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ABSTRACT 

This research investigates the use of the African Continental Free Trade Agreement to provide 

a complete framework for promoting the internationalisation of South African Small and 

Medium Enterprises. The African Continental Free Trade Agreement was established in 2012 

and is one of the largest free trade areas in the world in terms of the number of participating 

countries and it became operational in January 2021. It offers significant prospects for Small 

and Medium Enterprises by reducing trade barriers, establishing a cohesive market among 54 

African countries, and promoting intra-African trade.  

The research uses a qualitative research approach and semi-structured interviews to collect data 

from Small and Medium Enterprises that have benefited from the Department of Trade, 

Industry and Competition’s Export Marketing and Investment Assistance incentive scheme, as 

well as the Department of Trade, Industry and Competition personnel responsible for export 

development and international trade. The data collected was qualitative, therefore, the 

researcher utilised thematic analysis, a method that specifically aims to identify, structure, and 

analyse themes within textual material. 

The study findings provide insight into a wide range of factors that influence 

internationalisation such as; barriers to market entry, financial constraints, lack of support 

mechanisms for Small and Medium Enterprises, collaborative networks for export growth, 

African Continental Free Trade Agreement as an enabler, access to market information, trade 

data as well as adapting to local conditions. This study is anticipated to be highly informative 

and impactful, addressing critical needs and offering substantial benefits to various stakeholders 

such as Small and Medium Enterprises, policymakers, and trade facilitators. Its significance 

lies in its potential to transform the landscape of Small and Medium Enterprises 

internationalisation in South Africa. 

The results demonstrated a dynamic landscape shaped by regulatory complexities, financial 

constraints, the potential of the African Continental Free Trade Agreement as a unifying market, 

and the critical role of support systems and adaptive strategies for successful Small and Medium 

Enterprise internationalisation. The study offers several recommendations, including 

prioritising harmonizing of regulatory standards across the continent, access to Small and 

Medium Enterprise-focused trade finance, improving logistics and trade infrastructure, 

institutional support and capacity building, and collaboration through trade shows. Future 
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research should be on Sector Specific Regulations pertaining to South African Small and 

Medium Enterprises on African regional trade.   

Keywords: Internationalisation, Small Medium Enterprises, African Continental Free Trade 

Agreement, Export Marketing and Investment Assistance, Intra- Africa Trade, Department of 

Trade, Industry and Competition. 
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CHAPTER 1: INTRODUCTION AND BACKGROUND 

1.1 Introduction 

This research seeks to establish a framework to Internationalise South African Small and 

Medium-sized Enterprises (SMEs) through the Africa Continental Free Trade Agreement 

(AfCFTA). This is motivated by the fact that little is known about South African enterprises' 

Internationalisation and their International Market Selection (IMS) processes (Ashely et al., 

2022). April & Reddy (2015) also identified a gap in the research on the Internationalisation of 

SMEs in developing countries. They found that while there is a lot of literature on the factors 

that contribute to SME Internationalisation in emerging economies, there is a lack of research 

on the actual process of how SMEs internationalise. As such, SMEs often fail in international 

business operations, which, in turn, results in financial loss (Ghauri & Kumar, 1989).  

The SME sector contributes to economic growth, job creation, and innovation, which is well 

documented globally (Beck et al., 2005). For instance, in South Africa, SMEs are pivotal, 

contributing approximately 40% to the country’s GDP and accounting for over 60% of 

employment (Abor & Quartey, 2010). However, the Internationalisation of these enterprises 

remains limited due to various structural and operational challenges such as limited access to 

finance, insufficient infrastructure, and regulatory hurdles (Fatoki & Asah, 2011). 

Internationalisation is a gradual procedure in which a company transitions from operating solely 

in its native market to expanding its business operations in foreign markets (Rundh, 2003). 

There are various methods of Internationalisation, and exporting is the most prevalent among 

SMEs (Bowen, 2012). Therefore, this study will primarily concentrate on the inclination of 

SMEs to engage in exporting. The study will explore how the AfCFTA will benefit South 

African SMEs to internationalise their operations and expand their market reach.  

The AfCFTA agreement was signed in Rwanda in March 2018 and became operational in 

January 2021 (African Union, 2018). It aims to establish a single market for goods and services 

across 54 African countries and offers a unique opportunity to address these barriers by 

eliminating tariffs on 90% of goods, reducing non-tariff barriers, and creating a continental 

market with a population of over 1.2 billion people and a combined GDP of over $2.5 trillion 

(African Union, 2018). It also has the potential to significantly boost intra-African trade, which 

currently accounts for only 15% of Africa’s total trade (UNECA, 2019). 
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Internationalisation through the AfCFTA is more than just an option; it is a strategic imperative 

for South African SMEs. By participating in international markets, SMEs can broaden their 

customer base, mitigate risk, and reduce their dependence on the frequently volatile domestic 

market (Chetty & Campbell-Hunt, 2003). Furthermore, exposure to international competition 

can drive innovation, operational efficiency, and the adoption of new technologies and business 

practices (Zahra et al., 2000). Although there are advantages to Internationalisation, there are 

also numerous obstacles to overcome, such as dealing with various legislative frameworks, 

handling cultural differences, and surmounting logistical hurdles (Lu & Beamish, 2001). 

The research will follow a qualitative approach to provide a comprehensive framework to 

facilitate the Internationalisation of South African SMEs through the AfCFTA. The framework 

will address critical areas such as market entry strategies, capacity building, access to finance 

and regulatory compliance. By providing a structured approach, the framework will assist 

SMEs in leveraging the opportunities presented by the AfCFTA and overcoming the inherent 

challenges of Internationalisation. In conclusion, the process of integrating SMEs into the 

AfCFTA presents a substantial prospect for expanding economic expansion and progress across 

the continent.  

1.2 Background of the study 

The AfCFTA was established in 2012 and is one of the largest free trade areas in the world in 

terms of the number of participating countries. There are 54 countries involved and one country, 

Eritrea, has not signed. It is structured with a comprehensive array of negotiated agreements 

and procedures designed to create a liberalised single market for African goods and services 

(Fafunwa et al., 2022). The primary objectives of the AfCFTA are to enhance intra-African 

trade, foster industrialisation, and promote sustainable economic growth across the continent 

(African Union, 2018). Additionally, it aims to mitigate the longstanding economic disparities 

across Africa caused by high trade barriers (Abdullahi, 2020). These high trade barriers have 

historically impeded SMEs from meaningful participation in the export market. By reducing 

tariffs and addressing non-tariff barriers, the AfCFTA is expected to create a more conducive 

environment for SMEs to operate and compete regionally (UNECA, 2019). This agreement has 

the potential to transform Africa’s business landscape, providing South African SMEs with new 

markets and growth opportunities. 

SMEs play a crucial role in Africa’s economy by significantly contributing to the Gross 

Domestic Product (GDP) and job creation. However, their participation in the AfCFTA has 



3 

been limited due to several factors, including lack of awareness and information, regulatory and 

administrative barriers, poor infrastructure, limited access to finance, and market access issues. 

Offei et al. (2020) argue that the majority of SMEs possess minimal knowledge of the AfCFTA, 

particularly in Ghana, which is largely attributed to insufficient consultation by the government. 

Consequently, SMEs face considerable challenges in leveraging the benefits of the AfCFTA, 

thereby hindering their efforts towards Internationalisation and limiting their potential 

contributions to national economic growth and job creation (World Bank, 2020). 

Despite the anticipated benefits of the AfCFTA, Fafunwa et al. (2022) contend that large 

corporations are more likely to be the initial beneficiaries, given their resources and capabilities 

to capitalise on new market opportunities. Offei et al. (2020) further support this view, 

suggesting that the AfCFTA could create both winners and losers, with SMEs potentially at a 

disadvantage. Currently, there are no clear strategies outlining how SMEs will benefit from this 

initiative. Instead, the AfCFTA's primary goal is to “create one African market” and encourage 

both SMEs and large corporations to engage in mutually beneficial trade agreements (Fafunwa 

& Odufuwa, 2022). Therefore, it is imperative to develop targeted strategies and policy 

frameworks that address the specific challenges faced by SMEs, enabling them to fully 

participate in and benefit from the opportunities presented by the AfCFTA. 

The Internationalisation of African SMEs has been underwhelming (Costantinos, 2023). Their 

lack of involvement in the export market is often attributed to a lack of access to finance, limited 

market access, high tariff costs, infrastructure deficiencies, political conflicts, and border 

regulations, all of which increase the cost of cross-border trade (Costantinos, 2023; Thusi et al., 

2022). The AfCFTA aims to address these issues through a comprehensive framework of 

negotiated agreements and procedures to establish a liberalised single market for African goods 

and services (Fafunwa et al., 2022). Furthermore, it seeks to alleviate the long-standing 

economic and political disparities across Africa caused by high trade barriers (Abdullahi, 2020). 

In the South African context, over 90% of businesses are SMEs, yet only 3% engage in 

Internationalisation (Calof, 1995). With the acceleration of globalisation over the past two 

decades, there is a growing need and pressure for SMEs to expand their activities 

internationally, and South African SMEs are no exception (Abor & Quartey, 2010). However, 

in an interconnected global economy, SMEs are more vulnerable to economic shocks compared 

to larger companies (World Bank, 2018). This highlights the critical need for a robust 
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framework to support the Internationalisation of local SMEs, enabling them to effectively 

navigate and withstand these shocks.  

The Internationalisation of South African SMEs is essential for them to fully benefit from the 

AfCFTA, which introduces comprehensive and unprecedented commercial and regulatory 

agreements between African countries (Fafunwa et al., 2022). By diversifying their market 

presence through Internationalisation, SMEs can mitigate risks and enhance their resilience 

(Bowen, 2012). The AfCFTA has the potential to transform and redefine the role of SMEs in 

the economy, offering them new opportunities for growth and development. This dissertation 

will explore the specific challenges faced by South African SMEs in the process of 

Internationalisation and propose actionable strategies to facilitate their integration into the 

AfCFTA framework. By addressing these challenges and leveraging the opportunities 

presented by the AfCFTA, the study aims to contribute to the broader goal of sustainable 

economic growth and development for South African SMEs. 

1.3 Problem statement 

South African SMEs does not have a definitive framework for Internationalisation, hence, it is 

important to understand how SMEs could benefit from the AfCFTA. Prior research has not 

yielded robust frameworks for SME Internationalisation (Paul, 2020), and there is no consensus 

on the strategies required for the successful Internationalisation of South African SMEs. 

Existing frameworks are typically designed for multinational firms and do not adequately 

address the SME country context and its influence on Internationalisation (White & Van 

Dongen, 2017).  

South African SMEs face numerous challenges in internationalising their businesses, including 

insufficient production capacity, lack of finance, inadequate trade capacity and readiness, 

improper market entry strategies, and lack of networking and collaboration (Abor & Quartey, 

2010; April & Reddy, 2015; Calof, 2005; Gumede & Rasmussen, 2002; Jibrilla, 2018; Mlambo 

et al., 2021). These issues are exacerbated by inadequate infrastructure, complex regulatory and 

administrative barriers, and a lack of awareness and understanding of the AfCFTA (Offei et al., 

2020). These challenges increase the cost and complexity of cross-border trade and make SMEs 

more vulnerable to economic shocks (World Bank, 2020b).  

The AfCFTA aims to reduce trade barriers and create a single market for African goods and 

services, offering a unique opportunity for SMEs to diversify their markets, mitigate risks, and 

enhance their competitiveness (Fafunwa et al., 2022). However, without a strategic framework 
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to support their Internationalisation, South African SMEs remain at a disadvantage, unable to 

fully participate in and benefit from this landmark trade agreement.  

Key concepts in this area include trade liberalisation, economic integration, SME 

competitiveness, and market diversification. The underlying assumption is that a well-

structured framework can significantly enhance the Internationalisation prospects of South 

African SMEs. The independent variables in this study are access to finance, infrastructure 

quality, regulatory and administrative efficiency, and awareness of the AfCFTA. The dependent 

variable is the level of Internationalisation of South African SMEs.  

Given these challenges, this study aims to develop a comprehensive framework to facilitate the 

Internationalisation of South African SMEs through the AfCFTA, addressing the most 

significant barriers and proposing actionable solutions to support their integration into the 

AfCFTA. 

1.4 The purpose  

The purpose of this study is to develop a comprehensive framework to Internationalise through 

the AfCFTA. This study aims to identify and address the significant barriers that impede the 

Internationalisation of South African SMEs, including limited access to finance, inadequate 

infrastructure, regulatory and administrative obstacles, and a lack of awareness about the 

AfCFTA. By conducting a thorough analysis of these challenges and proposing actionable 

solutions, the study seeks to enhance the capacity of South African SMEs to participate in and 

benefit from the AfCFTA. Ultimately, the research aspires to contribute to sustainable 

economic growth and development by enabling South African SMEs to thrive in a more 

integrated and competitive African market. This will be achieved through a combination of 

qualitative and quantitative research methods, including surveys, interviews, and case studies, 

to gather comprehensive insights and data on the current state and potential of SME 

Internationalisation under the AfCFTA framework. This approach will enable the collection of 

comprehensive and nuanced insights into the specific challenges and opportunities faced by 

South African SMEs in the context of the AfCFTA. By understanding these barriers and 

identifying effective strategies to overcome them, the study aims to provide actionable solutions 

and policy recommendations that will enable local SMEs to thrive in a more integrated and 

competitive African market, ultimately contributing to sustainable economic development 

across the continent. 
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1.5 Research questions  

1.5.1 Primary research question 

Given the aforementioned research problem, the main questions in this study are: 

1) What are the reasons for the low export intensity of SA SMEs to the African markets? 

