information,
revenue, competitors, sources of finance, enterprise’s pool of resources and conformance to regulations were
identified as some of the CSFs which influence the success and survival of MSMEs. The study is informed and
guided by the stakeholder theory. The research lays a foundation for future study on performance measurement
framework for MSME:s in the retail sector.
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1. Introduction

Micro, Small and Medium Enterprises play a pivotal role in the economic development of any country. Recent
research highlights the importance of MSMEs in employment creation, poverty alleviation and economic
development in both developed and developing economies (Asah, Fatoki & Rungani, 2015; Isaga, Masurel &
Van Montfort, 2015; Massa, Farneti & Scappini, 2015; Yazdanfar & Ohman, 2015; Gherhes, Williams, Vorley &
Vasconcelos, 2016; Jitmaneeroj, 2016; Padachi & Bhiwajee, 2016; Valaei, Rezaei & Ismail, 2017). However, the
biggest challenge which some MSMEs face is being able to sustain their performance, and hence succeed and
survive (Ates, Garengo, Cocca & Bititci, 2013; Lampadarios, 2016). Part of the failure of MSMEs may have
nothing to do with the well-documented problems of lack of access to finance; markets and appropriate
infrastructure. Frazer, Weaven and Grace (2012) argue that having access to finance will not always result in the
success and survival of an enterprise since such finance may result in the enterprise having higher levels of debt
if the source is a loan. Thus, the enterprise may get into further financial distress if it fails to repay the loan.

Previous researches highlights the causes of failure of MSMEs as limited access to finance and high cost of finance;
lack of marketing skills and market knowledge; inadequate management and entreprencurial skills; lack of access
to infrastructure; lack of access to land; lack of information; and a hostile regulatory environment (Mudavanhu,
Bindu, Chigusiwa & Muchabaiwa, 2011; Baporikar, Nambira & Gomxos, 2016; Lampadarios, 2016). Ates et al.,
(2013) attributes part of the failure of MSMEs to strategic management issues such as failure to monitor business
performance. While most previous studies have tended to focus on identifying the causes of failure for MSMEs,
this research attempts to identify through literature review, the factors which may be critical to the success of
MSMEs in the retail sector.

The study is guided by the goal theory and the stakeholder theory. The goal theory considers the enterprise as a
rational set of arrangements oriented toward the achievement of goals (Goodman & Pennings, 1977). The
effectiveness of an enterprise is measured in terms of accomplishment of outcomes (Etzioni, 1960). Therefore,
the focus is exclusively on the end, which is the achievement of goals, objectives and targets (Henri, 2004). The
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goal theory assumes that an enterprise has ultimate goals that are well defined, few enough to be manageable,
understandable and members of the enterprise have a general consensus on these goals, and progress toward
these goals is measurable. In this regard, the MSMEs are assumed to have an ultimate goal of operating
profitably and in a sustainable manner. The stakeholder theory was first put forward by Freeman in 1984 who
argued that an enterprise should consider the interests of all the groups it relates to and not shareholders only.
The stakeholder theory identifies employees, customers, suppliers, communities, government, trade unions and
providers of finance as other stakeholders of the enterprise other than shareholders (Donaldson & Preston, 1995;
Freeman, 2010; Miles, 2012). Extant literature highlights the need for retail enterprises to have a cordial and
symbiotic relationship with their external stakeholders such as customers, suppliers and the government (Wong
& Sohal, 2002; Staughton & Johnston, 2005; Yu, 2011).

Very few studies have been carried out in the last two decades to discover the key factors that can prevent
MSME:s from continual failure (Wild, 2010; Collett, Pandit & Saarikko, 2014; Lampadarios, 2016) and there is
confusion about the factors and actions likely to facilitate their success (Liou & Smith, 2006; Laitinen, 2011). It
appears there is no extant study which conclusively provide the meaning of success to MSMEs entrepreneurs,
despite the fact that previous studies spell out the importance of having valid measures of success (Ahmad,
Wilson & Kummerow, 2011). It may be argued that there is also no agreement on what constitutes the best
measure of success. Thus, the study will highlight some of the critical success factors which have an influence
on the business performance of MSMEs.

