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Introduction 
 

Although the discovery of mineral wealth (i.e. diamond) has propelled Botswana into 
the middle-income category, the country still faces the problem of economic 
diversification, employment creation, income distribution and poverty alleviation. 
The main strategy employed by the government to diversify the economy and 
create employment has been the promotion of the development of small- and 
medium-sized enterprises (SMEs). There is a general consensus that Botswana 
should not continue putting all its ‘‘eggs in one basket’’. 
 

The most common argument in favor of SMEs is that they are sustainable forms of 
diversifying the economy away from mining; they create substantial job 
opportunities; and they help narrow the gap between urban and rural development, 
and alleviate poverty. SMEs employ more people per unit of investment as 
compared to large firms. The prevalence of low-skill and unskilled labor force in the 
economy coupled with the tendency of the government to reduce its role as primary 
employer made the promotion of SMEs a primary source of employment creation, 
income generation and poverty alleviation. 

 
Method and results 
 

The objective of the study was to investigate how managerial problems are affecting 
the performance and development of SMEs, and analyze the relationship between 
these factors and firm specific demographical variables, and the association among 
the problems themselves. Data were collected from through questionnaire from 250 
SMEs.  
 

The majority of the sample firms were small in size (70 percent), owned by males 
(78 percent) and concentrated in the non-manufacturing sectors (merchandising 
and service) (90 percent) of the economy. Respondents were asked to rate the 
impact of 34 managerial items on the performance of SMEs on a five-point scale 
ranging from 5 (very high) to 1 (very low). 

 
Perceived managerial problems 
 

Managerial actions issues 
 

Many researchers and practitioners claim that the major cause of small business 
failure is ‘‘poor management’’. Whether the causes are labeled as financing, 
competition, marketing, inventory, etc., they can be safely avoided if good 
management was in place. Although it has become difficult to explain what 
constitutes ‘‘poor management’’, small business owners/managers need to develop 
basic managerial skills and knowledge. If they are to succeed, managers need to 
have adequate skills in the area of planning, organizing, directing and controlling 
organizational resources. The respondents have clearly recognized the importance 
of managerial adequacy and competency as critical success factors. Managerial 
competency is measured by seven factors. 
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