2) How can opportunities presented by the AfCFTA be unlocked towards increasing the 

export intensity of SA SMEs into the African market? 

1.5.2 Secondary research questions 

The following sub-questions will be explored to further elaborate on the above questions:  

a) What is the adequacy of current SMEs market entry strategies into African markets? 

b) To what extent do SME capabilities (export capabilities, market knowledge, and 

access to trade-related information) contribute to their export capacity and enhance 

their readiness? 

c) What measures can be explored to enhance SME networking and collaboration to 

increase their export participation in the region? 

d) Why are most SA SMEs not exporting to the African markets? 

e) What are the current challenges with the funding structures to address funding 

requirements for SMEs to access to export markets especially international markets 

African in particular?  

f) Who are the key stakeholders in trade facilitation for SMEs in exporting to the African 

market? 

g) What is/has been the role of DFIs in assisting SMEs access export markets? 

1.6 Research objectives and/or hypotheses 

The main objective of this study is to develop a comprehensive framework to facilitate the 

Internationalisation of South African SMEs through the AfCFTA. This objective will be 

accomplished by pursuing the following exact objectives:  

1) To identify and analyse the key barriers that impede the Internationalisation of SMEs, 

including limited access to finance, inadequate infrastructure, regulatory and 

administrative obstacles, and a lack of awareness about the AfCFTA. 

2) To assess the adequacy of current market entry strategies employed by SMEs for 

entering African markets. 
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3) To evaluate the capabilities of SMEs (such as export capabilities, market knowledge, 

and access to trade-related information) that contribute to their readiness and capacity 

for Internationalisation. 

4) To identify the key stakeholders involved in trade facilitation for SMEs exporting to 

the African market. 

5) To investigate the current challenges with funding structures and identify potential 

solutions to address funding requirements for SMEs to access international markets, 

particularly in Africa. 

6) To examine the role of Development Finance Institutions (DFIs) in assisting SMEs in 

accessing export markets. 

7) To investigate the extent of small businesses’ access to export programmes from 

government. 

8) To determine the role that AfCFTA will play in the improvement of access to African 

regional markets (intra-Africa trade) for South Africa SMEs.  

1.7 Significance of research  

This study is anticipated to be highly informative and impactful, addressing critical needs and 

offering substantial benefits to various stakeholders such as SMEs, policymakers, and trade 

facilitators. The significance of this research lies in its potential to transform the landscape of 

SME Internationalisation in South Africa. By equipping SMEs with practical strategies and 

tools, the study will enable them to expand their operations into new African markets, enhance 

their competitiveness, and contribute more significantly to economic growth and job creation 

(Beck et al., 2005). Policymakers and trade facilitators will benefit from this research by gaining 

evidence-based insights and recommendations for creating a conducive environment for SME 

Internationalisation (UNECA, 2019). The study's findings will inform policy development, 

helping to streamline regulatory processes, improve trade infrastructure, and design targeted 

support programs that address the specific needs of SMEs (Offei et al., 2020). Academically, 

this study will contribute to the body of knowledge by filling a gap in the literature on SME 

Internationalisation in the context of the AfCFTA. Existing literature primarily focuses on SME 

Internationalisation in developed economies, with limited research on developing regions like 

Africa (Leonidou et al., 2007). This study offers a nuanced understanding of the unique 

challenges and opportunities faced by South African SMEs, providing a robust theoretical and 

empirical basis for future studies. By developing a comprehensive framework for SME 

Internationalisation, the study not only addresses practical business needs but also advances 
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academic discourse on trade liberalisation, economic integration, and SME competitiveness in 

developing economies (Fafunwa et al., 2022). This dual contribution ensures that the study is 

both practically relevant and academically significant, paving the way for enhanced SME 

participation in the AfCFTA and contributing to broader economic development goals across 

the continent. 

The study contributes to a dynamic industrial and globally competitive South African economy, 

which is supported by trade and enterprise development through the establishment of an 

equitable global trading system that facilitates development by strengthening trade and 

investment links with key economies and fostering African development, including regional 

and continental integration and development cooperation following the African Union Agenda 

2063. Huge reliance is placed mainly on the AfCFTA to provide opportunities for continental 

trade, particularly for SMEs. The results of a study conducted by Fafunwa and Odufuwa (2022) 

and Moyo (2020) suggest that SMEs are likely to be the biggest losers in the AfCFTA. This is 

mostly due to a lack of clarity over how African SMEs will benefit from the prospects given by 

the AfCFTA. Consequently, it is essential to formulate a framework for the internationalisation 

of South African SMEs to eradicate obstacles that hinder their capacity to internationalise. 

Furthermore, the study will contribute by offering essential measures to address non-tariff 

policies affecting low African intra-trade, particularly from the viewpoint of indigenous 

entrepreneurs. The study will further enhance the existing knowledge by providing a 

comprehensive analysis of the obstacles that hinder the ability of South African SMEs to 

internationalise. This study will assist decision-makers in formulating international trade 

strategies accompanied by actionable plans for SMEs.  

1.8 Organisation of the study  

This dissertation comprises five chapters and is structured as follows:  

Chapter 1: This chapter introduces the study and provides a background in the context of the 

study’s research objectives.  

Chapter 2: Chapter 2 review relevant empirical literature and discusses key concepts pertinent 

to the internationalisation of South African SMEs through AfCFTA. The conceptual framework 

of the study is discussed to understand existing challenges, resources, and opportunities, which 

will inform the design process for a framework to internationalise SMEs to expand their 

footprint in the African market.  
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Chapter 3: The researcher presents the research methodology and design employed to explore 

the research questions of the study.  

Chapter 4: The findings, based on the data collected in Chapter 3 are presented, analysed and 

discussed. 

Chapter 5: This chapter concludes the study and makes recommendations. 

 

  



10 

CHAPTER 2: LITERATURE REVIEW 

2.1 Introduction  

This chapter explores the existing body of knowledge surrounding the internationalisation of 

South African SMEs, with a specific focus on their engagement with the AfCFTA. The review 

integrates theoretical frameworks and practical considerations, providing insights into the 

various factors that shape SMEs' internationalisation processes, both within South Africa and 

across the African continent. It begins by discussing the broader concept of internationalisation, 

outlining the different strategies and stages that SMEs typically follow when expanding into 

foreign markets. The chapter then narrows its focus to the unique challenges and opportunities 

faced by South African SMEs, including their level of awareness and understanding of AfCFTA 

as a platform for growth. 

In addressing the role of various stakeholders, the review highlights the importance of trade 

facilitation bodies, government agencies, and DFIs in supporting SMEs. The need for adequate 

funding and the strategies to access financial resources are also explored, considering both 

public and private sector efforts. Central to this discussion is the role of South Africa’s 

government in promoting exports and creating an enabling environment for SMEs. Finally, the 

chapter concludes by examining how AfCFTA facilitates access to regional markets, offering 

SMEs the potential to expand their reach within Africa and tap into intra-Africa trade 

opportunities. This review aims to provide a holistic understanding of the complex dynamics 

influencing the internationalisation of SMEs in South Africa, within the context of regional 

trade agreements and broader economic policies.  

2.2 Internationalisation  

Internationalisation can be traced back to the 14th century, indicating a long-term trend of rising 

cross-border economic operations. Despite widespread agreement on the increasing global 

integration of these activities, there is still no universally accepted definition of 

internationalisation (Abor, 2004). The term is understood differently depending on the 

phenomenon under investigation, resulting in a variety of conceptualisations in academic 

literature (Shen et al., 2017). Over time, researchers have approached the definition of 

internationalisation from many angles. For example, (Wind et al., 1973) defined 

internationalisation as a process in which specific attitudes or orientations become associated 

with the development of international operations at various phases. Similarly, Penrose (1959) 

described internationalisation as a company's core strengths and prospects in a foreign setting. 
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Calof (1995) shared this notion, defining internationalisation as the process of tailoring a 

company's activities to its foreign environment. Fernandes et al. (2023) underlined that 

internationalisation entails increasing a company's involvement in global activities. Johansson 

& Vahlne (1977) and Welch & Luostarinen (1988) defined internationalisation as the process 

by which businesses enhance their commitments to international markets. Similarly, Calof 

(1995) defined internationalisation as the process of tailoring a company's operations to foreign 

environments. In contrast, Johansson & Vahlne (1977), along with Welch & Luostarinen 

(1988), defined internationalisation as the process by which corporations gradually extend their 

commitments to international markets. 

In recent years, there has been a greater emphasis on defining internationalisation as a steady 

and incremental process. This viewpoint holds that a company begins by operating solely in its 

domestic market and gradually expands its business activities into foreign markets, thereby 

extending its operations across national borders (Acosta et al., 2018; Fernandes et al., 2023; 

Paul et al., 2017; Madara & Tsyokor, 2022; van Staden, 2022). This developing definition 

reflects the dynamic and varied character of internationalisation, which includes not only 

physical growth into new markets but also strategic adaptation to changing economic, cultural, 

and regulatory contexts. As Paul et al. (2017) point out, academics and researchers have used a 

variety of perspectives and characteristics to characterise the internationalisation process, 

emphasising its complexities and the numerous elements that influence it. This ongoing 

discussion highlights the importance of internationalisation as a vital strategy for businesses 

looking to gain a competitive advantage in an increasingly interconnected global market. 

2.2.1 Different modes of internationalisation 

Internationalisation is an essential growth strategy for organisations aiming to develop beyond 

their domestic markets. It can be accomplished using different approaches, each of which has 

its own difficulties and possibilities (Johanson & Vahlne, 2009). The most common modes of 

internationalisation are listed below: 

a) Exporting: Is the simplest and most common form of internationalisation for SMEs, 

involving selling domestically produced goods or services to foreign markets. 

b) Foreign Direct Investment (FDI): Involves SMEs establishing or acquiring foreign 

assets, such as manufacturing plants or distribution networks. 

c) Strategic Alliances and Joint Ventures: Collaborating with foreign companies to gain 

access to new markets or share resources. 
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d) Licensing and Franchising: Allowing a foreign company to produce or sell products in 

exchange for royalties or fees. 

These modes are not mutually exclusive and frequently intersect, enabling companies to 

implement a blend of strategies customised to their particular requirements and market 

circumstances (Cavusgil & Knight, 2015). The selection of the mode is contingent upon 

variables such as the company's assets, market expertise, willingness to take risks, and long-

term goals. Comprehending the various methods of internationalisation is crucial for 

businesses, especially SMEs, as they navigate the intricacies of entering and competing in 

global markets, particularly in dynamic environments such as those facilitated by the AfCFTA 

(Afreximbank, 2024). 

2.2.2 Benefits and opportunities of internationalisation of SMEs 

Internationalisation offers several benefits, including the ability to enter new markets, mitigate 

risk by diversifying across different countries, access a larger customer base, and establish a 

global network of suppliers to enhance products and services for domestic customers (Shree & 

Urban, 2012). Over the years, trading across international borders has flourished as a result of 

the many benefits it offers the parties involved (Pyringer & Tettey, 2015). Internationalisation 

is a progressive process of growing involvement on international operations and 

internationalisation. Companies engaging in the global market frequently learn new methods 

and technologies while also receiving international exposure, making them more competitive 

and helping them to achieve higher levels of productivity and growth rates than companies 

operating solely in the domestic market (Afreximbank, 2024). Although numerous 

internationalisation strategies are available to SMEs, export is the most popular (Bowen, 2012). 

This is supported by (Afreximbank, 2024), which states that export trade is the most common 

foreign market access mode, particularly for SMEs seeking to internationalise. Henceforth, 

export trade is necessary for SMEs considering the benefits associated with internationalisation. 

SMEs involved in export trade are able to increase their productivity, thus spurring economic 

growth. SMEs often face resource constraints, yet as (McDougall et al., 1994) highlight, the 

growing significance of internationalisation means that businesses must innovate in how they 

generate value despite these limitations if they wish to achieve profitability. 

2.2.3 Challenges of internationalisation of SMEs 

SMEs face competition from large local and foreign companies (Paul, 2024). In a globalised 

world, SMEs are more prone to shocks than larger companies (World Bank, 2018). Therefore, 
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internationalisation may represent challenges for small businesses to increase the risk across 

several markets (Bowen, 2019). Companies, particularly SMEs, face multiple challenges while 

internationalising. One of the primary obstacles that SMEs face when internationalising is the 

absence of an effective strategy for accessing foreign markets (Paul, 2024). The selection of a 

foreign market is strategic and one of the most important and complex decisions in the 

internationalisation process (Vögel, 2019). The strategy includes alliances with local partners 

who have market knowledge. Additional challenges include internal marketing issues such as 

ineffective marketing strategies and limited understanding of overseas markets, as well as the 

selection of entry modes and low brand value (Paul, 2024). Bowen (2019) also lists export 

policy, regulations, endowments, and incentives as some of the government problems that 

impact internationalisation.  

