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Abstract — Experiences of owning and successfully managing a
business as an entrepreneur in earlier career in villages by one of the
authors of this paper stimulated interest in assessing the conduct of
small, micro- and medium enterprises (SMMESs), and the doctoral study
by the first author connected with it to express these experiences. The
purpose of the study was to explore the uncompetitive attitudes preva-
lent in rural and township (RUTO) SMMEs that hinder their success. The
study was of a qualitative study design. Data collection took place by
field notes writing the experiences of some unfavourable conduct “they
should not do!” by SMMEs in RUTOs, where there were too many
SMME failures. The joint observation by first and second authors of bad
conduct of a funeral parlour, prompted this paper, especially on noting
that there are fields notes enough to find meaning in the RUTO SMMEs’
unfavourable conduct. The field notes provided the data which were an-
alysed using thematic content analysis. The conclusion drawn from the
misconduct patterns exhibited by RUTO SMMEs is that these busi-
nesses often engage in unethical, unsafe, and unprofessional practices,
which negatively impact their customers and the community, and can
lead to a decline in their corporate reputation. A key recommendation
for supporting SMMEs in overcoming challenges related to sustainable
business practices is to build their capacity through training opportuni-
ties and access to business development services.

Keywords — RUTO SMMEs, Sustainable Business, Challenges to
Success, Economic Development

Submitted: 2024-07-10. Revised: 2024-08-14. Accepted: 2024-08-19.



http://www.ijarbm.org/
mailto:7539185@mylife.unisa.ac.za
https://doi.org/10.51137/wrp.ijarbm.2024.gmre.45649

IJARBM - International Journal of Applied Research in Business and Management This paper is available online
Vol. 05/ Issue 02, July 2024 at
ISSN: 2700-8983 | an Open Access Journal by Wohllebe & Ross Publishing www.ijarbm.org

1 Introduction

The sustainability of business is important for the country’s economy, and
many countries have benefited from businesses, mainly the small ones. In
pursuit of the mutual interest in investigating methods to assist the growth of
Small, Micro- and Medium Enterprises (SMMES), this paper was planned dur-
ing the time when the main study on why support structures that the South
African government established to support SMMEs to help in reducing the
SMME failure rate and enhance their increased success rates (Molope et al.,
2024). SMMEs have serious problems that hinder them from performing well,
and many studies focus on the problems that the SMMEs cannot control. The
rural and township (RUTO) SMMEs seem to be the ones failing the most, as
compared to those eclose to towns and cities. Literacy gap, scarcity mindset,
non-business distractions, lack of safety net, access to capital, access to in-
frastructure, access to markets, lack of social capital, and formalization and
systems, are common causes and more pronounced of failure of RUTO
SMMEs (Molony, 2005; Morris, 2024; Wurth, Stam & Spigel, 2022).

The study is concerned about the uncompetitive attitudes prevalent in
RUTO SMMEs that hinder their success. Through personal and observational
experiences, the research seeks to identify and understand the specific atti-
tudes and behaviours within these SMMEs that contribute to their lack of com-
petitiveness in the market. By delving into the personal insights and observa-
tions of entrepreneurs in these areas, the study intends to shed light on the
challenges faced by RUTO SMMEs, particularly focusing on how these atti-
tudes impact their growth, sustainability, and overall success.

It is novel to identify and explore the personal and observational experi-
ences of uncompetitive attitudes that negatively impact the growth and suc-
cess of SMMEs in RUTO areas. This research aims to provide insights into
the specific challenges faced by these businesses, including the role of soci-
etal attitudes, family support, and entrepreneurial mindset, to inform strategies
for improving their competitiveness and sustainability.

This study has potential to provide valuable insights into the unique socio-
cultural and behavioural factors hindering RUTO SMMEs, which can inform
policies and interventions to support these businesses and foster an entrepre-
neurial ecosystem. It examines behavioural and socio-cultural factors that im-
pede the growth, development, and success of SMMEs and entrepreneurship
in RUTO areas, which have received limited attention in academic and policy
dialogue (Duxbury, 2021). These factors include the absence of social capital,
low risk tolerance, stigma of failure, limitations of communal property, and the
growing presence of foreign businesses. The study could provide deeper in-
sight into the daily challenges confronting SMMEs in RUTO areas through
dialogues with SMME owners. The issues raised may inform policy and iden-
tify areas requiring targeted interventions. It may challenge some common
notions about RUTO entrepreneurs, such as the assumption that they have
minimal education and experience. The study could challenge attitudes, skills
level, qualifications, and related work experience of RUTO SMMEs partici-
pants. The study may also question entrepreneurship orientation programs in
schools and communities to teach children entrepreneurship as a viable
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career option, which could help establish an entrepreneurial culture. The align-
ment or consistency with respected studies on barriers to RUTO entrepre-
neurship, reinforcing the importance of addressing issues like lack of business
role models, mentors, government support, technology, and innovative entre-
preneurship.