2. Literature Review
2.1 Definition of Success and Critical Success Factors

Before attempting to highlight the critical success factors, it is important to define the concepts of success and
critical success factors. The definitions of these concepts are very important in this research since they form the
corner stones of the study. Previous research indicates that the definition of the term success in small businesses
is not easy (Simpson, Tuck & Bellamy, 2004; Simpson, Padmore & Newman, 2012; Gerba & Viswanadham,
2016; Wach, Stephan & Gorgievski, 2016). This may be due to the fact that success has a different meaning to
different people and depends on the context of the person defining it. Simpson et al. (2004) and Simpson et al.
(2012) indicate that the enterprise’s success is defined by its growth and profitability. Success can also be
defined in terms of a sense of achievement, recognition, job satisfaction, control and flexibility (Greenbank,
2001; Jayawarna, Rouse & Kitching, 2011; Wach, et al., 2016). Watson, Nicholas, Watson, Hogarth-Scott, and
Wilson (1998) argue that a business is successful if it continues to trade and is said to have failed if it ceases
trading. However, this definition of success is criticised by Simpson et al. (2004) who argue that the decision to
continue or cease trading may be influenced by other factors besides profitability and viability of the business.
The aspirations of the owners of an enterprise may be social rather than economic in nature (Nieman &
Nieuwenhuizen, 2009; Wach, et al., 2016). This may be the case especially for MSMEs, where the objective of
the owner is sometimes not to create wealth (Blackburn, Hart & Wainwright, 2013; Davidsson, 1991).
Entrepreneurs may start a business in order to become famous rather than to create wealth (Gerba &
Viswanadham, 2016) or just to create employment for family members (Papadaki & Chami, 2002).

Lack of consensus on the definition of success among researchers makes the study of success in small businesses
difficult (Rogoff, Lee & Suh, 2004; Gerba & Viswanadham, 2016). There is also no agreement on what
constitutes the best measure of success (Ahmad, ef al., 2011). The several meanings of success suggest that the
best measure of success is as defined by the owner of the small business (Simpson et al., 2004; Simpson et al.,
2012; Gerba & Viswanadham, 2016; Wach et al., 2016) and not outsiders (Simpson et al., 2004; Simpson et al.,
2012). However, this study assumes that the owner/managers of MSMEs are rational investors whose business
motive is to create and maximise their wealth. Very few studies have been carried out in the last two decades to
discover the key factors that can prevent enterprises from continual failure (Wild, 2010; Collett, Pandit &
Saarikko, 2014). There is confusion about the factors and actions likely to facilitate the success of enterprises
(Liou & Smith, 2006; Laitinen, 2011; Parnell, Long & Lester, 2015). Thus, it seems that as of now there is no
study that has been carried out to conclusively provide the meaning of success to MSMEs entrepreneurs. This is
despite the fact that previous studies spell out the importance of having valid measures of success (Ahmad,
Wilson & Kummerow, 2011).

The concept of a critical success factor was coined as long back as 1961 by Daniel and was made popular by
Rockart in 1979 (Quesada & Gazo, 2007). Rockart (1979) defined critical success factors as the limited number
of areas in which results ensure successful competitive performance for the enterprise. Oakland (2003) defines
critical success factors as those elements which should be examined to ensure effective management and
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attainment of organisational goals. Masocha and Charamba (2014) furthermore highlights that a key success
factor is anything which enables an enterprise to get business. Lampadarios (2016) and Tracy (2007) mentions
that each industry has its own critical success factors. Therefore, this research attempts to identify those critical
success factors which may be relevant to MSMEs in the retail sector.

2.2 Critical Success Factors For retail MSMES

A review of extant literature suggests that the critical success factors for the performance of retail MSMEs are
commitment of the owner/manager, employee commitment, business planning, management of information,
management of revenue, management of costs, innovation, management of customers, management of suppliers,
management of competitors, the enterprise’s pool of resources, conformance to regulations and management of
sources of finance. Literature on each of these critical success factors is presented below.