Other challenges include the environmental characteristics of the target countries, and this can 

affect the internationalisation of a company. These characteristics include political, economic, 

social, technical, and legal issues (Bowen, 2019). Therefore, it is imperative for SMEs to 

comprehend and establish connections with others in order to acquire insights into competition 

in foreign environments. Institutional differences can be for example differences in culture, 

economics, politics and underlying principles on how business is done in different countries 

(Berglund & Malmsjö, 2009). These differences can affect the relationship negatively because 

they can cause uncertainties and a distance between the two parties. The failure of SMEs in 

international business operations frequently leads to financial losses (Paul, 2020). Lastly, Boter 

& Lundström (2005) acknowledge that administrative, fiscal and legal regulations can have an 

effect on a company’s internationalisation decision, particularly for smaller companies. 

2.3 South Africa SMEs and internationalisation. 

2.3.1 Small and Medium Enterprises (SMEs)  

There is no universal agreement on what qualifies as an SME, primarily because different 

scholars have usually provided different definitions of this business category. In South Africa, 

according to the National Small Business (NSB) Act 102 of 1996, a small business is defined 

as a separate entity that can operate in any sector or sub-sector of the economy and can be 

classed as a micro-enterprise, a very small firm, a small enterprise, or a medium enterprise 

(Bvuma et al. 2020) and categorised according to the industries or settings in which they 

operate. SMEs are classified based on both qualitative and quantitative variables, with 

qualitative factors including the nature of ownership and economic activity and quantitative 
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factors include the number of employees and the size of the business (Makoni, 2023). The word 

“SME” can be widely defined as a company that keeps certain revenue or staff counts below a 

certain threshold. 

The definition varies depending on the region, the country, and the industry. For instance, in 

Ghana businesses that have fewer than 10 employees are classified as small-scale organisations 

and those that have more than 10 employees as medium- and large-sized enterprises (Abor, 

2004). In the United States, it may be difficult to identify a SME because their qualifications 

are industry-specific. In the European Union, a SME is defined as any organisation with fewer 

than 250 people (Paul, 2020). On the other hand, UNIDO (2022) also categorises SMEs in 

terms of the number of employees in developing countries as small (5–19 employees), medium 

(20–29 employees), and large (100 or more employees). Therefore, no universally accepted 

definition of what a SME is, as is evident by the many definitions. For the purpose of this study, 

this research will adopt the South African SME definition as it applicable in the local context. 

2.3.2 Internationalisation of South African SMEs 

Over the past few years, there has been a substantial increase in the internationalisation of South 

African SMEs. This shift toward growing beyond domestic borders has been spurred by a 

variety of forces, both internal and external in nature (Berglund & Hanna, 2009; Gumede, 2004; 

Hussain & Khan, 2023). As a result, South African SMEs have been expanding their export 

activities, which is a trend that is expected to continue. Some of the primary drivers driving 

South African SMEs to seek overseas markets are the dynamic global market, technological 

improvements, changes in trade policies, and the quest of new growth prospects (Gumede & 

Rasmussen, 2002; Love & Roper, 2015). South African companies have achieved unparalleled 

levels of internationalisation compared to any other African state. This is despite the fact that 

their economic climate is shaped by the legacies of apartheid, which led to economic isolation 

and the formation of highly concentrated companies in a variety of industries (White & Van 

Dongen, 2017). South African retailers expand in order to seek resources or capabilities rather 

than to exploit existing ones (Goldstein & Baena, 2012; Luo & Tung, 2007). Dakora & 

Bytheway (2014) agree with this perspective, asserting that South African retailers have been 

expanding in order to tap into the increasing incomes and expanding consumer base in newly 

opened-up global and African markets, as opposed to the already saturated and fiercely 

competitive domestic market.  
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Fernandes et al. (2023) state it is essential to appreciate the forces influencing the export 

intensity of South African SMEs in order to develop targeted strategies that can further increase 

their level in international competitiveness. This journey of internationalisation, however, is 

not without its challenges and complexities, as SMEs must carefully strategise and adapt to the 

particular needs of the global marketplace. Henceforth, Deng & Yang (2014) insist that while 

firm characteristics and country of origin are clearly important to internationalisation strategy, 

an understanding of host country contextual variables and their impact on internationalisation 

patterns is also critical. This is precisely because African markets are complicated ecosystems 

that create a slew of hurdles for South African merchants driving retail expansion (White & 

Van Dongen, 2017). South African retailers have led the internationalisation of this sector 

across the continent by adapting to, and thriving within, these challenging environments (White 

& Van Dongen, 2017). 

2.3.3 Challenges of Internationalisation by South African SMEs 

South African SMEs face numerous challenges when it comes to internationalisation, including 

aligning with global challenges while incorporating particular regional elements. The key 

challenges include a lack of operating capital, limited access to market information, difficulty 

identifying international business opportunities, and insufficient managerial time, skills, and 

knowledge (OECD, 2009). Other challenges that South African SMEs face include poor 

financial infrastructure, deteriorating physical infrastructure, and regional trade barriers (White 

& Van Dongen, 2017), which increase the time required to transport consumer goods within 

and beyond the area and consequently raise costs. These obstacles are common among smaller, 

newly internationalising businesses, and they are frequently compounded by sector-specific 

constraints, particularly in areas that require extensive information flow and customisation, 

such as software and high technology. 

Afreximbank (2024) has identified the issue of restricted access to finance as a significant 

impediment to SMEs participation in export markets. It frequently results in SMEs having 

difficulty in obtaining the requisite financing for their export operations. Low levels of financial 

capital prohibit South African SMEs from internationalising, and exorbitant costs are required 

for foreign market analysis, purchasing legal consulting services, adaptation of products to the 

foreign market, travel expenses and the financial risk involved in internationalising (Ruzzier et 

al., 2006; Shree & Urban, 2012). This is further exacerbated by the challenge of establishing 

contacts with potential overseas customers and the limited access to reliable information about 
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foreign markets. The literature has shown that it is challenging to locate market information on 

African markets (Dakora & Bytheway, 2014), and the information that is available is frequently 

unreliable (Jerven, 2011). Furthermore, the absence of managerial expertise in 

internationalisation is a significant impediment, as numerous small and medium-sized 

enterprises (SMEs) lack the requisite skills and knowledge to effectively navigate international 

markets (AMSCO, 2006). 

2.3.4 South African SMEs export competitiveness 

In terms competitive positing of South African SMEs for the export market, South African 

exporters are, however, not yet well equipped and not very active to conduct effective 

Competitive Intelligence, especially in the areas of planning, process and structure, data 

collection, data analysis, and especially skills development. This could be associated with 

findings of (Calof, 1995), which suggested that are fewer committed exporters among South 

African SMEs. This poses huge disadvantages because the export process is entrenched with 

many challenges and barriers. April et al. (2015) concluded that export market requires high 

level of trade capacity and readiness by SMEs to succeed. When it comes to export 

participation.  

2.3.5 South African SMEs and International Trade Agreements 

To ensure meaningful participation in the international trade or internationalisation of business 

enterprise, South African government entered into several trade agreements such as African 

Opportunity Growth Act (AGOA), SAEU Development Cooperation and Agreement (SA-EU) 

and recently the AfCFTA (Gumede, 2004; Thusi et al., 2022).  

AGOA - President Clinton established the AGOA in 2001, providing special treatment for 

around 6400 tariff lines. The United States of America offers to 48 African sub-Saharan 

countries, and AGOA has been renewed numerous times since 2000. The major AGOA laws 

include: 

 Trade and Development Act of 2000 (AGOA I) 

 Trade Act of 2002 (AGOA II) 

 AGOA Acceleration Act of 2004 (AGOA III) 

 Africa Investment Incentive Act of 2006 (AGOA IV) 

 Act of Amend AGOA of 2012 (AGOA V) 

 AGOA Extension and Enhancement Act of 2015 (AGOA VI) 
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 AGOA and Millennium Challenge Act of 2018 (AGOA VII) 

South Africa is a substantial beneficiary of AGOA, as it has expanded its exports in high-value 

growth sectors of the South African economy, including automobiles, chemicals, and 

agricultural products (such as citrus, macadamia nuts, and wine). In 2014, AGOA (including 

GSP - Generalised System of Preferences1) accounted for 38% of the total South African 

exports to the United States (Ismail, 2024). In 2014, South Africa's AGOA exports, which 

included a GSP of US$1.4 billion, totalled US$3.1 billion. Exporters in South Africa, including 

small and medium-sized enterprises, benefited from the AGOA. The total tariff revenue that 

South African exporters were relieved of paying because of AGOA was $46,884,859.70 

(Ismail, 2024).  

South Africa – European Union Development Cooperation and Agreement 

The South Africa-European Union Strategic Partnership, one of ten in the world and the 

continent's only country-level EU strategic partnership, provides a broad strategic framework 

for programming, building on commitments to multilateralism, peace, and security (EUD, 

2021). The EU and South Africa collaborate in a variety of areas, including economic, trade, 

and investment relations, energy, research and innovation, and good governance. This is 

supplemented by the objectives of the Trade Development and Cooperation Agreement 

(TDCA) and the EU-SADC Economic Partnership Agreement (EPA), which replaces the 

TDCA's trade pillar and establishes the legal basis for EU-South Africa (SA) relations by 

addressing political dialogue, development, trade, and sectoral cooperation (EUD, 2021).  

AfCFTA 

Unfortunately, intra-African trade, especially among SMEs within the continent, has had little 

to no success despite these efforts and the development of integration arrangements. 

(Costantinos, 2023; Hagos, 2023; Thusi et al., 2022; Vlok, 2021), also supports this; Africa's 

intra-trade is stagnating and low and can be attributed to various factors for instance the market 

is still fragmented, impediments to the movement of commodities between countries, 

inadequate infrastructure and insufficient economic diversification and non-tariff barriers. 

                                                 

1 U.S. trade preference programs such as the Generalised System of Preferences (GSP) provide opportunities for 

many of the world's poorest countries to use trade to grow their economies and climb out of poverty. 
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The principle of Africa First must be adopted by African countries in order to advance their 

objective of regional integration, rather than in an insular and isolationist manner (Ismail, 

2024). Similar to Nkrumah's leadership, who, as early as 1958, convened an All African 

People's Conference to further the vision of regional integration in Africa (Mazrui, 2005). 

Africa must establish its integration on the principle of UBUNTU, rather than Most Favoured 

Nation or Reciprocity (Stiglitz, 2016). This point of view is consistent with the assertion of 

former South African President Nelson Mandela that South Africa's relationships within the 

continent should be based on equity, mutual benefit, and peaceful cooperation (Mandela, 1993). 

In this context, the AfCFTA emerges as a critical policy tool that embodies these objectives by 

encouraging economic collaboration and solidarity throughout the continent, so achieving the 

larger goal of regional integration. The scope of the AfCFTA negotiations include: 

Phase I:  

Trade in Goods (Rules of Origin, Customs Cooperation, Trade Facilitation, Transit, Non-Tariff 

Barriers; TBT: SPS; Trade Remedies).  

Services (Protocol on Trade in Services).  

Dispute Settlement Mechanism.  

The Protocol on Trade in Goods and the Protocol on Trade in Services each have several 

annexes covering substantive disciplines. Negotiations on a number of issues (e.g. tariff 

concessions, rules of origin for goods and schedules of specific commitments for services) are 

still ongoing.  

Phase II 

Investment, Intellectual property rights, and Competition policy.  

These Protocols are mentioned in Article 7 of the Agreement establishing the AfCFTA. 

2.4 Awareness of AfCFTA 

The AfCFTA was established during the 18th Ordinary Session of the Assembly of Heads of 

State and Government of the AU in January 2012. The session emphasised the need of 

enhancing intra-African trade and decided to create a free trade region. African leaders 

convened an Extraordinary Summit on the AfCFTA on March 2018 in Kigali, Rwanda. During 

this summit, the agreement that established the AfCFTA was pre-signed. The AfCFTA's 
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operational phase commenced with the 12th Extraordinary Session of the Assembly of the AU 

convened in Niamey, Niger, on July 7, 2019 (African Union [AU], 2024). The AfCFTA is also 

expected to enhance competitiveness at the industry and enterprise level through exploitation 

of opportunities for scale production, continental market access and better reallocation of 

resources (Briggs, 2021).  

Knowledge and involvement with the AfCFTA face continuous challenges, notably in terms of 

how well different stakeholders, including SMEs, grasp the opportunities it offers (Tralac, 

2024). Moreover, a study conducted by the UNDP emphasises that a significant number of 

SMEs lack knowledge about the particular protocols and procedures of the AfCFTA. This lack 

of awareness impedes their capacity to actively engage in and get advantages from the free 

trade area. The lack of knowledge around this issue can be ascribed to the intricate structure of 

the agreement and the insufficient efforts made to reach out to smaller enterprises (UNDP, 

2020). Furthermore, the United Nations Economic Commission for Africa (UNECA) also 

indicated that youth-led SMEs are particularly unaware of the AfCFTA. This is a result of 

insufficient outreach and education initiatives. This exclusion not only restricts their ability to 

participate in the continental market but also undermines the AfCFTA's overarching objectives 

of fostering inclusive economic development (UNECA, 2023). Hence, Langton (2023) suggests 

that increased awareness and engagement from these specific groups can stimulate wider 

economic advantages throughout Africa.  