This study stands to provide valuable insights into the unique challenges
and attitudes that shape the entrepreneurial landscape in South African RUTO
areas. Its recommendations can inform policies and programs to better sup-
port small businesses in these communities. Several important contributions
to the body of knowledge on barriers faced by SMMEs in South African RUTO
areas include that:

e The study could highlight the role of behavioural and socio-cultural
factors that often impede the growth, development, and success of
SMMESs, which have received limited attention in academic and policy
dialogue (Banu et al., 2024). These include the absence of social cap-
ital, low risk tolerance, stigma of failure, limitations of communal prop-
erty, and the growing presence of foreign businesses.

e It could provide deeper insight into the daily challenges confronting
SMMEs in these areas through dialogues with business owners
(Mhlongo & Daya, 2023). It identifies both universal issues that can
inform policy, as well as regional and geographic-specific challenges
requiring targeted interventions.

e The study could also challenge several common notions about RUTO
entrepreneurs, such as the assumption that most start businesses
due to lack of employment (Mazzoni & Innocenti, 2024). Instead, the
majority entered entrepreneurship to be self-employed and independ-
ent. The study also found that most had some form of tertiary educa-
tion and related work experience, contrary to the perception of mini-
mal education and experience.

e |t could also support early entrepreneurial orientation programs in
schools and communities to teach children about entrepreneurship as
a viable career path (Boldureanu et al., 2020). It also suggests tar-
geted programs to train women and youth in entrepreneurship, pro-
vide mentorship, and improve access to funding and markets.

The paper was inspired by the opportunity to examine and document the
negative attitudes and behaviours that hinder the success of SMMEs in RUTO
areas, to provide intuitions into the personal and observational experiences of
entrepreneurs and stakeholders in these areas, and highlighting the specific
attitudes and factors that contribute to the challenges faced by SMMEs. The
study is also motivated by the recognition that SMMEs are crucial for eco-
nomic development and job creation in these areas, but they often struggle
due to various barriers. The research seeks to identify and analyze the atti-
tudes and behaviours that hinder the growth and success of SMMEs, with the
goal of informing policy and interventions that can help address these chal-
lenges. The study will likely involve qualitative research methods, such as in-
terviews and observations, to gather detailed information about the experi-
ences and perceptions of entrepreneurs and stakeholders in RUTO areas.
The findings will provide a nuanced understanding of the attitudes and behav-
iours that negatively impact SMMEs, enabling policymakers and stakeholders
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to develop targeted strategies to support these businesses and promote their
growth and success. The proximity of the RUTO SMMES to their communities
is an opportunity to compete with business rivals that are located far from
these areas.

The aim is to investigate the challenges faced by SMMEs in RUTO areas,
focusing on those problems that these SMMEs have control over, and those
that the problems are caused by the SMMEs themselves. This was to move
away from common approaches where ‘someone else’ is blamed, by focusing
on the potential dedication, commitment, and attitude, and so on, that are hu-
man capital resources that each SMME owner or manager can exploit to ben-
efit their business.

2 Literature Review

SMMEs play a vital role in economic development, job creation and poverty
alleviation in South Africa, especially in RUTO areas (Bvuma & Marnewick,
2020). The South African government has implemented various interventions
to support SMME development, such as establishing business support cen-
ters, providing funding, and streamlining regulations. However, many SMMEs
face significant challenges that hinder their growth and competitiveness, and
more needs to be done to address the specific challenges faced by RUTO
SMMEs. This study aims to provide insights into some of the uncompetitive
attitudes and practices that harm the competitiveness of RUTO SMMEs,
based on the personal experiences and observations of the researcher. The
findings can inform policy and support initiatives to foster a more enabling en-
vironment for SMME growth and development in underserved areas. Some
key challenges experienced by RUTO SMMEs, according to Sibiya, van der
Westhuizen and Sibiya (2023), include:

e Lack of access to finance, resources, and business development sup-
port

e |Inadequate business and management skills, knowledge, and experi-
ence

e Uncompetitive attitudes and practices, such as lack of innovation, re-
sistance to change, and poor customer service.

¢ Regulatory and legislative barriers, including complex compliance re-
quirements.

e Geographical isolation, poor infrastructure, and limited access to mar-
kets.

e Family and social pressures, including succession challenges.

2.1 Challenges to Success: Barriers to Growth and Development in
RUTO SMMEs

The section highlights the challenges that these SMMEs face in their pursuit
of success, emphasizing the need for targeted interventions to address these
barriers. These challenges include literacy gap, scarcity mindset, non-busi-
ness distractions, lack of safety net, access to capital, access to infrastructure,
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access to markets, lack of social capital, and formalization and systems, and
so on (Machikicho, 2022; Maphalla, 2009; Wiid & Cant, 2021).

Literacy gap: Many RUTO entrepreneurs lack sufficient knowledge in areas
such as technology, financial management, and business operations, hinder-
ing their ability to effectively run and grow their businesses.

Scarcity mindset: Limited resources and financial constraints can lead to a
short-term focus, causing entrepreneurs to miss opportunities and hinder stra-
tegic planning.

Non-business distractions: RUTO entrepreneurs often operate in environ-
ments with elevated levels of crime, extortion, and protection fees, which can
disrupt business operations and divert attention from growth.

Lack of safety net: RUTO may lack resources and social capital that could
serve as a safety net during tough times, making it difficult for entrepreneurs
to recover from setbacks and risks.

Access to capital: Insufficient funds to start or expand a business can be a
major barrier, particularly in RUTO areas where access to capital is limited.

Access to infrastructure: Poor infrastructure, such as inadequate roads, un-
reliable power supply, and limited access to utilities, can disrupt operations
and increase costs for RUTO entrepreneurs.