2.2.1 Commitment of the Owner/Manager

Research suggest that MSMEs which have a family CEO tend to report high return on assets and return on
investment when compared to enterprises where the CEO is not a family member and this return is even reduced
where the family CEO is not the founder (Hansson, Liljeblom, & Martikainen, 2011). This suggests that the
owner of a business is likely to make decisions that result in long term success and survival of the business. This
also depends on the motivation for starting the business, whether the owner was pushed or pulled by certain
factors (Asah et al., 2015). The management skills rather than technical skills (Asah, et al., 2015; Bager, Jensen,
Nielsen & Larsen, 2015) and the growth motivation of founders is very important and are the leading factors in
the growth, success and survival of an enterprise (Feindt, Jeffcoate, & Chappell, 2002; Halabi, Barrett, & Dyt,
2010; Isaga et al., 2015; Gherhes et al., 2016). In addition to owner involvement, lean management structure
results in optimal performance in MSMEs (Coles, Daniel & Naveen, 2008; Guest, 2009). Top management in
MSMEs may refer to the owner of the MSME or manager or both. The owner/manager is likely to have a clear
picture of the business (Berko, Ashie & Kodjo, 2016). The owner /manager of the MSME is the agent of change
and can influence behaviour of people who work for the enterprise so that their activities focus on the key
stakeholders (Bassioni., Price & Hassan, 2005). The behaviour of the employees can be influenced through
communicating the enterprise’s strategy, training of employees, and putting in place incentives in order to avoid
resistance by the employees (Turner, Bititci & Nudurupati, 2005; Watts & McNair-Connolly, 2012).

2.2.2 Employee Commitment

Employee commitment is vital for the success and survival of any enterprise (Kriiger & Rootman, 2010; Valaei
& Rezaei, 2016). There is need for creating a business environment which promote commitment of employees if
MSMEs are to survive (Bosch, Tait & Venter, 2006). Owner/managers of MSMEs can promote employee
commitment by listening to and supporting their employees, creating an environment which inspire employees to
work hard, having an interest in each employee, not being negative, and appreciating each employee’s work
(Kriiger & Rootman, 2010). Thus, it can be argued that employee commitment is a hallmark of successful
MSMEs.

The attributes of employee commitment identified in extant literature are employee participation in
decision-making, autonomy, job satisfaction, level of employee motivation, employee loyalty, recognition,
feedback, employee learning and professional growth (Kriiger & Rootman, 2010; Berko, et al/, 2016; Valaei &
Rezaei, 2016). Failure to motivate employees leads to employee dissatisfaction and low commitment resulting in
undesirable outcomes such as absenteeism, high staff turnover, reporting for work late, lack of willingness to
work overtime or go an extra mile, and generally low productivity (Bartunek & Spreitzer, 2006; Hutchinson et
al., 2015).

2.2.3 Business Planning

A business plan is an important ingredient for any enterprise which seeks to succeed in its operations and
therefore MSMEs are not an exception (Blackburn, et al., 2013, Uddin & Bose, 2013; Ahmad, Mohamed &
Omar, 2015). There is overwhelming evidence linking business planning in MSMEs to growth and ability to
succeed and survive (Foreman-Peck, Makepeace & Morgan, 2006; Mazzarol, Reboud & Soutar, 2009;
Lampadarios, 2016). However, there is also an argument that strategic business planning is not feasible in
MSMEs because of the volatile business environment in which most MSMEs operate (Pekkola, Saunila &
Rantanen, 2016). As a result most MSMEs shun formal planning (Parnell et al., 2015). Previous research
indicates existence of a clear relationship between lack of planning by MSMEs and business failure (Jayawarna,
Macpherson & Wilson, 2007). Planning enables the enterprise to develop, communicate, implement, and
improve its strategy in order to achieve the enterprise’s performance objectives (Talib, Ali, & Idris, 2014). The
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business plan should focus on the needs of the enterprise’s important stakeholders such as customers, suppliers,
government regulators, employees, and the shareholders (Talib et al., 2014).

