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Abstract 
Small businesses are considered to be the backbone of every economy. If they 
are not administered effectively, they quickly diminish. There are several fac-
tors that result in small business failure. This study examined the reasons for 
the failure of small businesses in Liberia. Data was collected using question-
naire and the targeted participants were business persons and business stu-
dents within Liberia. The study revealed that poor business planning is the 
main factor responsible for the failure of most small businesses in Liberia. 
Most proprietors of small businesses in Liberia don’t plan properly before the 
commencement of a business. They depend on the day to day reality to run 
the business which is not good for the future of the business. The study iden-
tified ten contributing factors responsible for the failure of small businesses in 
Liberia. Out of the ten contributing factors, five of them were identified as the 
top factors. The top five contributing factors include poor business planning, 
lack of entrepreneurial skills, lack of customer relations, management in-
competence and inadequate financing. The study recommended that small 
business proprietors should conduct a proper business research on the type of 
business that is to be established and develop a standard business plan that 
covers all the aspects of the business before commencement. The study also 
recommended how to address the other top four contributing factors to pre-
vent small businesses from failing in Liberia. However, the information in 
this study is very essential for the development of the small business sector in 
Liberia, and other parts of Africa. It is also beneficial to the literature review 
of small businesses and their failure. 
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1. Introduction 
1.1. Background of the Study 

The research was conducted in Liberia and focuses on the failure of small busi-
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nesses. Liberia is a country located on the west coast of Africa and it was found-
ed by the American Colonization Society (ACS) in 1822 (Thompsell, 2018). On 
July 26, 1847 Liberia became independent, making Liberia the first independent 
nation in African (Thompsell, 2018). Civil war broke out in Liberia in 1989 and 
lasted for 14 years, up to 2003 (Thompsell, 2018). The number of small busi-
nesses has increased after the civil war, but the rate of failure of small businesses 
in the country has also significantly increased over the past years (Doe, 2006). 
Small businesses are at the heart of Liberia’s private sector. Their contribution to 
the economy through local traders enables daily essentials to be available to the 
remote part of Liberia. It is believed that if small businesses in Liberia are sup-
ported and strengthened, they can serve as the vehicle to carry jobs, income and 
development throughout the country (Building Markets, 2016). The Liberian 
economy is controlled by small businesses because majority of the citizens de-
pend on small businesses as their main source of income (Building Markets, 
2017). Nevertheless, there are several challenges to face when doing business in 
Liberia. These challenges include poor infrastructure, lack of good road network, 
lack of electricity, etc. (Building Markets, 2017). Examples of small businesses in 
Liberia are shown in Table 1 as proposed by Building Markets (2016).  

This research is conducted to determine the factors that are responsible for 
the failure of small businesses in Liberia and to establish possible solutions to 
prevent these failures from occurring. The identification of these factors helps to 
develop strategies that can be applied to reduce the high failure rate. This re-
search also helps proprietors of small businesses in Liberia to have a better and 
more effective approach to how they can operate to obtain sustainability.  

1.2. Problem Statement 

The effective operations of small businesses in Liberia serve as the foundation  
 
Table 1. Types of small businesses in Liberia. 

No. Types of Small Businesses in Liberia 

1 Construction and Renovation firms 

2 Food and Beverages firms 

3 Business and Consulting services 

4 Transportation, Logistics and Carrier services 

5 Financial and Legal services 

6 Security services and equipment 

7 Primary Industry (e.g. Agriculture and Fisheries) 

8 Office Furniture, Equipment supplies 

9 Real Estate and Insurance firms 

10 Restaurants and Catering services 
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for the economic development of the country. As stated in the previous Section 
1.1, the growth of the economy of Liberia relies on the success of small business-
es (Building Markets, 2017). Small businesses owned by Liberians are noted for 
flourishing at the beginning but after a short period many of them fail (Doe, 
2006). There are many reasons for those failures and without addressing them, 
the economy of the country will not be improved. Some of the reasons for small 
business failure in Liberia include poor planning, not controlling cash flow, poor 
infrastructure and road network due to lack of government support, etc. (Doe, 
2006; Building Markets, 2017). The current economic situation of the country 
has created a business environment that is very challenging for small businesses 
to survive (Dodoo, 2020). Therefore, this research has examined some of the 
major causes of the failure of small businesses in Liberia and provided recom-
mendations that will help them to continue in existence.  

The literature review explains the meaning of business failure and defined 
small business based on five different worldwide standards. The literature review 
drew up concepts that were used to identify and address the contributing factors 
to the failure of small businesses in Liberia. These concepts which make up the 
theoretical framework of the research examined the internal factors that affect 
the organizational output (i.e. micro environment) and the external factors out-
side the firm (i.e. macro environment). To accomplish this, the theoretical 
framework considered the 7P’s marketing mix strategy and the PEST analysis. 
Ten contributing factors responsible for the failure of small businesses in Liberia 
were identified and discussed with the relevant citations.  