Access to markets: Limited exposure to larger markets and challenges in
reaching potential customers has potential to constrain business growth and
sustainability.

Lack of social capital: Building relationships within the business community
and with potential investors, partners, and customers can be challenging for
RUTO entrepreneurs who lack established networks.

Formalization and systems: Operating informally without proper business
structures, licenses, and systems can lead to legal and operational issues,
hindering access to funding and markets.

Uncompetitive products and services: Many SMMEs in RUTO areas strug-
gle to offer competitive products and services due to limited resources and
lack of innovation. This makes it difficult for them to attract and retain custom-
ers.

Limited access to funding: SMMEs in these areas often face significant bar-
riers in accessing funding due to negative perceptions by financial institutions
and lack of collateral. This further exacerbates their financial constraints.

High competition: The high level of competition in these areas, often fueled
by the presence of larger businesses, can make it challenging for SMMEs to
differentiate themselves and maintain a competitive edge.

Lack of government support: The study emphasizes the need for more ef-
fective government support, including assistance in accessing funding, provi-
sion of work, and other forms of support. The lack of such support can hinder
entrepreneurship in these areas.

Limited use of technology: The study notes that the limited use of technol-
ogy in RUTO businesses can hinder their ability to manage inventory, improve
efficiency, and stay competitive.

Regulatory barriers: Regulatory barriers, such as the cost of compliance
and the tax system, can also hinder entrepreneurship in these areas.
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Lack of entrepreneurial orientation: The study suggests that there is a need
for early entrepreneurial orientation programs to teach children about entre-
preneurship and provide practical lessons. This can help foster a culture of
entrepreneurship and provide viable career options.

Personal and observational experiences: The study highlights the im-
portance of personal and observational experiences in understanding the
challenges faced by SMMEs in these areas. It emphasizes the need for tar-
geted interventions to address these specific challenges.

Petrus (2015) also reflected the following barriers to business success: (i)
dealing with difficult people; (ii) loss of support sources; (iii) personal idiosyn-
crasies of the owner/managers; and (vi) others. The owner/manager of
SMMEs’ behaviours toward customers can also be a barrier to the business's
success. Motloung (2021) confirms that good feedback from customers and
getting referrals from satisfied customers is one of the business success
measures. Entrepreneurs also require their employees to take responsibility
for their customers in the same way that they do (Irene, 2016).

3 Methods and Data

A qualitative design was used, because it is suitable to gain insight into the
construction SMMESs' attitudes, behaviours, value systems, concerns, motiva-
tions, and aspirations (Nasser & Akbawi, 2024). Nicmanis (2024) enlightens
that the study used structured information collection and analysis to extract
meaning and identify themes. The study was cross-sectional, the kind of ob-
servational research that involves collecting data from a population or a rep-
resentative subset at a specific point in time (Collins et al., 2024). Study par-
ticipants were representatives or spokespeople of RUTO SMMEs in the vari-
ous provinces of South Africa. The study used observations to collect data,
observing a total of 11 SMMEs in the sectors of accommodation, agriculture,
baking, construction, fishing, funeral services, retail, tavern, and transport.
Two SMMEs observed were in accommodation (one in a North-West village
(RU), and the other in Mpumalanga (TO)), one in agriculture at a Mpumalanga
village (RU), one baker in an Eastern Cape Province’s township (RO), one
building contractor in a Gauteng township (TO), one fisherman in KwaZulu-
Natal village (RU), one funeral parlour teller from a Gauteng township (TO),
one retail shop in a Limpopo village (RU), two taverns (one in the Free State
(TO) and another in North-West (RU)), and two in transportation (taxi drivers)
(one in the Eastern Cape (RU), one from North-West (TO), one from Gauteng
(TO), and one from Free State (TO)).
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4 Results

Field notes through observations produced the following annotations.

4.1 Accommodation A

Members of a Gauteng Province higher education institution (HEI) aca-
demic department visited this RU accommodation in North-West to enquire
about the venue for a workshop to ask about availability, prices, menu, vehicle
parking, and safety, among others. The members then requested to view the
rooms, and they were told to return for that, instead of being shown the rooms
immediately. Their request was rejected despite them explaining time pres-
sure. In the end, no bookings were made.

4.2 Accommodation B

One of the author’s family visited this accommodation, after booking by
phone. They checked in at 12h00 on the day, in a well prepared ‘hygienic
looking’ room, to store their bags and tour around the area to enjoy the enter-
tainment in the vicinity. When they returned just after 18h00, they found an-
other customer leaving their room. Due to the untidiness that showed, espe-
cially the bed, as if there were children jumping on it, the family demanded
another room. As this was happening, it came out that the room was hired out
to a couple for a ‘bed event’ (brothel!). The other room offered had cock-
roaches and other small insects, and the couple demanded a refund. The re-
fund included several hostile actions and incidents before it was paid back
after seven months.

4.3 Agriculture C

The SMME was selling watermelons mostly, and other fruits. In one coinci-
dence, when a return of a watermelon due to have rotten, there were several
other customers returning their own purchased watermelon. During waiting,
as the customers interacted while waiting, some returned watermelons were
due to pale colouring, and worms in the fruit, among others. The SMME was
busy with the usual business of the day. Some customers waited for the entire
day, others returned the following day, and so on. The silent refusal to refund
customers was an identified reaction of the SMME.