2.2.4 Management of Information

Management of key and strategic information is very important for any enterprise’s success and survival
(Bengesi & Le Roux, 2014; Zerfass & Winkler, 2016). There is an argument that management of market
intelligence information on customers, suppliers and competitors makes it possible for MSMEs to explore new
opportunities by focussing on new processes, products and services (Keskin, 2006; Li & Zhou, 2010; Ndubisi &
Iftikhar, 2012). This innovation can only occur in an enterprise where everyone has easy access to information
and seeking, sharing and utilising new information is encouraged and rewarded (Dobni, 2008).Thus, information
is an important ingredient in a retail MSME’s quest to provide superior and competitive goods which meet
customer needs. There is also need for the sharing of information between the company and its external
stakeholders such as suppliers and customers (Zerfass & Winkler, 2016). For example, if manufacturers and
retailers share information on market competition, market demand and customer preference, there is a very high
chance that the market will be supplied with goods and services which meet customer needs and satisfaction
(Lagrosen, 2005; McEvily & Marcus, 2005; Lin , Chen & Chiu, 2010; Bayraktar, 2015). Lakhal, Pasin & Limam
(2006) highlight that gathering and analysing information has an effect on business performance. However,
information management systems for MSMEs should be very simple since MSMEs lack adequate IT related
resources needed for a complex information management system (Alattar, Kouhy & Innes, 2009).

2.2.5 Management of Revenue

Revenue management is an area of management accounting which focuses on improving revenue and managing
the enterprise’s limited capacity in order to enhance the chances of long term survival (Ng, Harrison & Akroyd,
2013). This is done by offering an affordable product or service at the right time and which meets the needs of
the customers (Ng, et al., 2013). This is an appropriate way of increasing the MSMEs’ profitability given that the
enterprises attach less importance to the management accounting role of co-ordination, control and
accountability due to their small size and close control by the owner/manager (Otley, 2007).

The generation of revenue results in the improvement of the cash flow position for the enterprise (Ng, et al.,
2013) and this is vital for its survival (Bhandari & Iyer, 2013). Revenue management involves collecting and
analysing data to get information on the trends, habits, and demand patterns of customers in order to assess
customer profitability (Ng, ef al., 2013). The data is then analysed using management accounting techniques
such as demand forecasting, linear programming, the BSC, cost-volume analysis and predictive budgets (Drury,
2004; Otley, 2007; Ng, et al., 2013).

2.2.6 Management of Costs

Cost management results in the efficient operation of the business. For example, cost cutting measures applied
by a struggling company during a scheme of business reorganisation can result in performance improvement and
therefore recovery of the business (Smith & Graves, 2005; Alfaro, Ortiz & Poler, 2007; Laitinen, 2011). Cost
control is also considered a critical success factor by Feindt, ez al. (2002). Biggart, Burney, Flanagan and Harden
(2010) assert that one of the primary means of improving an enterprise’s profitability is to control costs, mainly
inventory and store expenses. Inventory management will consist of managing shrinkage through in-store audits
(Ng, et al., 2013). This is likely to be a very important factor for MSMEs in the retail sector.

2.2.7 Innovation

Innovation is a requisite for sustainable long term business performance (Saunila, 2016). The success and
survival of an enterprise will depend on its innovation capability (Talke, Salomo & Kock, 2011; Al-Ansari,
Pervan & Xu, 2013; Bulak, Turkyilmaz, Satir, Shoaib & Shahbaz, 2016). There is an argument that innovation is
a life blood of an enterprise’s growth and survival as it is central in creating value and competitive advantage for
the enterprise (Baregheh, Rowley & Sambrook, 2009). Previous studies established a positive relationship
between business performance of MSMEs and the extent of innovation (Otero-Neira, Lindman & Fernandez,
2009; Forsman & Temel, 2011; Kotey, 2014). However, other researchers found a negative or no relationship
between business performance and the level of innovation (Freel, 2000).

An innovative enterprise is one which constantly seeks new ideas that result in new products and ways of doing
business (Shirokova, Vega & Sokolova, 2013). MSMEs need to develop new abilities, entrepreneurial orientation,
entrepreneurial culture and entrepreneurial mind-set in order to survive and grow especially when faced with
constraint of resources (Shirokova, et al., 2013). Masocha and Charamba (2014) identify constant innovation as
a critical factor for MSME:s to successfully compete with large enterprises. They posit that this innovation should
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focus on marketing strategies, internal processes, and maximising delivery of customer benefits and satisfaction.
2.2.8 Management of Customers