2.4.1 Benefits of the AfCFTA agreement 

The AfCFTA provides a variety of benefits. However, most of these can only be realised in the 

long run (Hollington, 2021). The implementation of the African AfCFTA provides numerous 

opportunities for SMEs to enter regional export markets and use that to develop into global 

markets (Afreximbank, 2024). According to Langton (2023), the AfCFTA has the potential to 

lift around 40 million people out of poverty by promoting intra-regional trade. The AfCFTA 

has the ability to promote industrialisation, improve infrastructure, deepen regional integration 

and cooperation, expand intra-African trade, and drive SMEs' growth (African Union, 2019). 

This agreement is also expected to allow SMEs to use regional markets as a conduit for entering 

larger global markets. SMEs can boost their productivity and profitability by expanding into 

wider markets via international trade and export. 

The AfCFTA has the potential to boost cross-border investment by eliminating tariff and non-

tariff obstacles and replacing existing bilateral and regional trade agreements with a single, 
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unified market (Langton, 2023). This agreement promotes intra-African investments that aim 

to create a conducive environment in which SMEs, women and youth-led enterprises can fairly 

compete with larger firms. It also promotes financial inclusion, The AfCFTA Secretariat and 

Afreximbank developed and launched in January 2022 the Payment and Settlement System 

(PAPSS) to facilitate trading within the framework of the AfCFTA (Afreximbank, 2024). 

Furthermore, given the various levels of development among African states, the AfCFTA will 

serve as a catalyst for technology and skill transfer among African states, as well as facilitate 

the structural transformation of less-developed countries into knowledge-based economies with 

diverse trade portfolios that are not resource dependent for growth (Hollington, 2021). 

2.5 Theoretical frameworks on internationalisation of SMEs  

The section focuses on both widely used and recently constructed theoretical models. An 

examination of theoretical concepts and viewpoints about the internationalisation of SMEs. The 

theories and models that are used as benchmarks in the field of SME internationalisation are as 

follows:  

2.5.1 The Uppsala Model 

The Uppsala model one of the earliest approaches and the most commonly used model in the 

internationalisation literature, suggests that internationalisation activities increase 

incrementally and occurs in incremental steps (Abor, 2004). This model is based on the 

relationship between a company's understanding of the market it is attempting to enter, 

managerial commitment decisions, and the outcomes of first efforts as a predictor of future 

commitment (Arvidsson & Arvidsson, 2019). The Uppsala internationalisation model separates 

market entry into four stages or phases (Schlegelmilch & Crook, 1988), as illustrated in Figure 

1 below.  
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Figure 1: The Internationalisation theory according to the Uppsala Model 

The Uppsala model of gradual internationalisation posits that SMEs undergo a step-by-step 

process of expanding their international presence. This concept has been explored by several 

researchers, including (Carlson, 1975), (Johansson & Vahlne, 1977), (Johanson & 

Wiedersheim-Paul, 1975), and (Welch & Luostarinen, 1988). Johansson & Vahlne (1977) 

proposed that companies are more likely to expand into markets that have a lower level of 

psychic distance. Psychic distance refers to the differences in language, culture, and political 

system between the firm's home country and the target market (Johanson & Wiedersheim-Paul, 

1975). Over the years, the corporate environment has undergone changes, resulting in a shift in 

perspective and the development of an intricate network of relationships (Johanson & Vahlne, 

2009). 

In the SA context, this theoretical model suggest that that SA SMEs can gradually increase their 

commitment to the export market through incremental steps. Internationalisation commonly 

defined as a gradual and incremental process during which a company ceases to work 

exclusively in its domestic market to move to exploit its business activities in foreign markets 

and extension of business operations across borders (Paul et al., 2017). SMEs might choose to 

license their manufacturing process, establish a sales office in the target country, or even set up 

a manufacturing plant (Abor, 2004; Ashley et al., 2022; Fernandes et al., 2023; Hussain & 

Khan, 2023; Lloyd-Reason et al., 2009). Nonetheless, exporting is regarded as the most 

common internationalisation method, due to the low business risk and financial required (April 

& Reddy, 2015). The building up of experience gained via exporting provides SMEs with a 
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deeper knowledge of business opportunities both domestically and internationally, and as a 

result, the international participation of SMEs grows over time. 

Even though the Uppsala model is well known in the sphere of internationalisation, it has been 

criticised over the years by other researchers as a crude attempt to capture the basic process of 

internationalisation from the start, but it failed to take into account aspects such as the role of 

networks and internet (innovation) (Arvidsson & Arvidsson, 2019). This is currently also the 

most typical critique levelled at a model that has influenced many researchers over the years, 

internet did not exist during the period when the Nordic school predominated (Arvidsson & 

Arvidsson, 2019) and these days internet gives the opportunity to instantly sell to markets far 

from the shores of one’s own country. As result, the model is no longer viewed as universal but 

it is still be relevant to describe how firms act in certain industries. 

2.5.2 Network Model 

The network model for SMEs highlights the importance of connections and networks in 

assisting and supporting SMEs' expansion into international markets. This is because, as the 

business environment has become more globalised, it is critical for SMEs to seek out overseas 

market opportunities to achieve and maintain a competitive advantage (Osano, 2019). 

Coviello and Munro (1995) support this notion, indicating that companies can engage in the 

export market. The theory tested by (Abor, 2004; Ashley et al., 2022; Hallén & Johanson, 2004; 

Scalera et al., 2009) was that when participating in relationships, SME manufacturing 

companies participate in foreign markets relatively easily because they promote information 

flows, which reduces the burden of international marketing on individual enterprise units. 

Strong interpersonal ties and social relationships are essential for the internationalisation of 

SMEs. This study will also examine using the network model theory, the extent to which SA 

SMEs use their networks to participate in the export market (Iwu et al., 2017). This is based on 

the factor that there seems to be a relationship between networks and internationalisation as 

outlined above by the different researchers. According to Coviello and Munro (1995), the role 

of networks in growth and international trade is not examined and discussed adequately. 

2.5.3 Resource-Based View (RBV) 

The Resource-Based View (RBV) was established by Birger Wernerfelt in 1984 and was later 

improved by Jay Barney in the 1990s (Wernerfelt, 1984). The RBV is a well-known strategic 

management theory that highlights the significance of a company's unique resources and skills 



23 

in gaining and maintaining competitive advantage (Safari & Saleh, 2020). The RBV focuses on 

internal resources and capabilities to identify the determinants of a company’s advantage and 

performance (Ramon-Jeronimo et al., 2019). According to Safari and Saleh (2020), RBV SMEs 

can improve their competitive position, e.g., concerning costs, quality, or further factors for 

differentiation, if they possess and exploit resources and capabilities that are valuable, rare, 

inimitable, and non-substitutable. 

It further seeks to comprehend the interrelationships of different resources and how resources 

might be integrated to preserve a competitive advantage (Ramon-Jeronimo et al., 2019), thereby 

implying that mostly its internal resources rather than external market conditions influence the 

company’s performance. The study concentrates on internal factors such as export capability 

and readiness, market entry strategies, and network and collaboration because these are internal 

and under the direct control of SMEs. The RBV also emphasises the role of dynamic 

capabilities, which are a firm's ability to adapt, integrate, and reconfigure its resources in 

response to changing market conditions and opportunities. The RBV also highlights the 

importance of dynamic capabilities, or a company's capacity to modify, integrate, and rearrange 

its resources in response to shifting opportunities and market conditions (Wernerfelt, 1984). 

The RBV is depicted in Figure 2 concerning the business-specific resources that are necessary 

for a business to internationalise. The SME's ability to internationalise is influenced by the 

nature of the product, as well as the host and native country factors, as demonstrated in the 

model.   
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Figure 2: The Resource-Based View Theory Internationalisation Model 

 

2.5.4 Dynamic capabilities  

Teece et al. (1997) define dynamic capabilities as the firm’s ability to integrate, build and 

reconfigure internal and external competences to address changing environment. Whilst 

Leonard‐Barton (1992) and Teece et al. (1997) argue that dynamic capabilities as the company's 

ability to achieve new and innovative forms of competitive advantage. There are other dynamic 

internationalisation models such as Project business, Network model and the Uppsala model 

(Cederstav & Djerf, 2021). Therefore, resource-based view of dynamic capabilities, also known 

as dynamic capability theory, is a theoretical perspective in strategic management that focuses 

on a firm's ability to adapt and reconfigure its resources and capabilities in response to changes 

in the external environment and seize new opportunities (Teece et al., 1997). The Dynamic 

Capability theoretical mode is employed in various types of research undertaken around the 

world. To put this idea into context, it might help SMEs boost their export intensity in the 

following ways. SME exporters must be able to assess and identify potential international 

markets that present prospects for expansion and complement their core skills. Dynamic 

capabilities support this process by enhancing strategic flexibility. SMEs can swiftly find and 

evaluate market potential thanks to dynamic capabilities, which enables them to select markets 

with knowledge by using Resource Reallocation, Speed of Market Entry, Learning and 

Adaptation and Network Development. Dynamic capabilities enable SMEs to make fast, 

informed, and flexible decisions through these systems, which ultimately increases their export 

intensity and global competitiveness 

2.5.5 Born Global Model 

Companies classified as “Born Global” quickly internationalised shortly after being 

established. Coviello & Munro (1992) stated that Born Globals arise from the combination of 

management's global knowledge and their capacity to fulfil international market requirements. 

Several variables that facilitate internationalisation include globalised marketplaces, technical 

advancements, the entrepreneurial skills of management, and international network connections 

(Paul, 2020). Born Globals are usually tiny companies that aim to achieve technology-driven 

competitive advantages in various international markets from the very beginning. Nevertheless, 

McDougall & Oviatt discovered that Born Globals are not limited to specific industries and 

frequently provide inventive products and/or services, so giving them a competitive edge in 



25 

foreign markets that require their offers. According to Knight et al. (2004), a company can be 

considered a born global firm if it expands internationally and generates a minimum of 25% of 

its income from foreign markets within the first three years of its establishment.  

2.6 Stakeholders in trade facilitation for SMEs 

In this section, the researcher aims to answer the research questions regarding the key 

stakeholders in facilitating internationalisation of SMEs. Identifying key stakeholders is 

imperative, as the implementation of the SA international trade policy involves various 

stakeholders, including the public and the private sectors, at various levels of engagement, to 

ensure that regional trade support is accessible to every SME in South Africa. Therefore, it is 

vital that stakeholders in Department of Trade, Industry and Competition and SMEs ensure 

adequate support instruments, where the needs of the SMEs are considered. 

2.6.1 Department of Trade Industry and Competition 

The Department of Trade, Industry and Competition (dtic) was established after the merger of 

the Department of Trade and Industry and the Economic Development Department. The dtic is 

tasked with the mandate of promoting South Africa’s economic growth and development. It 

operates regional offices around the world, providing market intelligence and identifying 

opportunities for South African companies. Sector specialists also offer advice on export 

processes and procedures (OECD, 2009). As part of its mandate, the dtic created the Export 

Marketing and Investment Assistance (EMIA) scheme. The incentive scheme offers exporters 

financial assistance for costs involved in developing export markets, including market research, 

trade missions, and international exhibitions. This aligns with the overall mandate of the 

department to support the country's international trade policy. 

South Africa subscribes to the developmental integration approach as elaborated in the AU 

“Agenda 2063: The Africa We Want.” In this conception, free trade agreements in Africa are 

part of wider efforts to promote cross-border infrastructure development and industrial 

development cooperation. Indeed, constraints to intra-African trade are in many cases narrow 

productive capacity and inadequate infrastructure, not tariffs per se (dtic, 2021). 

2.6.2 Export Credit Insurance Corporation of South Africa  

The Export Credit Insurance Corporation (ECIC) was established in 2001 under the Export 

Credit and Foreign Investments Insurance Act, 1957 (as amended), to provide political and 

commercial risk insurance to South African exporters of goods and related services. ECIC is a 
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self-sustained, state-owned national export credit agency. The Export Credit Finance Guarantee 

Scheme provides substantial export credit insurance to SMEs. Credit financing for exporters of 

capital goods is also available through the Industrial Development Corporation or private-sector 

merchant banks at reduced rates (OECD, 2009). 

2.6.3 Small Enterprise Finance Agency 

The Small Enterprise Finance Agency (SOC) Limited (sefa) provides financial products and 

services to qualifying SMMEs and cooperatives, as defined in the National Small Business Act 

of 1996 and amended in 2004, through a hybrid of wholesale and direct lending channels within 

the following sectors: 

 Services (including retail and wholesale trades and tourism);  

 Manufacturing (including agro-processing); 

 Agriculture (specifically land reform beneficiaries and contract-farming activities); 

 Construction (small construction contractors); 

 Mining (specifically small-scale miners); and  

 Green industries (renewable energy, waste and recycling management). 

The sefa is an implementing agency of the Department of Small Business Development. The 

agency is a wholly-owned subsidiary of the Industrial Development Corporation Limited (IDC) 

and was founded on 1 April 2012 – in terms of Section 3 (d) of the Industrial Development 

Corporation Act, No. 22 of 1940 (IDC Act). Following a Cabinet decision and the 2011 State 

of the Nation Address to merge three agencies (Khula, the South African Micro-Finance Apex 

Fund and the IDC’s small business funding unit) into a single entity. sefa has a national 

presence, with its head office in Centurion, Gauteng. It operates as a development finance 

institution (DFI) to foster the establishment, development and growth of SMMEs and 

cooperatives as well as to contribute to poverty alleviation, job creation and economic growth. 