4.4 Baker D

The customers of the baker could tell that the ingredients of some breads,
and the oils used were not always of the required quality. Fat cakes, and chips,
for example, were fried in recycled oil, such as oils that cooked pocky or bacon
meats. When a customer (one author) enquired, the reaction was met with
maximum arrogance. A serving official reacted with, “You think you are better
than other customers, go and buy elsewhere, we do not need your money
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here.” One customer recorded this and let us listen but refused to send as ‘he
would be exposed’ if it goes beyond that stage.

4.5 Building contractor E

The contractor tended to give a quotation for the job at hand as required by
a customer, but in the middle of the project, increase the price with some jus-
tifications. With his employees they also at times did not report for work at
least for two days after receiving payment for the completed phase, even
when they had indicated to come to work. Another flop that the owner of this
SMME used to commit was to ask for advance from the customer before the
start of the project or in the middle of it. for the customers who fell for his pleas,
they struggled to get them back to work on the project. There were those who
never managed to get the SMME back to complete the project. Hence, an-
other flop that these SMME made was to leave projects unfinished.

4.6 Funeral parlour F

This SMME was based in eastern Pretoria Mamelodi/Nelmapius township
for funeral services. At one point a bereaved family deposited money for the
services, and due to the SMME’s own limitations they did not realize that they
were paid. A call from the family was made to inform them, as the time was
passing with no service rendered. Money paid had not shown on the SMME
bank app, but the customer offered to send a screenshot of the payment
made. The tone of talk from the SMME official, and the response where they
accused the bereaved customer who had paid of taking chances and being
arrogant, and only delivered after an additional payment was made by the
customer through the SMME ban app. So, the customer was only served after
paying for the second time, and the service that was supposed to have been
offered at 17h00 on Friday was only done at 20h00.

47 Retail G

This RU Limpopo retail was located where there were no other shops in
some nearby villages, so for long, customers converged there in large num-
bers due to lack of no other shop to buy from. One day in 2018, a customer
bought groceries full of a wheelbarrow. When he got home, he realized that
the teller had missed charging for one of the items. In generosity, he rode back
to report and offered to pay for the item. Instead of being welcomed, he was
beaten mercilessly and arrested for theft. Fortunately, as there were wit-
nesses, the SMME owner lost the case, and was ordered to pay for damages.
The downfall of the SMME started and currently it has been rented out to a
foreign vendor. The former SMME owner is currently bankrupt.



http://www.ijarbm.org/

IJARBM - International Journal of Applied Research in Business and Management This paper is available online
Vol. 05/ Issue 02, July 2024 at
ISSN: 2700-8983 | an Open Access Journal by Wohllebe & Ross Publishing www.ijarbm.org

48 TavernH

The TO tavern in a Free State township was a meeting place for couples
and had ‘special service’ bedrooms that were believed to be used for ‘mis-
chief’. Also, younger than permissible age boys and girls would also be al-
lowed, and married men in vehicles were at times found picking underaged
girls from there.

49 TavernJ

The RU North-West tavern was notoriously known for harboring drug deal-
ers as a meeting point for buyers and sellers, and for exposing new customers
to the drugs, including nyaope. Its other fault was to operate outside the hours
stipulated in the license. It was also perceived as selling liquor to any buyer,
including those below 18 years, which is against the law in South Africa. The
tavern was also a station for male customers to meet underaged girls. The
tavern was reported, but apparently due to “connections” with the “elite”, no
action was taken until murder occurred in the premises outside operating
hours.

4.10 Transportation K

This rural SMME was owned through an inheritance, and competitors in the
area were wiped out during taxi conflicts. All the taxis in the village belonged
there. Some trips organized through this SMME were strictly prepaid with the
proviso of non-refundable, but some trips were not honoured. This means that
customers lost their money. Refunds were not made, as the agreements were
‘legal’.

4.11 Transportation L

This North-West SMME was owned by an entrepreneur who dealt with bus
tours to destinations in and out of the country. There were times when the
buses broke down while on tours, and some accidents. Customers informed
us that there were no immediate replacements for broken-down ones, and
customers had to pay for their own medical bills during accidents. The cus-
tomers lost money for bookings where accidents happened on the one-way
trip from home, with no compensation. All the customers who tried to get re-
funds ‘learned the hard way’.

5 Discussion

Even before an intense analysis, some immediate emerging misconduct
forms shown occurring in these SMMESs are arrogance, geographical monop-
oly, illegal dealings, lost opportunity, nyaope market, socially irresponsible,
violation of “customer is king” principle.
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Arrogance was demonstrated in some SMMESs, such as refusing to provide
a service due to the SMME adequacy where the invoice settlement was not
reflecting in the financial system of the SMME. This was the case of SMME F,
the funeral parlour. F did not demonstrate to provide support and guidance to
the family during their time of grief and did not ensure that the funeral service
was conducted with dignity and respect, which Clark (2020) claims is expected
from funeral parlours.

Some SMMEs were geographical monopolies, especially the rural ones
(Kokovin et al., 2020). This seemed to have caused them to be uncompetitive.
The arrogance that was explained earlier seemed to be one of the results of
SMME viewing itself as the only source of community needs.