In order for an enterprise to become competitive and therefore succeed, there is need to improve customer
service (Alfaro, et al., 2007; Lampadarios, 2016). Enterprises which have a successful growth usually have close
contact with their customers and are committed to quality of products and services (Feindt, ef al., 2002; Bulak, et
al., 2016). The enterprise should develop a close and trusted relationship with its customers for it to achieve a
higher performance (Azmat & Samaratunge,2009; Azmat & Samaratunge, 2013; Shi & Yu, 2013) and this can be
done through a process of networking with customers (Taipale-Erdvala, Heilmann & Lampela, 2014). Therefore,
it is plausible that the importance of developing a relationship with customers can never be over emphasised.

Customer management should aim at developing customer loyalty and trust (Hutchinson, ef al., 2015). Customer
loyalty will lead to customer retention which is critical for the success of any enterprise (Azmat & Samaratunge,
2013). A loyal customer will always buy from the enterprise even if there are better alternative goods or services
offered by the company’s competitors (Hutchinson, et al., 2015). Therefore, the MSMEs should be customer
focused and concentrate on satisfying customers so as to retain current customers and acquire new customers
leading to higher market performance (Laukkanen, Nagy, Hirvonen, Reijonen, & Pasanen, 2013).

The owner-manager of a MSME should have a good knowledge of the market and industry being served by the
enterprise. A positive interaction with customers will result in MSMEs delivering goods and services which meet
customer needs. For example, enterprises wishing to develop new products need to depend on customers and
market research in order to know customers’ future needs (Taipale-Erévala, et al., 2014).

2.2.9 Management of Suppliers

A critical review of performance measurement frameworks seems to suggest that management of suppliers is not
highlighted to a very large extent as a critical success factor for business performance in MSMEs. For example,
the most common performance measurement frameworks, the BSC by Kaplan and Norton (1992) and the
Results Determinant Framework by Brignall, Fitzgerald, Johnston & Silvestro (1991) do not consider suppliers
in their perspectives. Supplier management is one of the important drivers of financial performance (Quesada &
Gazo, 2007; Atristain & Rajagopal, 2010; Shi & Yu, 2013). Enterprises should develop a relationship with their
suppliers for them to achieve a competitive advantage and long term organisational performance (Temtime &
Solomon, 2002; Tari, Molina & Castejon, 2007; Talib, et al., 2014; Bulak, et al., 2016).

2.2.10 Management of Competitors

Management of the enterprise’s competitors is necessary for the success and long term survival of the enterprise
(Miles, 2012). Hence, enterprises should not focus on their customers only but should place equal importance on
their competitors as well if they are to gain competitive advantage in the business environment (Matanda &
Ndubisi, 2009). Management of competitors by the enterprises involves knowledge of who the competitors are
and their business operations (Masocha & Charamba: 2014). The enterprise should aim to offer unique and better
products than competitors if it is to survive in the market place (Nieman & Nieuwenhuizen, 2009). Masocha and
Charamba (2014) further argue that the enterprise should identify the weaknesses and gaps left by the competitor
and capitalise on the weaknesses and gaps. The management of competitors may be done through benchmarking.
Tucker and Pitt (2009) view benchmarking as a process of searching the industry’s best practice against which
the enterprise’s performance will be measured. In simple terms, benchmarking implies that the enterprise
compares its performance to that of its competitors (Amir, 2011). Benchmarking is very important since a
fundamental requirement of an enterprise’s business growth is having a better performance in relation to
competitors (Laukkanen, et al., 2013; Taschner, 2016).

Benchmarking can be internal or external (Hegazy & Hegazy, 2012). External benchmarking is when the
enterprise compares its performance to external standards, which are the best practice for the industry (Hegazy &
Hegazy, 2012; Laukkanen, et al., 2013). Internal benchmarking is when the enterprise compares its performance
against its own standards which are set by the management (Hegazy & Hegazy, 2012; Laukkanen, et al., 2013).
Tucker and Pitt (2009) posit that only external benchmarking results in sustainable competitive advantage and
high performance. In addition to benchmarking, MSMEs should also network with their competitors and share
knowledge, information and other resources (Bayraktar, 2015; Gunawan, Jacob & Duysters, 2016).