2.6.4 International Trade Administration Commission of South Africa 

The International Trade Administration Commission of South Africa (ITAC) is a Schedule 3A 

Public Entity established by the International Trade Administration Act, No. 71 of 2002, which 

came into effect on June 1, 2003. ITAC superseded its predecessor, the Board of Tariffs and 

Trade (BTT) created in 1986. The BTT succeeded the Board on Trade and Industries (BTI) 

established in 1924. According to the Act, the goal of ITAC is to promote economic growth 

and development in South Africa and the Common Customs Union Area by establishing an 
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efficient and effective system for the administration of international trade subject to this Act 

and the Southern African Customs Union (SACU) Agreement. The primary functions are 

customs tariff investigations, trade remedies, and import/export control. 

2.7 Funding for SMEs 

Many organisations in South Africa offer financial assistance to SMEs. Financial institutions 

such as commercial banks, microfinance institutions, development finance institutions, mutual 

banks, mobile money institutions, and other lenders commonly offer financing to SMEs. SMEs 

continue to be a crucial concern, as these businesses play a fundamental role in the economic 

development and employment generation in South Africa. Notwithstanding their significance, 

SMEs frequently have substantial obstacles in obtaining sufficient financing, mainly because 

financial institutions consider them to be high-risk. Insufficient financial resources pose a 

significant obstacle for SMEs to achieve internationalisation (Westhead et al., 2001). Fatoki & 

Asah (2011) argue that the tendency of traditional financiers to withhold credit from SMEs is 

influenced by their high failure rate. This is because these enterprises often lack the necessary 

collateral, credit history, and financial documents that are prerequisites for conventional loans. 

The majority of African small and medium-sized enterprises lack the requisite collateral to 

obtain loans from banks and other financial institutions (Afreximbank, 2024). Insufficient 

access to necessary funding is a significant obstacle facing SMEs throughout the continent. The 

limited availability of financial resources impedes the capacity of small enterprises to develop 

and broaden their operations, thereby limiting their ability to identify and take advantage of 

internationalisation prospects (Shree & Urban, 2012). According to OECD (2009), this problem 

is not exclusive to African SMEs but is also widespread in industrialised nations, including 

China, Finland, India, Indonesia, Ireland, Russia, South Africa, Spain, Sweden, and Turkey.  

2.8 Development Finance Institutions 

A Development Financial Institution (DFI) is established to promote economic progress, 

whereas commercial banks are formed for business purposes. As a result, DFIs provide 

financial support for infrastructure projects, whether in the private or governmental sector. 

Commercial banks, on the other hand, are still hesitant to lend to high-risk projects because 

their major concern is transaction feasibility (OECD, 2017). The majority of DFIs are state-

owned, with a few operating under both private and public ownership (Kingombe et al., 2011). 

For example, in South Africa, there is IDC, sefa, Landbank of South Africa, Development Bank 

of Southern Africa (DBSA), and the National Empowerment Fund (NEF). All of these DFIs 
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have various mandates set by the state. All DFIs share a common mission: to promote economic 

growth and sustainable development. There are four types of DFIs: bilateral, multilateral, 

national, and regional. Bilateral DFIs prefer smaller enterprises, whereas multilateral DFIs have 

more funding ability and hence fund larger projects. National DFIs operate within the borders 

of their respective countries, whereas regional DFIs service the entire continent or region 

(OECD, 2017). 

2.9 South African government support  

South Africa governments have undertaken initiatives to promote the growth of SMEs (Abor, 

2004). African governments need to provide an environment for SMEs to thrive, including 

investing in infrastructure, facilitating access to financing, fostering a positive business climate, 

and funding training initiatives (Afreximbank, 2024). Support is available through government 

schemes, which offer incentives to internationalise (Pyringer & Tettey, 2015). For instance, 

South African government has implemented various interventions aimed at supporting the 

internationalisation of SMEs such as: 

 The Export Credit Finance Guarantee Scheme provides substantial export credit 

insurance to SMEs,  

 The Export Marketing and Investment Assistance (EMIA) scheme offers exporters 

financial assistance for costs involved in developing export markets, including market 

research, trade missions, and international exhibitions.  

 Credit financing for exporters of capital goods is also available through the Industrial 

Development Corporation or private sector merchant banks at reduced rates (OECD, 

2009). 

 Furthermore, the dtic focuses on promoting sectors with significant growth potential, 

such as agro-processing, chemicals, and information technology, recognising the 

importance of sectoral support in overcoming industry-specific internationalisation 

barriers. It also promotes the formation of sector-specific export councils to assist SMEs 

in accessing necessary resources and networks, which are crucial for successful 

internationalisation efforts (OECD, 2009). 

In summary, while SMEs in South Africa face considerable barriers to internationalisation, the 

government's targeted interventions are designed to address these challenges by improving 

access to finance, information, and managerial expertise, particularly in high-potential sectors. 

These efforts are crucial for enhancing the global competitiveness of South African SMEs. 
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However, support is available through government schemes, which offer incentives to 

internationalise (Bowen, 2019). 

2.10 AfCFTA role in access to African regional markets (intra-Africa trade) for South 

African SMEs 

High trade barriers make it difficult for SMEs to participate meaningfully in the export market.  

The lack of SME involvement in the export market is usually attributed to high tariff costs, 

infrastructure deficiency, political conflict and border regulations, which increase the cost of 

cross-border trade (Costantinos, 2023; Thusi et al., 2022). Axel (2021) mentioned, multiple 

trade treaties have been signed between African countries, resulting in every African country 

being a part of at least one regional economic pact, and several countries being a part of five or 

more. However, a substantial share of the agreement has not been able to deliver the intended 

goal since intra-African trade, which is to promote African countries to trade with each other. 

The internationalisation of South African SMEs will enable them to benefit from the AfCFTA, 

a free trade agreement that brings deep and unprecedented commercial and regulatory 

agreements between African countries (Fafunwa et al., 2022). Safari et al. (2020) support the 

assertion that market and trade liberalisation initiatives, among other changes to the global 

economy, can assist SMEs in becoming more globally competitive by expanding the export of 

their goods and services. AfCFTA can increase the significance of local industries in countries 

‘supply chain networks through intra-firm trade (AU, 2024). In most African economies, SMEs 

make up about 90% of all businesses (Mugano, 2023). About 80% of jobs in Africa are provided 

by these SMEs (Mugano, 2023). This rationalises why SMEs should be frontliners to capitalise 

on AfCFTA's provisions (Mugano 2023; PACCI, 2022). SMEs, including construction SMEs, 

could benefit from the provisions of AfCFTA's to expand to new regional and international 

markets, establish partnerships with international firms, access funding opportunities, and 

engage in technology transfer and knowledge-sharing (AU, 2022). Non-tariff barriers (NTBs) 

are impediments to intra-African trade whether physical, like technical, poor infrastructure, 

administrative, and others (Hailu, 2024). 

2.11 Conclusion 

From the reviewed literature in this chapter, it has been established that greater effort is still 

required to overcome the challenges confronting SMEs when embarking on the of 

internationalisation particularly on intra-regional trade. Several challenges have been identified 

that cause SMEs to struggle with the internationalisation of their business. Since the research 
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is focusing developing a framework to internationalise South African SMEs through the 

AfCFTA, it has become clear that a need exists for a development of framework to assist SMEs. 

The also literature reveals that despite their importance, SMEs in South Africa encounter 

persistent barriers that hinder their ability to secure the necessary funding for growth and 

sustainability. Government interventions have also played a significant role in attempting to 

close the funding gap for SMEs. Such an approach would not only enhance access to finance 

for SMEs but also contribute to a more inclusive and resilient economic environment in South 

Africa. While these programs have had some success, the literature suggests that their impact 

is often limited by bureaucratic inefficiencies, lack of coordination among agencies, and the 

challenges SMEs face in navigating complex application processes. It is evident that while 

various financing options exist, their effectiveness is often constrained by structural barriers 

and market inefficiencies. The findings underscore the need for a more integrated approach that 

combines traditional and alternative financing mechanisms with supportive government 

policies and capacity-building initiatives.  
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CHAPTER 3: METHODOLOGY 

3.1 Introduction 

This section highlights the research methodology utilised to carry out this research study. The 

researcher's objective was to identify and address the significant barriers that impede the 

Internationalisation of South African SMEs and at the same time develop a framework to assist 

South African SMEs internationalise through AfCFTA. In this chapter, the researcher describes 

the research methodology and design utilised to investigate the research questions for this study. 

The study is structured as follows: the research methodology, followed by the research 

approach then philosophy, design, research strategy, population, and sampling. The subsequent 

sections of this study discuss the procedures of data collecting and data analysis, followed by 

an examination of the reliability and validity of the research, ethical considerations, and 

ultimately, the scope and justification of the research. 

3.2 Research approach  

This study uses a qualitative research approach, deemed suitable for scrutinising the 

internationalisation of South African SMEs via the AfCFTA. A qualitative design approach is 

deemed appropriate for this study for several reasons. Firstly, the AfCFTA is a relatively new 

agreement, with little research conducted on how South African SMEs interact with it. A 

qualitative approach allows for an exploratory examination into an understudied subject, 

capturing the diverse and changing perspectives of SMEs. Secondly, qualitative research is 

particularly adapted to studying the contextual elements that drive internationalisation 

(Saunders et al., 2019). These aspects include regulatory settings, cultural dynamics, and 

market conditions. Thirdly, qualitative approaches, such as interviews and case studies, allow 

SME owners and managers to contribute their personal ideas and tactics, providing practical 

and in-depth viewpoints that a quantitative survey may not yield (Bryman, 2016). Qualitative 

research examines subjective and context-specific business decisions, unlike quantitative 

methods. It also examines complex phenomena from participants' perspectives, providing a 

comprehensive, thorough look at SMEs' decision-making and experiences in new African 

markets (Creswell & Poth, 2018). This makes it an appropriate approach to how SMEs view 

the AfCFTA, their market entry strategies, and their challenges. 
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3.3 Research philosophy 

This research is based on an interpretivist philosophy that emphasises the importance of 

understanding the subjective meanings that individuals attribute to their experiences. 

Interpretive approaches utilise questioning and observation to reveal comprehensive insights 

into the phenomenon being studied, rendering them especially appropriate for this research, 

which examines the internationalisation of South African SMEs within the context of the 

AfCFTA. The interpretivist approach is consistent with qualitative research methods that 

emphasise the importance of grasping the complicated experiences provided by respondents to 

achieve a deep comprehension of complex, context-specific issues (Arnett, 2007). 

Interpretivist research fundamentally relies on inductive reasoning, allowing patterns and 

themes to emerge naturally from the data instead of being influenced by predetermined 

hypotheses. This approach differs from positivist methods prevalent in 20th-century social 

research, which aimed for objective, generalisable findings but frequently overlooked the 

complexity and diversity of human experiences (Lindlof & Taylor, 2011). This study employs 

interpretivism to facilitate a flexible examination of South African SMEs' perceptions and 

responses to the opportunities and challenges presented by the AfCFTA. 

The research philosophy is fluid, indicating that data collection and analysis processes develop 

over the course of the study, influenced by continuous insights and interactions with 

participants. This philosophy approach is crucial in fieldwork situations, where researchers 

interact with individuals in the real world to obtain authentic experiences. This study adopts an 

interpretivist philosophy to generate findings that accurately represent the complexities of 

SMEs' internationalisation efforts (Deetz, 1982). 

3.4 Research design 

This study is an exploratory descriptive one because it seeks to investigate an area with limited 

prior research and aims to generate new insights into the internationalisation of South African 

SMEs through the AfCFTA. Exploratory research is appropriate when the objective is to gain 

a deeper understanding of a complex or relatively under-explored phenomenon (Saunders et 

al., 2019). Although considerable research exists on SME internationalisation, the particular 

context of African regional integration within the AfCFTA is still developing, with less 

empirical information about the engagement of South African SMEs from this agreement. 

Exploratory research usually involves small sample research based on “experience surveys” for 
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instance in-depth interviews with experts, focus group interviews, case study analysis or other 

qualitative data collection techniques (Alhassan, 2023).  

The study used a qualitative descriptive research design, with data collected from participants 

using interviews and questionnaires. In the exploratory phase, the research was guided by an 

ontological paradigm, with an emphasis on the nature of reality as perceived by participants, 

who in this case were members of the public sector, notably the dtic. In-depth interviews were 

conducted to gain a full understanding of the participants' experiences and viewpoints on 

international market selection (IMS) processes. This qualitative technique is ideal for acquiring 

a thorough knowledge of the real-world experiences of persons participating in the AfCFTA 

implementation. Qualitative descriptive research design offers a comprehensive and direct 

account of an experience or event (Vögel et al., 2022). Sandelowski (2000) asserts that 

qualitative descriptive research offers direct and unequivocal responses to questions of 

particular importance for practitioners and policymakers. A qualitative descriptive design was 

deemed the most suitable research methodology for determining the IMS procedures used by 

South African business enterprises (Vögel et al., 2022). 