The opportunity of geographical monopoly was generally not exploited, and
this constituted a lost opportunity (Gropp, 2017). Pramono et al. (2023) de-
scribe a lost opportunity as a situation where a potential deal or business pro-
spect was never pursued or recognized adequately, which can be due to sev-
eral reasons such as limited resources, time constraints, or a lack of aware-
ness about the potential value of the opportunity.

The RUTO SMMEs did not honour the principle of “customer is king” Prin-
ciple is crucial in business strategy by highlighting the importance of customer
satisfaction and respect (So et al., 2024). This violation is clear with taverns
and the funeral parlour, among others. Qiu et al. (2024) and others outline the
components of the principles as customer satisfaction, respect and courtesy
for the customer, customer power, customer expectations, and long-term re-
lationships. However, it is essential to strike a balance between meeting cus-
tomer needs and maintaining business sustainability, ensuring that both par-
ties benefit from the relationship.

For more themes, the results show that these RUTO SMMESs engaged in
unethical, unsafe and unprofessional practices to the detriment of their cus-
tomers. The issues range from overcharging and refusing refunds to unsafe
premises, negligence, and even violence and criminal activities. Many of these
practices take advantage of the businesses' monopolistic positions in their
markets. The themes summarizing these sentiments are stated below.

Unethical Business Practices

The following subthemes emerged.

e Overcharging customers or increasing prices mid-project without jus-
tification [E]
¢ Refusing to refund customers or taking an unreasonably long time to
issue refunds [A, B, C, G]
Selling low-quality or expired products [C, D]
Operating outside of legal hours or licenses [H, J]
Selling to underage customers [H, J]
Failing to provide services paid for upfront [F]
e Keeping non-refundable payments for services not rendered [K]
Theme 1: Unsafe Premises and Neglect
Subthemes are:
e Renting out rooms for illegal activities [B, H]
e Allowing underage individuals in inappropriate settings [H, J]
e Failing to maintain vehicles and equipment [L]



http://www.ijarbm.org/

IJARBM - International Journal of Applied Research in Business and Management This paper is available online
Vol. 05/ Issue 02, July 2024 at
ISSN: 2700-8983 | an Open Access Journal by Wohllebe & Ross Publishing www.ijarbm.org

e Not providing adequate medical care after accidents [L]
Theme 2: Unprofessional Conduct

Subthemes are:

e Displaying arrogance and hostility towards customers [D]

e Falsely accusing customers of wrongdoing [F]

e Assaulting customers [G]

e Harboring criminal activities like drug dealing [J]
Theme 3: Monopolistic practices

Subthemes are:

e Eliminating competition through violence [K]

o Exploiting lack of alternatives in remote areas [C, G]
Theme 4: Socially Irresponsible Conduct

Subthemes are:

e Arrogance [D, F]
Violating the principle of customer is king [F]
Hosting a ‘brothel’ [B]
Other illegal and unethical dealing [B, F]

6 Implications for Practice

The RUTO SMMEs’ misconduct patterns highlight the need for SMMEs to
prioritize customer satisfaction, respect, and safety while maintaining ethical
and professional standards. Some practical implications of the misconduct
forms observed in SMMEs include arrogance; geographical monopoly; lost
opportunity; violation of “customer is king” principle; unethical, unsafe, and
unprofessional practices; and socially irresponsible conduct may be offset by
countermeasures to enhance acceptable practice and proper business man-
agement. They may be offset as follows.

6.1 Arrogance

The refusal to provide service, where a service paid for may be denied,
should not happen. The RUTO SMMEs should learn to strive to assist cus-
tomers even when they do not have money, such as selling on credit or so
(Martin, 2024). The refusal to provide a service due to perceived inadequacies
in the financial system, as seen in the case of SMME F, a funeral parlour that
failed to support the family during their time of grief and did not ensure a dig-
nified funeral service. This is counter marketing.

6.2 Geographical monopoly

The RUTO SMMEs were provided with geographical monopoly opportuni-
ties, where they could be uncompetitive (Moiseev, 2024). However, even if
these RUTO SMMEs may view themselves as the only source of community
needs, leading to arrogance and lack of competitiveness due to their geo-
graphical monopoly, they should anticipate future possibilities as newcomers
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and people development are unknown, and anyone of them may relegate
them to nothing.

6.3 Lost opportunity

The failure to exploit opportunities and losing business or growth should not
be entertained as RUTO SMMEs should opt to be brutally shrewd in being
innovative and professional (Ferreira et al., 2024). SMMEs exploit the oppor-
tunities presented by their geographical monopoly that could enhance profit-
ing from such opportunities and potential deals or business prospects that
were never pursued or recognized adequately.

6.4 Violation of “customer is king” principle

The RUTO SMMEs did not seem to care about making the customers sat-
isfied and did not treat them with respect. According to Kuria (2024), con-
scious SMMEs can honour the principle of "customer is king" by prioritizing
customer satisfaction and respect, in avoiding cases that were followed by
taverns and funeral parlours.