2.2.11 The Enterprise’s Pool of Resources

The resource-based theory suggests that the performance and growth of an enterprise is driven by the resources
possessed by that enterprise (Atristain & Rajagopa, 2010; Barney, Ketchen & Wright, 2011; Hsu, Tan,
Laosirihongthong & Leong, 2011; Tan, Smyrnios & Xiong, 2014; Yazdanfar & Ohman, 2015). A company’s
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capability depends to a greater extent on its pool of tangible and intangible assets (Ratnatunga, Gray &
Balachandran, 2004). These resources are financial, physical, human, organisational, and technological.
Therefore, the performance of enterprises in the same industry is different because of the differences in the
resources and capabilities they possess (Kohlbacher & Gruenwald, 2011; Shirokova, et al., 2013).

Previous studies indicate that in order for an enterprise to be competitive and hence successful, there is a need
for it to acquire unique resources which cannot be replicated or substituted by competitors (Caldeira & Ward,
2003; Edelman, Brush & Manolova, 2005; Davidsson, Achtenhagen & Naldi, 2006; Blackburn, et al., 2013,
Shirokova, et al., 2013; Shi & Yu, 2013; Kotey, 2014). However, it is important to compare the MSME’s
performance to its physical capability since most MSMEs have limited resources which can be the cause for poor
performance (Taticchi & Balachandran, 2008).

Lack of resources is often cited as one of the major causes of poor business performance and therefore failure of
MSMEs (Kohlbacher & Gruenwald, 2011; Ratnatunga, et al., 2004; Shirokova, ef al., 2013). This seems to be an
over generalisation. It is not only availability of resources which is important for success and growth of
businesses, but how these resources are used as well (Shirokova, et al., 2013). Two or more MSMEs may have
the same set of tangible resources and operate under the same external environment but produce different
business performance (Ratnatunga, et al., 2004). The importance of resources varies among MSMEs and
depends on the enterprise’s goals (Tan, et al., 2014). Researchers should therefore be interested in knowing
which resources have the greatest impact on the performance of an enterprise and how they have an influence on
the performance.

A review of the literature seems to point out that intangible resources are the most important and unique
resources of any enterprise. Ratnatunga, et al. (2004) found that enterprises which paid more attention to soft or
intangible resources were more successful than those which did not. Examples of soft or intangible resources are
employees, knowledge and skills, a strong business base, reputation and business relationships, brand equity
(Ratnatunga, et al., 2004; Kotey, 2014). Previous studies highlight that knowledge based intangible resources
such as know-how, technologies, patents and licenses, qualified personnel and professional managers are the
most important resources which drive the performance of an enterprise (Shirokova, et al., 2013; Kotey, 2014).
These knowledge based resources can be acquired through training, research and development and continuous
organisational learning (Shirokova, et al., 2013). Intangible resources may not be imitated and therefore give an
enterprise a competitive advantage over its competitors.

A number of research studies highlight the positive effect of a learning culture on enterprise performance (Wang,
2008; Tan, et al., 2014). It can be argued that an enterprise which pays particular attention to knowledge based
resources conforms to Kaplan and Norton (1992)’s learning and growth perspective. For example, the ability of
management stands out as a resource factor on its own. This is because owner/managers are the ones who put
together scarce resources and their ability to do so efficiently and effectively determine the success of an
enterprise (Kelliher & Reinl, 2009; Mazzarol, Reboud, & Soutar, 2009; Blackburn, et al., 2013; Ramukumbea,
2014).

2.2.12 Conformance to Regulations

MSMEs should conform to regulatory authorities in order for them to succeed in their business endeavours
(Lampadarios, 2016). Examples of regulatory authorities are government departments like tax authorities,
standards setting, and monitoring boards, environment monitoring boards and local authorities. A considerable
number of MSMEs in Zimbabwe face closure every year when the Zimbabwe Revenue Authority fines them
heavily for failing to comply with various tax laws of the country (Utaumire, Mashiri & Mazhindu; 2013;
Nyamwanza, Mavhiki, Mapetere, & Nyamwanza, 2014). Therefore compliance to the country’s trade regulations
could ensure that an enterprise avoids unnecessary penalties and operate profitably leading to its long term
success.