3.5 Research strategy 

The researcher utilised interviews which align with the interpretative methodology. Qualitative 

interpretative research requires thinking beyond qualitative content analysis throughout 

numerous levels (Wiesner, 2022). This is usually analysed first. It involves analysing the 

utterances, arguments, and concepts in a text, field, or image. Further analysis should focus on 

the ‘how’ and ‘why’ of creating meanings, narratives, arguments, topoi, or (mental) images 

(Wiesner, 2022). These are typically hidden. Thus, answering the ‘how’ and ‘why’ questions 

needs analytical and interpretative procedures that are rarely explored in techniques literature. 

Hence, this study adopts an interpretivist research strategy to explore the internationalisation of 

South African SMEs within the framework of the AfCFTA.  

The interpretivist paradigm is appropriate for this study since it aims to grasp the social and 

contextual elements influencing SMEs' decisions in the convoluted and changing terrain of 

African continental trade (Saunders et al., 2019). Interpretivism is more focused on 

comprehending the subjective experiences, perceptions, and meanings that people attach to 

their actions and choices than positivist methods, which concentrate on measurable evidence 

and generalisation. The aim of this study is to obtain thorough understanding of how South 

African SMEs deal with the possibilities and obstacles posed by the AfCFTA. 
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To achieve the objectives of this study, the research relied on qualitative data collected through 

semi-structured interviews with key informants, such as SME owners, managers, and trade 

experts. This approach aligns with allowing participants to share their experiences, 

perspectives, and strategies in their own words, providing rich, detailed data (Bryman, 2016). 

Semi-structured interviews provide versatility, allowing the researcher to explore in-depth 

subjects of interest, including SMEs' perceptions of the AfCFTA benefits, their difficulties in 

accessing African markets, and the influence of local and regional networks on their 

internationalisation strategies. Additionally, the research of policy documents, trade 

agreements, and pertinent industry reports will enhance the interviews, providing context for 

the findings within the wider trade landscape (Creswell & Poth, 2018). 

The study utilised an interpretivist research technique to develop a nuanced comprehension of 

the internationalisation process for South African SMEs inside the AfCFTA framework. This 

methodology acknowledges that internationalisation is not a uniform occurrence but a socially 

constructed process influenced by personal experiences and external elements such as market 

dynamics, regulatory structures, and the political economy (Guba & Lincoln, 1994). The 

knowledge obtained from this approach will be useful for policymakers looking to increase the 

involvement of SMEs in intra-African commerce as well as for the scholarly literature on SME 

internationalisation.  

3.6 Population and sampling  

The target population of this study comprised SMEs that have benefited from the dtic's EMIA 

incentive scheme, as well as the dtic personnel responsible for export development and 

international trade. A population is the entire collection of units under analysis from which a 

sample is drawn (Kumar, 2011). It is also defined as a component from which we want to draw 

conclusions, such as individuals, events, and records, or objects that contain information 

relevant to the study and can answer the research question while also establishing if a sample 

is representative (Babbie, 2016). The researcher conducted interviews with eight SMEs as well 

as two officials from the dtic’s Export Development and International Trade business divisions. 

The sampling frame was based on South African SMEs that had or planned to export or 

establish business entities in international markets (Shree & Urban, 2012). The sampling 

parameters comprised SMEs with an established international presence in any form of 

international mode. The selection criteria encompassed SMEs that started operations in South 

Africa but were planning or had a global presence through exports, the establishment of 
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subsidiaries abroad, or global expansions. All targeted companies were established enterprises 

and had been in existence for more than three months in South Africa. 

The sampling technique utilised is purposeful, non-probability sampling because the researcher 

did not intend to recruit a sample of research participants randomly; hence, the population is 

not generalised. Purposive sampling broadens the breadth of the specific information gathered 

because participants are selected based on specified qualities (Babbie, 2016). Unlike the 

purposive sample methods employed in this study, probability sampling entails selecting 

participants such that each individual in the population possesses a known, non-zero likelihood 

of inclusion. Common probability sampling methods encompass simple random sampling, 

stratified sampling, and cluster sampling, which seek to mitigate selection bias and facilitate 

the generalisation of results to a wider population (Taherdoost, 2016). In the context of this 

study, which aimed to gather in-depth perspectives from a particular group of both companies 

and people with distinct expertise in international expansion, probability sampling was 

unsuitable.  

The researcher used two levels of sampling were used in this study. First, the unit of analysis -

South African companies that are planning or have gone global, was sampled using maximum 

variation sampling, a type of purposive sampling. The secondary sampling level concentrated 

on the unit of investigation, employing purposive sampling, specifically key informant 

sampling (Vögel et al., 2022). The study necessitated individuals possessing particular expertise 

or specialised knowledge (Flachs, 2018; Marshall, 1996), specifically senior managers who 

have participated in or are currently engaged in the International Market Selection (IMS) 

process of South African companies. The researcher is an official of the dtic and a current 

bursary holder of the Department. A formal request letter to conduct research at the dtic and 

interview SMEs benefiting from the EMIA, as well as department officials, was accepted. 

3.7 Data collection 

Semi-structured interviews were considered suitable for data collection in this study because of 

their adaptability and capacity to facilitate a more thorough investigation of participants' 

experiences. As noted by Jackson et al. (2007), this approach enables interviewers to address 

developing themes, therefore promoting a more dynamic and engaged conversation. To 

guarantee a structured yet adaptable approach, open-ended questions were meticulously 

formulated in advance to direct the online interviews. This approach allowed the collection of 

detailed qualitative data while also allowing participants to express themselves more fully. 
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Potential interview participants were identified and they included eight (8) recipients of the dtic 

EMIA incentive program and two (2) dtic officials. Email correspondence was sent to each 

participant, requesting their participation, outlining the purpose of the research and providing 

an abstract to ensure a clear understanding of the study's objectives. Each participant was 

notified that their involvement was optional and their data would be kept anonymous. 

Additionally, the participants were explicitly notified that the study was solely carried out for 

academic purposes. Upon the respondents' confirmation of their consent to participate in the 

research study, they were issued an email invitation including suggested dates and times. 

The interviews are scheduled to be no less than 25 minutes and no more than 45 minutes but an 

average of 35 minutes. At the beginning of each interview, the participant was asked for 

permission to record the interview using Otter.ai, a recording application, and a transcribing 

tool. An introduction was done at the beginning of the interview, with each participant asked 

to share background around his or her role, his or her company, and the industry in which they 

currently operate. 

3.8 Data analysis 

The data collected was qualitative, therefore, the researcher utilised thematic analysis, a method 

that specifically aims to identify, structure, and analyse themes within textual material (King & 

Brooks, 2018). Data analysis in this research study involved transcribing the recorded 

interviews. The data analysis technique used in this research study was transcribing the 

collected interviews. No external transcriber was used; instead, the researcher transcribed the 

interviews using the Otter.ai app. The transcription records were created by the app and the 

researcher's annotations during the interviews to verify the accurate capture of terminology. 

This process also involved replaying the recorded interviews to verify that the transcriptions 

accurately reflected the information obtained from the interviews. 

The researcher utilised ATLAS.ti, an appropriate software, to do the audio analysis of the 

interviews (Reynolds et al., 2011). The identified themes were represented by codes and 

subsequently applied to raw data as summary indicators during the process of data analysis 

(Guest et al., 2014; Palakshappa & Gordon, 2006). The themes that were identified played an 

essential part in extracting vital insights for this research study. Thematic analysis is a method 

used to explore and identify both implicit and explicit themes in interview data to address the 

research objectives stated earlier in the study (Guest et al., 2014). 
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The researcher employed the six-step guide for thematic analysis as outlined by Braun and 

Clarke (2006), which is detailed in the subsequent section. 

Step 1: The first stage involved the researcher becoming familiar with the data that was 

collected.  

Step 2: In the second stage, the researcher used the acquired data to generate initial codes. 

Step 3: Stage three involved searching for themes.  

Step 4: Stage four was around formulating a set of themes which involved reviewing the 

themes.  

Step 5: This stage involved defining and naming the themes.  

Step 6: The final stage included producing the actual report. 

3.9 Reliability and validity of the research 

This research study is reliable, credible and valid because it relies on individuals that are 

struggling with the framework to internationalise SMEs. The concept of reliability pertains to 

the degree of consistency and stability exhibited by the research process, namely in terms of 

the replicability of the findings when identical methodologies are employed by various 

researchers or in diverse contexts. In this study, the reliability of the data was enhanced by 

involving participants who are knowledgeable in international trade, exports, and the AfCFTA. 

These professionals not only know the complications that SMEs encounter in expanding 

internationally but also have considerable practical knowledge in successfully navigating the 

complexities of international markets. By choosing participants who are well-informed, the 

study reduces response variability, enhancing the overall reliability of the findings. 

In addition, to further enhance reliability, additional interviews were carried out. This 

preliminary stage was essential in validating the precision of the original data gathered and 

guaranteeing that any discrepancies or possible misinterpretations were resolved. Regular and 

systematic follow-up contacts with participants contribute to the reduction of errors, thereby 

improving the reliability of the study process. As Winter (2000) notes, reliability ensures the 

consistency of research methods across multiple projects and researchers, forming a key part 

of a positivist approach. 
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Validity, as defined by Joppe (2000), is a crucial factor in evaluating the precision and validity 

of study findings. Validity, conversely, pertains to the extent to which the research accurately 

assesses the desired concept. The validity of this study is guaranteed by aligning the data 

collection procedures with the research objectives. The collected data accurately represents the 

real-life experiences of the participants, offering a genuine description of their challenges and 

approaches concerning the SMEs. Additionally, Barnham (2015) highlights that validity 

involves accurately capturing the realities experienced by participants, which was achieved in 

this study through detailed interviews and comprehensive data analysis. 

The use of accurate data collection methods and valid measures assures that policymakers and 

other departments may use the framework produced by this study. This methodology, based on 

real-world experiences and reliable data, is a powerful tool for guiding SMEs through the 

problems of internationalisation. By adopting strict reliability and validity standards, this study 

offers a more precise knowledge of the factors that influence SMEs' internationalisation, 

particularly in the context of the AfCFTA. The research approach, which is based on positivist 

epistemology, ensures that the findings are reliable and beneficial in developing future trade 

and business policies. The researcher in a qualitative study aims to give readers trust in the 

findings. Credibility and objectivity boost qualitative study trustworthiness (Connelly, 2016). 

Qualitative study credibility is assessed using four criteria. This study uses credibility, 

transferability, dependability, and confirmability. 

3.9.1 Credibility 

Credibility questions the congruence of the findings with reality. Each participant was asked 

permission to audio record the virtual interviews. The researcher established credibility by 

audio recording the interviews and availing them, by email, for the participants to review and 

verify. Credibility was further established through peer reviews by ensuring that the sources of 

the audio recordings provided, were reliable. 

3.9.2 Transferability 

Transferability is the extent to which study results can be applied to other contexts or settings 

with similar concepts. Stahl and King (2020) say this depends on a researcher's 

contextualisation of the topic.  
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3.9.3 Dependability 

To account for variations in the data and findings over time, the researcher meticulously 

documented all study activities, procedures, data collection, and analysis in the correct order as 

they were carried out. The researcher has electronically recorded the audit trail and secured it 

with a password. 

3.9.4 Confirmability 

The study will undergo evaluation by the research supervisor and external examiners to verify 

the consistency of the study findings with those of other reputable writers. According to Stahl 

and King (2020), confirmability is predicated on the notion that it enables the researcher to 

obtain a precise and unbiased representation of reality, prior to subjecting the research to formal 

scrutiny or evaluation. 

3.10 Ethical considerations 

When conducting this research, ethical considerations were prioritised to guarantee the dignity 

of all participants. The Deputy Director General of the Exports Branch was among the senior 

officials from the dtic who participated in this research. The researcher verbally explained the 

study's nature to prospective participants and permitted them to decide whether or not to 

participate. Participants were told the study would help build strategy and guide policy 

decisions. The researcher stressed the need to keep responses, opinions, and ideas confidential 

and participant names anonymous. All participants gave informed consent, understanding the 

study's goal, procedures, and opportunity to withdraw without penalty (Creswell & Poth, 2018). 

During the research, ethical issues were critical to ensuring the participants' dignity. Due to the 

high ethical considerations, the Deputy Director General of the Export Branch was one of the 

senior officials from the dtic who engaged in this research. The researcher pointed out the main 

objective of the research to possible participants, as well as the fact that they might choose not 

to participate if they so desired. All participants were informed that the research study will help 

establish a framework for internationalising SMEs through the AfCFTA, as well as policy 

development. The researcher also assured participants that their responses, thoughts, and ideas 

were secret, as well as that their names would be kept anonymous. As a result, all participants 

agreed to participate and provided full consent, knowing exactly what the goal of the study was, 

the method to be followed, and the option to withdraw without penalty (Creswell & Poth, 2018). 
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CHAPTER 4: FINDINGS AND DISCUSSION 

4.1 Introduction  

This section of the research study includes the findings from the semi-structured interviews 

conducted digitally. The findings are based on the research questions developed from the 

objectives in Chapter 2 and the data collection procedure presented in Chapter 3. The interviews 

employed a consistency matrix to verify consistency between the research question, the 

literature review, and the data collection, as outlined in Chapter 3. 