6.5 Unethical, unsafe, and unprofessional practices

In practice, business should watch against overcharging their consumers
or refusing to refund where they did not provide the service for which the con-
sumer had paid (Kim & Baker, 2020). SMMEs who engage in overcharging
and refusing to refund the customers, taking advantage of their monopolistic
positions in the market, may be at risk of failing without being aware. Quality
should also not be compromised, as the welfare offered to customers by the
SMME correlates highly with the sustainability of the SMME. Moreover,
SMMEs that sell low-quality or expired products compromise customer satis-
faction and safety. Operating outside of legal hours or licenses is bad practice.
When SMMEs operate outside of legal hours or licenses, they put customers
atrisk and violate regulatory norms (Lanzano, 2024). Even the RUTO SMMEs
should be guided by ethical principles of the community and legal policies of
the area. This includes the avoidance of selling to underaged customers, to
provide services that have been paid for, improve customer trust by refunding
them if they could not provide the services not rendered, never rent any space
for illegal dealings, and not to host criminals.

6.6 Socially irresponsible conduct

Being arrogant, violating the “customer is king” principle and hosting a
brothel in a community that is against such activities should not be opted for
(Lin, 2024). The RUTO SMMEs should avoid prioritizing their own interests
over customer needs. They should prioritize customer satisfaction, respect,
and safety while maintaining ethical and professional standards.
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7 Recommendations

RUTO SMMESs can improve their service quality, customer satisfaction, and
competitiveness, and ultimately leading to greater success and growth by be-
ing assisted to change their conduct. For the improvement envisaged, it is
recommended that these RUTO SMMEs should:

Invest in hiring and training customer-focused staff,
Personalize customer experiences,

Utilize technology to improve customer experience,
Measure and improve service quality,

Develop a culture of quality,

Prioritize quality management, and

e Enhance competitiveness through quality management.

8 Conclusion

The findings from the case studies of various SMMEs in RUTO South Africa
reveal a pattern of poor service quality, dishonesty, and disregard for cus-
tomer satisfaction. These SMMEs consistently failed to meet customer expec-
tations, often resulting in negative experiences and financial losses for the
customers. The common issues identified include poor service quality, dis-
honesty, disregard for customer satisfaction, financial losses, and lack of
transparency. They are unpacked below.

Poor service quality: Many SMMEs failed to provide clean and well-main-
tained facilities, leading to health concerns and discomfort for customers. For
example, the funeral parlour failed to provide services on time, and the taverns
were known for operating outside their licensed hours and selling liquor to
minors.

Dishonesty: Several SMMEs were found to be dishonest in their dealings
with customers. For instance, the baker used low-quality ingredients and
cooking oil that was recycled, while the SMME selling watermelons refused to
refund customers for rotten or defective products.

Disregard for customer satisfaction: Many SMMEs showed little concern for
customer satisfaction, often responding to complaints with hostility or arro-
gance. For example, the baker's staff reacted aggressively to a customer's
inquiry about the quality of ingredients, and the SMMEs selling watermelons
refused to refund customers despite numerous complaints.

Financial losses: Customers often lost money due to the SMMESs' failure to
provide services as promised. For example, the transportation SMME failed
to honour prepaid trips, and the bus tour SMME did not compensate custom-
ers for accidents or broken-down buses.

Lack of transparency. Many RUTO SMMEs were found to be opaque in
their dealings, often hiding information or making false claims. For instance,
the funeral parlour failed to inform customers that they had not received pay-
ment on time and therefore claiming that they did not receive the payment
since it did not reflect on their bank statement. This is despite the customer
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sending the proof of payment to the funeral palour. SMME selling watermelons
did not disclose the quality of their products.

These revelations highlight the need for improved service quality, transpar-
ency, and accountability in SMMEs in rural and townships to ensure better
customer satisfaction and protect the interests of consumers in those parts of
South Africa. To address these challenges, SMMEs should focus on the fol-
lowing practical steps which include:

e Improving Customer Satisfaction,

e Enhancing Service Quality,
e Honesty and Integrity Promotion, and
e Transparency Improvement.

By implementing these strategies, SMMES can increase customer trust and
improve their service quality. This can ultimately lead to improved overall per-
formance and customer satisfaction.

However, there is a need for further research to investigate the causes of
these shortcomings in detail. Future studies should investigate how manage-
ment perceptions and organisational cultures of township SMMEs in RUTOs
affect service delivery and their moral standards. In addition, further study can
be conducted on how transparency policies and customer feedback programs
can be implemented to reduce these shortcomings. Exploring these variables
may lead to the development of more robust theoretical models of customer
relationship management and service quality, which in turn may lead to frame-
works for raising service standards and promoting trust in SMMEs.

It is also important to acknowledge the limitations of this study. The case
studies were limited in scope and may not fully represent the wider spectrum
of black SMMEs in RUTOs. Furthermore, the findings are based on specific
cases and may not consider different industry-specific challenges or regional
differences. Future research should attempt to address these limitations by
including a larger sample, to gain a more comprehensive understanding of
service quality and customer satisfaction in SMMEs.

9 Authors

Gosiame Eulenda Molope: Researcher in entrepreneurship, emerging ac-
ademic researcher, and researcher in youth development. PhD student in the
Department of Business Management, University of South Africa. Her hobbies
include mentoring youth and adults in life skills and financial management.

Solly Matshonisa Seeletse: Professor of Statistics and Operations Re-
search at the Sefako Makgatho Health Sciences University and current Hea
of Department of Statical Sciences. Professor in the Department of Business
Management, University of South Africa. Vast expertise and vast experience
in port management, tourism, management consulting.