2.2.13 Management of Sources of Finance

Non-availability of finance is always cited as one of the reasons contributing to the failure of MSMEs (Olawale
& Garwe, 2010; Masocha & Charamba, 2014; Ramukumba, 2014). The fact that MSMEs cannot casily get
finance from financial institutions (Ramukumba, 2014) means that MSMEs should establish good relationships
with their suppliers so as to get goods on credit (Ramukumba, 2014). Mere access to financial resources is not
enough condition for success of an enterprise. The financial resources may need to be utilised effectively and
efficiently in order to result in a successful enterprise. Some MSMEs with adequate resources have often been
found to misuse those resources leading to failure of the enterprise (Stokes & Wilson, 2006; Ramukumba, 2014).
On the other hand, Masocha and Charamba (2014) found that foreign owned MSME:s in South Africa performed
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better than local MSMEs despite the fact that local MSMEs had better access to financial resources than MSMEs
owned by foreigners. There is an argument for a shift in focus from challenges related to lack of financial
resources to viability of the business, entrepreneurial abilities of the owner/managers and use of modern
management techniques to enhance performance and survival of MSMEs (Ramukumba, 2014:20).

2.2.14 Level of profit

Although profitability may be regarded as the main objective of any profit making enterprise, it may also be
viewed as a CSF for the sustainable performance and survival of MSMEs. Historically, most MSMEs assess
their performance based on level of profit (Kaplan & Norton, 1992; Atkinson, Waterhouse & Wells, 1997; Henri,
2004; Halab, Barrett & Dyt, 2010). Profit measures are used as tools for motivating and controlling the
performance of divisions, managers and employees so that everyone in the company channels his or her energy
towards achieving the organisational goals (Otley, 2001; Drury, 2004; Otley, 2007). Thus, performance appraisal
of each manager or division is based on the output of the responsibility centre (Drury, 2004).

There seem to be no consensus on the effectiveness of the use of profit measures to motivate and control the
activities of managers and employees of an enterprise. For example, Otley (2001) gives conflicting remarks
when he argues on one hand that financial performance measures such as profitability reflected in an enterprise’s
financial statements capture controllable aspects of business performance. On the other hand he argues that
profitability measures are measures of outcome and cannot control performance. He advocates for measurement
of activities that drive performance rather than measurement of outcomes of performance. Some researchers also
argue that profitability measures may not be regarded as critical success factors as they assess past performance
rather than predicting future performance (Kaplan & Norton, 1992; Otley, 2007).

3. Conclusion

The study has identified the factors that may be considered as critical in the success of MSMEs in the retail
sector. The factors identified as critical in the success of MSMEs in the retail sector were commitment of the
owner/manager, business planning, management of information, management of revenue, management of costs,
innovation, management of customers, management of suppliers, management of competitors, the enterprise’s
pool of resources, management of regulators and management of sources of finance. The study also attempted to
highlight the influence of each of these factors in enhancing the success and survival of MSMEs. The study does
not claim to provide an exhaustive list of all factors critical to the success of MSMEs. The factors influencing the
performance of MSMEs are so numerous and sometimes so complex that no study may identify all the possible
factors. However, the factors identified in this study are considered as fundamental in the performance and
success of MSMEs in the retail sector.

There is need for following up this review of literature with an empirical study in order to establish the extent to
which MSME:s in the retail sector perceive these factors as critical in the success of their operations. Another
study may be carried out to develop a performance measurement framework for MSMEs in the retail sector
based on the critical success factors identified in this study.

4. Contribution and Implications

The study identified the possible combination of factors which if managed well, may contribute to the success of
MSMEs in the retail sector. Most previous researches focused on the individual factors in isolation of other
factors. Those studies which looked at a combination of factors seemed not to provide a broad range of factors
focusing on the MSMEs’ stakeholders. Although, the study does not claim to have exhausted all possible factors
which may influence the success of MSMEs in the retail sector, monitoring and managing the factors identified
in this study may go a long way in steering MSMESs toward sustainable growth. Thus, owner/managers and other
partners who support the cause of MSMEs should make an effort to at least channel their energy towards
managing the factors identified in this study.
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