To obtain research data, one-on-one interviews were held virtually with SMEs, government 

officials, and the export council on various dates and times (see Table 1). Eight (8) interviews 

were performed with SMEs from diverse sectors, the Cosmetics Export Council of South Africa 

(CECOSA) and the Chief Director of Export Development, to present a variety of perspectives 

on the research topic. The confidentiality of the interviews was discussed with all participants 

and no names were mentioned to maintain anonymity of the participants. All participants were 

designated titles, for example Participant 1 as dtic and Participant 2 as CECOSA. The 

participants were recipients of the dtic EMIA program and the government official in charge of 

export development from the dtic. A snowball sampling method was also used, in which 

participants were requested to suggest their colleagues who were not beneficiaries of the EMIA 

but are actively pursuing international trade, notably on the African continent.  

Table 1: List of interview participants for the research study  

Participants Institution Designation 

Participant 1 RS Africa Diving Business owner  

Participant 2 Export Council of South Africa  Executive manager 

Participant 3 Cabotage SA  Business owner  

Participant 4 VivaSol Africa Business owner  

Participant 5 the dtic  Chief Director: Export development  

Participant 6 Freshmark Systems  Business owner  

Participant 7 Viscol Eco Solutions Business owner  

Participant 8 Philasande Solution Business owner  
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4.2 Data analysis  

In this chapter, the data collected in Chapter 3 is presented and analysed. The interviews were 

conducted with the selected interviewees, as identified in the previous chapter, to solicit 

information that answers the research questions. The research findings are structured as 

follows:  

a) Barriers to market entry and intra-Africa trade; 

b) Financial constraints and support mechanisms for SMEs; 

c) AfCFTA as an enabler for market expansion; 

d) Building collaborative networks for export growth; 

e) Enhancing institutional support for SME export readiness; 

f) Adaptation to local market conditions; and 

g) Market information and trade data access. 

The selected interviewees comprised SME owners as well as senior managers from the public 

and private sectors who were instrumental in sharing their insights and experiences on the 

challenges facing South African SMEs in internationalising their businesses and how they can 

be addressed using the AfCFTA as an instrument to do that. The interviews highlighted other 

challenges, besides the lack of funding, such as infrastructure, corruption, lack of collaborations 

and partnerships between the local and regional SMEs, fragmented regulation, and limited 

market knowledge. The aforementioned obstacles prevent the AfCFTA from achieving the 

Sustainable Development Goals (SDGs) of “zero hunger, good health and well-being, 

economic growth, and the Promotion and Partnerships for Goals” as illustrated in Figure 3 

below.  

 

Figure 3: United Nations SDG goals 
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The detailed research findings follow. 

4.2.1 Barriers to market entry and intra-Africa trade 

According to the findings of this study, South African SMEs miss out on intra-Africa trade 

opportunities due to various impediments such as fragmented regulations, logistical challenges, 

and operational inefficiencies. Regulatory compliance is a major issue because all African 

countries have distinct, standards, permits, and certifications which must be adhered to by 

SMEs. The result is that SMEs are required to incur a complex layer of additional cost of doing 

business coupled with time to comply which is a barrier to seamless trade. Many participants 

expressed the desire for harmonisation of standards, to align with the goals of the AfCFTA, 

which is to enhance cross-border trade. Participant two emphasised the frustration with 

regulatory diversity:  

“Every single country that you want to export to has different requirements. We 

need one uniform standard per sector for the African continent.”  

This sentiment reflects many people’s views that market fragmentation in standards adds cost 

in terms of ease of doing business in cross borders trade.  

4.2.1.1 Logistics and infrastructure issues 

In addition to regulatory complexity, logistics and infrastructural constraints pose major 

hurdles, particularly in countries with weak transportation networks and inconsistent logistics 

support. Participants cited inadequate transport infrastructure, particularly at border crossings, 

as a barrier that raises prices and slows trade. Corruption and border delays exacerbate these 

issues. These findings are consistent with literature that points to high trade barriers and poor 

infrastructure as significant constraints on SME internationalisation in Africa (Costantinos, 

2023; Thusi et al., 2022).  These challenges exacerbate the cost and complexity of cross-border 

trade, which ultimately discourages many South African SMEs from exploring regional 

markets (Bowen, 2019). SMEs face regular delays and, in some cases, bribery requests to speed 

up the customs process. For instance, participant three remarked: 

“Cross-border management challenges, bribery at the border post, for example in 

Zimbabwe.”  
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This shows that such challenges delay the cross-country movement of goods and services and 

also increase the costs of trading across borders. Such multiplicity of regulatory, logistical, and 

operational impediments underscore the necessity for a unified AfCFTA regulatory 

environment which aims to reduce trade frictions. The Eurozone's harmonisation of trade 

regulations has streamlined cross-border trade, allowing companies to expand geographically 

with reduced administrative constraints. Implementing this strategy within AfCFTA could 

enhance the cost-effectiveness and global competitiveness of African trade (European Central 

Bank, 2019). 

4.2.2 Financial constraints and support mechanisms for SMEs 

The SMEs highlighted financial constraints as a huge barrier and they struggle with access to 

trade finance. Most of the SMEs are faced with the challenge of accessing trade finance through 

commercial banks and Development Finance Institutions (DFIs). However, participants 

indicated that in comparison with DFIs, commercial banks can offer more accessible financial 

options, although these come at higher interest rates and strict conditions, which hardly suit 

SMEs. This observation aligns with (Fatoki & Asah, 2011), who argue that SMEs’ lack of 

collateral and credit histories severely limits their ability to secure funding. The DFIs by virtue 

of being state owned and their mandate which is developmental are supposed are support and 

develop SMEs but are said to be hard to penetrate. Participant three stated: 

 “Getting access to finance from a commercial bank is much easier than DFIs, even 

though it should actually be the other way around.”  

Large-scale Government financial support programs for investment in land, buildings, plant 

and equipment are geared more towards big corporations that are perceived to be more secure. 

SMEs also see a high failure rate because insufficient time is dedicated to the due diligence test 

for SME business models. Basic business case quality gates would support the improvement of 

SME failure rates.   

The majority of the SMEs struggle with access to trade finance, finding it challenging to secure 

funding from commercial banks and DFIs. Participants reported that while commercial banks 

offer more accessible finance options than DFIs, this accessibility comes with high interest rates 

and stringent requirements that are often unsuitable for SMEs. DFIs, which are mandated to 

support development-focused enterprises, were described as difficult to access for smaller 

businesses. Participant seven expressed this frustration: 
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“Getting access to finance from a commercial bank is much easier than DFIs, even 

though it should actually be the other way around.” 

 This illustrates the disparity between policy objectives and implementation, suggesting that 

DFIs may assume a more proactive role in facilitating SME internationalisation.  

Another important financial constraint is the cost associated with the registration of a product 

and compliance to protocols and or regulations. Participants emphasised that certification and 

compliance testing can be very expensive for SMEs trying to penetrate into different markets. 

These upfront costs are frequently prohibitively expensive for many smaller enterprises. The 

study further revealed that there is limited government funding tailored to SMEs as compared 

to large corporate entities which signals a gap in current financial assistance programs. 

4.2.3 AfCFTA as an enabler for market expansion 

Despite the fact that SMEs continue to experience considerable challenges in terms of 

internationalisation, AfCFTA holds the potential to be a market expansion enabler for intra-

Africa trade. There are many challenges to overcome, but there is potential and space for the 

expansion of SMEs with the aid of AfCFTA. Respondents felt that AfCFTA could unify the 

rules governing trade across the continent and thus lower the barriers as well as the requirements 

for compliance and allow many SMEs to access many markets without being faced by a horde 

of compliant regulations. Speaking about the correlation with the EU single market, participant 

five remarked: 

“If we can surmount that and establish a unified standard akin to Europe’s for the 

continent, we will be able.”  

Such a level of harmonisation can lower the costs of trading and also promote the 

internationalisation of South African SMEs in the entire African continent as per the target of 

AfCFTA of promoting intra-trade among Africans. This aligns to Hollington (2021) and 

Langton (2023), who argue that the AfCFTA can significantly enhance SME participation by 

providing access to a unified continental market and improving intra-African trade conditions. 

Given the relevance of AfCFTA in reducing the barriers to accessing the market, SMEs would 

not incur additional costs related to entry and regulatory compliance, thus making markets in 

Africa accessible, and indeed, intra-African trade more attractive. This is particularly important 

for SMEs who would otherwise be unable to penetrate the markets because of the intricate entry 

consents requirements that characterise the multiple countries. Another theme that picks up is 
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the volumes of trade between Africa covering intra-African trade with most participants 

asserting that with AfCFTA Africa as a single market, SMEs would be able to service wider 

markets, shift from narrow to broad-based exports and improve brand image on the continent. 

AfCFTA increased market access is also congruent with the objectives of SMEs. By 

simplifying regulations in their countries, AfCFTA may reduce the cost of operating in new 

markets and facilitate African trade for small enterprises. In addition, opportunities offered by 

intra-African trade were addressed, with respondents realising that a common African market 

opens new frontiers for tapping into new markets, export diversification, and establishing brand 

presence across the continent. 

In terms of trade facilitation or liberalisation, AfCFTA may not necessarily be ready to solve 

all continental trade challenges. Countless countries in the continent, in terms of infrastructure, 

in terms of economic makeup, are still fairly underdeveloped. Hence, you will find that even 

from the implementation of the agreement itself, you still find difficulties in getting up-to-date 

customs administration offices. For instance, it is still difficult to find well-functioning, fully 

funded and fully operational standard bodies within the continent, so it is a work in progress. 

Therefore, it must be recognised that it is not just the plug-and-play type of agreement, as 

typically with the likes of the EU market, which is highly sophisticated and highly advanced as 

well.  

4.2.4 Building collaborative networks for export growth 

Another crucial observation was regarding the importance of networks, where SMEs noted the 

significance of local collaboration in overcoming entry barriers and understanding the 

customers. Engaging SMEs in joint ventures as well as firms or distributors in the host countries 

can help to penetrate the local market providing such details as the regulatory, consumption and 

competitive environment. The respondents pointed out the trade fairs and B2B events as 

productive means of locating prospective partners because they allow face-to-face 

communication and increase brand awareness. Participant six said: 

“The main focus is still, you know, to expand on the continent. We were talking 

about B2B missions to Namibia, Botswana, and Zambia.” 

This indicates that well-organised events can assist SMEs in developing social networks and 

undertaking international business and marketing activities. 
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Furthermore, industry associations and networks were also considered important resources for 

SMEs. This is because such associations provide knowledge, tools and advocacy on how SMEs 

should deal with the peculiarities of their industry or region. Other participants suggested 

establishing a marketplace platform under the AfCFTA, drawing from similar schemes in 

China, for networking and showcasing products. Participants four mentioned: 

“Marketplace platforms are successfully deployed in China. A similar model can 

be developed under the AfCFTA to promote trade.” 

This indicates the potential value of such networks. The construction of these collaborative 

structures within AfCFTA, on the other hand, may enhance the capacity of SMEs and bolster 

persistent growth in Africa’s markets as indicated by (Coviello & Munro, 1995), in the Network 

Model which emphasizes the importance of social capital and business networks in facilitating 

SME internationalisation. 

4.2.5 Enhancing institutional support for SME export readiness 

When conducting international trade, institutional support is crucial and necessary for the skills 

and knowledge development of the SMEs. For instance, the dtic provides EMIA as one of the 

policy instruments for export promotion specifically to enable companies to market their 

products, and their services in key markets and as it were, because of the continent. There is an 

increasing move for South Africa to integrate with the rest of the continent and, because of 

geographical proximity, the continent remains a strategic market for South Africa.  Participant 

four expressed concerns about how government support is provided especially under EMIA: 

“I have seen people go there that really should not be at those shows right. I don't 

know how they get there, but I get the sense that it's a bit of a free-riding thing, 

right?”  

Despite these challenges, the participant remarked: 

“EMIA is a very good platform to showcase businesses, but the right businesses 

with at least some capacity must be the ones taken to those shows.”  

In addition, the government must provide broader support, like training, advisory services, and 

mentorship, and not only money. Besides the provision of financial support, it was often 

mentioned that capacity building and training were needed to make SMEs ready for the 

requirements of the international markets. Participants identified a need for more targeted 
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training programs addressing such issues as allowing the SMEs to better understand the 

AfCFTA undertaking and its benefits as well as such training on how to deal with the legal 

issues and potential market needs. Such an emphasis on capacity building is supportive of 

AfCFTA’s objectives of encouraging the sharing of knowledge and the development of an 

adequately skilled SME subsector on the continent. Participant 3 indicated a significant point 

regarding the AfCFTA:  

“Many individuals are aware of its existence but lack understanding of its 

functionality. They are aware of the prospective advantages, yet lack an 

understanding of the real mechanics involved in leveraging these benefits.” 

4.2.6 Adaptation to local market conditions 

All participants asserted that SMEs must adjust to local market conditions as a component of 

their continental market entry strategy to successfully internationalise their business and 

achieve success in African markets. To a significant degree, successful internationalisation 

necessitates that SMEs undertake product localisation, adapting products to conform to local 

consumer preferences and spending behaviours. While this adaption process is crucial, 

participants have indicated that it frequently incurs significant expenses, particularly for small 

enterprises. Despite the cost involved in this process, the long-term benefits outweigh the short-

term costs of product adaption. Consequently, the necessity for SMEs to align their product 

offers with the economic and cultural environment of the target market must not be 

underestimated.  