Mmboswobeni Watson Ladzani: Emeritus Professor and former Head of
Department of Business Management, University of South Africa. Supervised
many master's and doctoral students to completion. Mentored junior col-
leagues and emerging researchers in academia, having contributed in the



http://www.ijarbm.org/

IJARBM - International Journal of Applied Research in Business and Management This paper is available online
Vol. 05/ Issue 02, July 2024 at
ISSN: 2700-8983 | an Open Access Journal by Wohllebe & Ross Publishing www.ijarbm.org

former Technikon South Africa and former University of the North, and the
University of South Africa.

10 References

Banu, J., Baral, R., & Vijayalakshmi, V. (2024). The enablers and stumbling
blocks in sustaining growth of women-owned micro-enterprises in India—a
qualitative inquiry. Journal of Enterprising Communities: People and Places in
the Global Economy. Vol. ahead-of-print No. ahead-of-
print. https://doi.org/10.1108/JEC-05-2023-0060

Boldureanu, G., lonescu, A. M., Bercu, A. M., Bedrule-Grigoruta, M. V., &
Boldureanu, D. (2020). Entrepreneurship education through successful entre-
preneurial models in higher education institutions. Sustainability, 12(3), 1267.
https://doi.org/10.3390/su12031267

Bvuma, S., & Marnewick, C. (2020). Sustainable livelihoods of township
small, medium and micro enterprises towards growth and development. Sus-
tainability, 12(8), 3149. https://doi.org/10.3390/su12083149

Clark, T. (2020). Emotional, social, financial benefits of pre-planning funeral
arrangements: A three-week training (Doctoral dissertation, California State
University, Long Beach).

Collins, C., Neely, M. T., & Khan, S. (2024). “Which cases do i need?” Con-
structing cases and observations in qualitative research. Annual Review of
Sociology, 50. https://doi.org/10.1146/annurev-soc-031021-035000

Duxbury, N. (2021). Cultural and creative work in rural and remote areas:
An emerging international conversation. International Journal of Cultural Pol-
icy, 27(6), 753-767. https://doi.org/10.1080/10286632.2020.1837788

Ferreira, J. J., Candeias Fernandes, A. J., & Gerschewski, S. (2024). Inno-
vative business models of SMMEs: state-of-the-art and future research
agenda. Journal of Small Business and Enterprise Development, 32(3), 445-
472. https://doi.org/10.1108/JSBED-10-2023-0505

Gropp, R. E. (2017). Opportunities lost? BioScience, 67(8), 683-683.
https://doi.org/10.1093/biosci/bix094

Irene, B. N. O. (2017). Women entrepreneurship in South Africa: Under-
standing the role of competencies in business success. Southern African Jour-
nal of Entrepreneurship and Small Business Management, 9(1), al2l.
https://doi. org/10.4102/sajesbm. v9i1.121.

Kim, K., & Baker, M. A. (2020). Paying it forward: The influence of other
customer service recovery on future co-creation. Journal of Business Re-
search, 121, 604-615. https://doi.org/10.1016/j.jbusres.2020.03.015

Kokovin, S., Ozhegova, A., Sharapudinov, S., Tarasov, A., & Ushchev, P.
(2024). A theory of monopolistic competition with horizontally heterogeneous
consumers. American Economic Journal: Microeconomics, 16(2), 354-386.
https://doi.org/10.1257/mic.20200453

Kuria, M. (2024). Growth Strategies Used by Sub-Saharan African Immi-
grant Business Owners in the United States (Doctoral dissertation, Capella
University).



http://www.ijarbm.org/
https://doi.org/10.1108/JEC-05-2023-0060
https://doi.org/10.3390/su12031267
https://doi.org/10.3390/su12083149
https://doi.org/10.1146/annurev-soc-031021-035000
https://doi.org/10.1080/10286632.2020.1837788
https://doi.org/10.1108/JSBED-10-2023-0505
https://doi.org/10.1093/biosci/bix094
https://doi.org/10.1016/j.jbusres.2020.03.015

IJARBM - International Journal of Applied Research in Business and Management This paper is available online
Vol. 05/ Issue 02, July 2024 at
ISSN: 2700-8983 | an Open Access Journal by Wohllebe & Ross Publishing www.ijarbm.org

Lanzano, U. (2024). Implementing regulatory policy: a study of frontline in-
spectors and SMMEs (Doctoral dissertation, Anglia Ruskin Research Online
(ARRO)).

Lin, W. L. (2024). The role of corporate social responsibility and corporate
social irresponsibility in shaping corporate reputation: An analysis of compet-
itive action and innovation strategies. Corporate Social Responsibility and En-
vironmental Management, 31(2), 1451-1468. https://doi.org/10.1002/csr.2640

Machikicho, D. T. (2022). Life stories of leading social entrepreneurs in
Cape Town: Balancing business goals, strategic innovation and social value
creation. M Com Management, University of the Western Cape, South Africa.

Maphalla, S. T. (2009). Perceived barriers experienced by township small-
, micro-, and medium enterprises in Mamelodi. M Com Management, Univer-
sity of the Johannesburg, South Africa.

Martin, E. B. (2024). Sell it forward: The form and reason of today’s con-
ventional money. In Remaking Money for a Sustainable Future (pp. 35-55).
Bristol University Press.

Mazzoni, L., & Innocenti, N. (2024). What conditions favor high-potential
entrepreneurship? Unpacking the nexus between the industrial structure and
startup  typologies. Small Business  Economics, 62(3), 1201-1222.
https://doi.org/10.1007/s11187-023-00801-2

Mhlongo, T., & Daya, P. (2023). Challenges faced by small, medium and
micro enterprises in Gauteng: A case for entrepreneurial leadership as an es-
sential tool for success. The Southern African Journal of Entrepreneurship
and Small Business Management, 15(1), 591. https://hdl.han-
dle.net/10520/ejc-sajesbm v15 nl a591

Moiseev, N. (2024). Is monopoly truly effective for producers? Available at
SSRN 4703623. http://dx.doi.org/10.2139/ssrn.4703623

Molony, T. S. (2005). Food, carvings and shelter: The adoption and appro-
priation of information and communication technologies in Tanzanian micro
and small enterprises. PhD thesis, University of Edinburgh, Glascow.

Moos, M., & Sambo, W. (2018). An exploratory study of challenges faced
by small automotive businesses in townships: the case of Garankuwa, South
Africa. Journal of Contemporary Management, 15(1), 467-494.
https://hdl.handle.net/10520/EJC-15269e6fd2

Morris, M. H. (2024). Misunderstandings and fallacies surrounding poverty
entrepreneurship: A capabilities perspective. Revue de |Entrepreneuriat/Re-
view of Entrepreneurship, la-XXlla.

Motloung, M. B. (2021). Exploring the factors contributing to the success of
women entrepreneurs in SMMEs in North-West (Doctoral dissertation, North-
West University (South Africa)).

Nasser, W. H., & Akbawi, K. G. Z. (2024, March). Entrepreneurial imagina-
tiveness and intention in SMMEs: The mediating role of entrepreneurial moti-
vation and attitude. In AIP Conference Proceedings (Vol. 3092, No. 1). AIP
Publishing. https://doi.org/10.1063/5.0200447

National Planning Commission, (2017). Research on the limited success of
entrepreneurial activity by locals in townships and rural areas. Department of
Planning, Monitoring and Evaluation, Republic of South Africa.



http://www.ijarbm.org/
https://doi.org/10.1002/csr.2640
https://hdl.handle.net/10520/ejc-sajesbm_v15_n1_a591
https://hdl.handle.net/10520/ejc-sajesbm_v15_n1_a591
https://dx.doi.org/10.2139/ssrn.4703623
https://hdl.handle.net/10520/EJC-15269e6fd2
https://doi.org/10.1063/5.0200447

IJARBM - International Journal of Applied Research in Business and Management This paper is available online
Vol. 05/ Issue 02, July 2024 at
ISSN: 2700-8983 | an Open Access Journal by Wohllebe & Ross Publishing www.ijarbm.org

Nicmanis, M. (2024). Reflexive content analysis: An approach to qualitative
data analysis, reduction, and description. International Journal of Qualitative
Methods, 23. https://doi.org/10.1177/160940692412366

Petrus, W. (2015). Not all smooth sailing: barriers to small business suc-
cess for owner/managers from middle eastern communities in Mel-
bourne. The Journal of Developing Areas, 49(6), 293-304.

Pramono, S., Wahyuni, S., Wibowo, A., & Mulya, V. S. (2023). Expected
value method of information and lost opportunities as a decision-making
tool. Manager, 6(4), 78-85.

Qiu, R. T., King, B. E., Tang, M. F. C., & Fan, T. P. (2024). Customer pref-
erences for staycation package attributes. International Journal of Contempo-
rary Hospitality Management, 36(4), 1327-1352.
https://doi.org/10.1108/IJCHM-10-2022-1287

Shantz, A. S., Kistruck, G., & Zietsma, C. (2018). The opportunity not taken:
The occupational identity of entrepreneurs in contexts of poverty. Journal of
Business Venturing, 33(4), 416-437.

Sibiya, A., van der Westhuizen, J., & Sibiya, B. (2023). Challenges experi-
enced by SMMEs and interventions by the South African National and Provin-
cial Government: A literature review. African Journal of Inter/Multidisciplinary
Studies, 5(1), pp. 1-11. doi: 10.51415/ajims.v5i1.1224.

So, K. K. F., Li, J., He, Y., & King, C. (2024). The role of customer engage-
ment in sustaining subjective well-being after a travel experience: Findings
from a three-wave study. Journal of Travel Research, 63(5), 1280-1303.
https://doi.org/10.1177/00472875231182109

Wiid, J. A., & Cant, M. C. (2021). Obstacles faced by owners of township
micro, small and medium enterprises to acquire funds for survival and growth
(2010-2020). Entrepreneurship and  Sustainability  Issues, 9(1), 52.
http://doi.org/10.9770/jesi.2021.9.1(4)

Wurth, B., Stam, E., & Spigel, B. (2022). Toward an entrepreneurial eco-
system research program. Entrepreneurship Theory and Practice, 46(3), 729-
778. https://doi.org/10.1177/1042258721998948



http://www.ijarbm.org/
https://doi.org/10.1177/16094069241236603
https://doi.org/10.1108/IJCHM-10-2022-1287
https://doi.org/10.1177/00472875231182109
http://doi.org/10.9770/jesi.2021.9.1(4)
https://doi.org/10.1177/1042258721998948