4.2.6.1 Cultural and language barriers  

Culture and language play a major role in international trade, as such, both are significant in 

shaping market entry strategies. The African continent comprises 55 countries with different 

culture and languages. SMEs must navigate language and social differences in African 

countries, adapting their approach as necessary, due to the diverse cultural norms involved. 

Participant eight emphasised: 

“Each country has its own complications, which raises the cost of transacting with 

that country. 

These differences also align with (Boter & Lundström, 2005), who argue that legal and 

administrative variations are significant obstacles to SME internationalisation. This highlights 
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that adaptation is an essential albeit expensive aspect of effective market expansion under 

AfCFTA.  

4.2.7 Market information and trade data access 

The lack of accurate trade information and trade data became an overwhelming obstacle to the 

growth of SMEs concerning intra-Africa trade. Participants were adamant that accurate and 

reliable information with regard to consumer preferences, regulatory frameworks, and 

competition is critical for making strategic choices, however, this information is always limited. 

Participants one observed: 

“Such information about the inter-African trade of products is rare.” 

This completely explains the deficiency of the availability of information that SMEs encounter. 

Information channels for SMEs were recommended as a possible solution to address this 

concern, where participants argued that such facilities under the AfCFTA will assist in giving 

SMEs critical market knowledge. In addition, participants noted that there were market 

opportunities and that such knowledge could enable SMEs to explore new markets proactively. 

Better data availability and enhanced market intelligence would help SMEs make informed 

decisions, take advantage of the trade potentials available under the AfCFTA and improve their 

competitiveness in the wider African market. The findings also underscore the need for 

accessible trade information platforms, as recommended by Afreximbank (2024). 

4.3 Chapter summary  

This chapter detailed the intricacies and challenges South African SMEs face in 

internationalising their business enterprises and the potential opportunities provided by the 

African AfCFTA. It was noted that, by focusing on the complex realities and views of SMEs, 

specific themes were established, which formed an overall picture of what it entails to expand 

internationally within the African continent. Such findings outline specific conditions that are 

dysfunctional, viable options and areas that require intervention policies, which are likely to 

foster intra-Africa trading systems and enhance the development of South African SMEs. This 

analysis uncovers a multifaceted environment of prospects and obstacles for South African 

SMEs aiming to grow under AfCFTA.  

Although AfCFTA presents considerable opportunities for enhancing cross-border trade, 

standardising rules, and expanding markets, the prosperity of SMEs will hinge on overcoming 

particular obstacles. Financial constraints, regulatory challenges, the need for localised 
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products, and restricted access to market intelligence all present barriers to internationalisation. 

By cultivating collaborative networks, augmenting institutional support, and establishing 

accessible information channels, AfCFTA will enable SMEs to actively participate in intra-

African trade and attain sustainable growth. These findings establish a foundation for policy 

recommendations designed to enhance SME growth and integration within the African market, 

underscoring the critical role of AfCFTA in cultivating an inclusive and prosperous business 

environment throughout the continent. The next chapter provides the overall conclusion and 

recommendations of the current research.  
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CHAPTER 5: CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction  

This chapter concludes the framework for the internationalisation of South African SMEs inside 

the AfCFTA, building on the insights from the empirical findings in Chapter 4 and the 

theoretical foundations discussed earlier. The framework synthesizes internal capabilities, 

institutional enablers, and strategic considerations to guide policy and practical implementation. 

Figure 4 below illustrates the proposed conceptual framework.  In addition, Chapter 5, provides 

a summary and results of the study, policy recommendations to enhance the participation of 

South African SMEs in international trade, specifically their export intensity to the African 

continent, as well as suggestions for further research. 

 

 

Figure 4.Conceptual Framework for internationalising SA SMEs 
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5.2 Summary and conclusions  

The research focused on exploring the challenges and opportunities confronting SA SMEs in 

their quest to internationalise their business including understanding the limited participation 

of these business enterprises in the regional trade. The results demonstrated a dynamic 

landscape shaped by regulatory complexities, financial constraints, the potential of AfCFTA as 

a unifying market, and the critical role of support systems and adaptive strategies for successful 

SME internationalisation. It further revealed that although AfCFTA pledges to foster a more 

integrated African market, major obstacles remain. Regulatory compliance issues, logistics and 

infrastructure-related challenges, and corruption at border points create operational and cost 

burdens that can deter SMEs from cross-border expansion. In addition, financial constraints 

hamper SMEs’ growth potential due to limited access to affordable trade finance targeted 

towards SMEs. As a result, SMEs are struggling to deal with the high costs of compliance and 

registration. Nonetheless, AfCFTA can offer valuable opportunities for growth by standardising 

trade regulations across member countries. Such harmonisation could drastically reduce 

compliance costs, enhance market accessibility, and support intra-African trade. Collaborative 

networks, including local partnerships, industry associations, and B2B events, are essential for 

SMEs to successfully enter new markets and expand their reach across the continent. 

The results also highlight the importance of institutional support and capacity building which 

enable SMEs to be provided with the relevant skills and resources needed to actively participate 

under AfCFTA. Alongside that, integration into the local market conditions and the availability 

of sound market information is indispensable for SMEs willing to understand the consumers 

and economic situations across the different regions in Africa. In conclusion, although AfCFTA 

offers promises useful instruments that can promote intra-African trade and the growth of 

SMEs, consistent measures to facilitate harmonisation of regulatory requirements, increased 

availability of funds, and targeted assistance strategies will be required for the agreement to 

become effective. This information provides the context for policy advice and related future 

studies which could contribute even further to the role played by AfCFTA in the 

internationalisation of Africa’s SMEs. Figure 5 below illustrates the legal instruments covered 

by the AfCFTA Agreement. 
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Figure 5: Agreement establishing the AfCFTA 

 

Figure 5 demonstrates how the AfCFTA negotiations are conducted in phases. Phase I includes 

both the trade of goods and services and the dispute settlement. Phase II focuses on investment, 

competition policy, and intellectual property rights. E-commerce will be discussed in Phase III, 

which has been added. The above instruments are aligned with the findings of the research and 

will eliminate trade barriers between members, making it easier for businesses to trade within 

Africa and benefit from their own growing market. In addition, the introduction of regulatory 

measures such as sanitary standards and eliminating non-tariff barriers to trade will result in a 

liberalised market for goods and services. 
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5.3 Policy recommendations  

Based on the findings, several policy recommendations emerge to address the barriers and 

leverage the opportunities AfCFTA presents for SMEs: 

5.3.1 Harmonise regulatory standards across member countries  

The AfCFTA agreement should establish a framework for harmonisation of regulatory 

standards. This includes uniform tariffs, easier permit applications, and faster border 

clearances. Such a process would lead to streamlined requirements for the continent, reducing 

compliance and market entry costs and making trade more predictable and accessible for SMEs. 

As a consequence, intra-African trade would increase. This would definitely promote 

geographical trade and enhance competition among African products. As in the case of the 

European Union, she suggests that Africa should have a single standard, which would ease trade 

for South African SMEs with other African countries. This would remove a significant barrier 

to entry and would lower the costs associated with SMEs seeking to enter various markets on 

the continent.  

5.3.2 Enhance access to SME-focused trade finance 

Various forms of funding are made available for businesses in South Africa ranging from 

commercial banks, DFIs, government grants/incentives, and microfinance institutions, 

including private financiers. The bouquet of funds is often outside the realm of SME funding 

needs especially trade finance. Current existing funding instruments are either priced very high 

because of the perceived risks associated with small to medium businesses or not tailor-made 

to cater for the needs of SMEs. Therefore, it is recommended that the government, ECIC and 

DFIs create low-cost trade financing options, such as working capital, credit insurance, 

consignment payments, and Letters of Credit specifically for SMEs. This can include subsidised 

interest rates, risk-sharing models, and flexible repayment terms that would support SMEs in 

managing the high costs of entry and compliance across multiple markets. The government 

should partner with commercial banks to provide grant funding as part of de-risking the trade 

finance instruments making them more accessible to SMEs at cushioning banks' potential losses 

that might arise from these transactions.  

5.3.3 Improve logistics and trade Infrastructure 

Africa as a continent should improve its logistics and trade networks to facilitate the flow of 

goods, services, and people across borders. Investment in infrastructure, such as border posts 
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and transportation networks, will make cross-border trade more efficient and promote regional 

integration. It will reduce bottlenecks and allow for the efficient movement of products and 

services. The majority of countries on the continent lack border post infrastructure, notably the 

32 least developed countries (LDCs), hence it is proposed that new customs facilities be built 

to considerably cut waiting times, thereby improving trade efficiency. Such enhancements will 

play a critical role in lowering congestion at important trade hubs, enabling speedier cross-

border flow of goods, and shortening transit times, which will be especially useful for SMEs 

operating on tight budgets and deadlines. There is also a need to modernise customs systems to 

reduce paperwork and implement digital platforms for customs clearance processes is a crucial 

step in supporting SME trade. Automated customs clearance and online payment systems are 

innovations that help reduce delays in administration and also reduce the chances of making 

errors. Kenya’s implementation of a single electronic window system which allows traders to 

submit all documents in one place has improved import and export operations and lowered the 

average time taken by more than 50%. Duplicating such digital solutions along key trade routes 

in Africa will allow small and medium enterprises to deal with less documentation – which in 

turn will lower their costs and improve their ability to meet market demand. 

5.3.4 Increase institutional support and capacity building 

Government departments, specifically the dtic's Trade and Export branches, DFIs, State-owned 

development agencies, Export Credit Insurance Corporations of South Africa, export councils, 

and export councils should work together to provide specific training and capacity building 

programmes for SMEs. Such programs should raise awareness and educate small and medium-

sized businesses about the AfCFTA agreement, rules of origin, tariffs, technical barriers to 

trade, sanitary and phytosanitary standards, as well as provide them with the necessary training 

to access trade finance, including best practices for internationalisation, thereby equipping them 

with the skills required for successful expansion. Lastly, government must provide broader 

support like advisory services, incubation platforms and mentorship to emerging small to 

medium business who are still who are at early stages of their internationalisation process.  

5.3.5 Establish accessible trade information platforms  

Credible information about product trade on the African continent is limited. A dedicated 

channel specifically for SME product and trade information on the African continent is 

recommended. This must also be linked to a manufacturing standard code on quality for the 

African continent. For instance, this will reduce the daunting task and challenge for SMEs of 
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dealing with the Manufacturing standards codes on quality of 55 countries. The AfCFTA 

secretariat in Ghana might establish a centralised platform that provides accurate data on 

consumer demand, market trends, and regulatory needs throughout African markets. This 

would enable SMEs to make more informed choices, mitigate perceived risks, and enhance 

their understanding of market opportunities. The government, in conjunction with its agencies 

and major stakeholders in international trade, must establish national awareness campaigns 

regarding trade opportunities and the AfCFTA to facilitate knowledge exchange and 

information dissemination for all SMEs across the country.  

5.3.6 Promote collaboration through trade shows and network events 

The dtic should evaluate its EMIA programme and introduce special ring-fenced financing for 

SMEs/emerging exporters to cover upfront costs for attending trade fairs and network activities, 

as opposed to the existing situation in which businesses pay and the department reimburses 

50% later. This condition effectively prevents SMEs with good products but facing financial 

difficulties owing to their size and scale from partnering with other enterprises across the 

continent. The South African AfCFTA desk within the dtic should promote and encourage trade 

shows, B2B events, and industry associations that support SME networking and partnership 

opportunities across Africa. A dedicated African trade marketplace, similar to China’s Canton 

Fair, could help SMEs showcase their products and establish regional partnerships.  

To increase SA SMEs' international exposure and competitiveness, the country should create a 

sector-specific value chain approach for international trade shows and networking events. This 

value chain approach would enable SMEs to collectively present a strong “Brand South Africa” 

rather than individual businesses engaging separately. Such a coordinated strategy increases the 

influence of local products and services while also expanding the nation's brand in global 

marketplaces. Furthermore, collaboration between national and provincial government 

organisations is essential. These institutions could provide combined and targeted help to SMEs 

by synchronising various support initiatives and resources. This technique will improve the 

efficacy of government programs and limit the risk of duplicating events, which frequently 

results in wasteful spending with little or no impact. A well-thought-out plan ensures that 

resources are used efficiently, that SMEs have better access to vital markets, and that trade 

shows and networking events work more effectively.  
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5.4 Avenues for future research 

While this research helps in understanding the experiences of South African SMEs in the 

context of the intra African trade, there are a few important gaps that remain for further research 

which would deepen understanding of the internationalisation of SMEs across the African 

continent and contribute to policy and strategy formulation. One such question concerns the 

role of regulatory controls implemented in different sectors on small and medium enterprises 

operating under the AfCFTA agreement. Many sectors such as agriculture, manufacturing and 

technology embody different trade promotion or advocacy regulations that promote or dissuade 

trade. For instance, agriculture SMEs are likely to experience stringent import and export rules 

regarding food safety standards and phytosanitary rules. On the other hand, technology 

companies may encounter issues around digital trade barriers and intellectual property rights 

protections. Therefore, the primary focus of future research should be on sector-specific 

regulations on SA SMEs in African regional trade. This could help policymakers propose 

appropriate targeted interventions for local SMEs in specific industries that would enable them 

to compete more effectively in African markets. 
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