1.3. Research Question and Objectives 

The research question for this study is “Why Do Most Small Businesses in Libe-
ria Fail”? This research question was selected to uncover the major problems af-
fecting small businesses in Liberia and their consequences. 

The objectives of this research are as follows: 
1) To critically analyze the factors responsible for the failure of small busi-

nesses in Liberia. 
2) To evaluate the extent to which the factors identified as being responsible 

for the failure of small businesses in Liberia affects the businesses. 
3) To critically assess whether the factors identified to be responsible for the 

failure of small businesses in Liberia are controllable or uncontrollable. 
4) To develop a guideline that will provide possible solutions to reduce the 

rate of failure of small businesses in Liberia. 

1.4. Importance of Research Outcome 

The research outcome has increased the knowledge on factors responsible for 
the failure of small businesses in Liberia and has offered recommendations that 
can be used to prevent small businesses from failing. In addition, the findings 
will make significant contribution to the enhancement of small businesses in Li-
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beria through the understanding of how to develop and implement a proper 
business plan, acquiring the rightful skills needed to have a successful small 
business, putting measures in place that ensure employees satisfaction and other 
important things that can be done to make small businesses to succeed. This re-
search will benefit people that want to start a small business in Liberia and fi-
nancial institutions that provide loan money to small businesses. The research 
will also help to reduce the literature gap on the failure of small businesses in 
Liberia. On the overall, this study will help to improve the small business sector 
of Liberia. 

2. Literature Review 
2.1. Introduction  

The life cycle of every business is divided into four stages; Introduction, Growth, 
Maturity and Decline (Pillemer, 2018). Normally, the introduction and growth 
stages of the life cycle of most businesses are slow, but with short maturity and 
quick decline stages (Weitzel & Jonsson, 1989). Although business failure is dif-
ficult to define, most of the definitions are closely related and are focused to-
wards the organizations and individuals (Jenkins & McKelvie, 2016). This also 
has to do with the moment that the company ceases to exist, leaving investors 
and creditors in debts (Jenkins & McKelvie, 2016; Ucbasaran et al., 2013). The 
process involved to determine the moment that a business will cease to exist 
varies from one author to the other, and it is based on how they analyze the 
phenomenon (Ucbasaran et al., 2013). Some of the literature reviews focused 
mainly on financial ratios to predict business failure (Altman, 1968; Maricica & 
Georgeta, 2012; Longair, 1983). Walters (1957); Sharma and Mahajan (1980); 
Flint (2019) viewed business failure essentially as having expenses more than the 
business cash (i.e. as a reservoir of cash). This means that if a business reservoir 
is empty, the business has failed because it will be considered as bankrupt. 
Therefore, an enterprise may be regarded as a “failure” when it cannot meet its 
liabilities (Van Horne, 1977; Gaughan, 2015). A business can also be considered 
as failure if the overall set goal of management is not met (Business Week, 1971; 
Schaefer, 2019). In this research Business failure will be considered as the end of 
a business life cycle due to lack of capital to continue operating (Horton, 2019). 
This means that if the business can no longer generate revenue and cannot con-
tinue to operate under such condition or totally run out of operating funds that 
cause the business to close. 

2.2. Definition of Small Business  

There is no definite definition for small business, it varies from one geographical 
and economical composition to the other. In order to be able to define small busi-
ness, you need to have an understanding of the size, components and benefits 
that small businesses have on the life of the people (as shown in Table 2), espe-
cially on those that are at the grass root level of the country (Adisa et al., 2014). 
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Table 2. Definitions of small business. 

No. Country Definition of Small Business 

1 
European Union 

(EU) 

The European Union (EU) regulations defined small business as any  
business that has ten to fifty (10 to 50) employees, with an annual turnover 
of greater than two million euro and less than ten million euro (Nikolić et 
al., 2015). 

2 Albania 
The Albanian legislation also considers small business as any business that 
has more than fifty (50) employees with an annual balance sheet of not 
more than fifty million euro (Nikolić et al., 2015). 

3 Nigeria 

Small business is defined as any business with capital ranging from twenty 
thousand naira to thirty million naira (Alaye-Ogan, 2012). The Federal 
Ministry of Commence of Nigeria defined small business as a business 
capital investment of over seven hundred and fifty thousand naira (Adisa et 
al., 2014). 

4 Ghana 

According to Ghana Statistical Service (GSS), small business is any  
enterprise with less than ten (10) workers (Nkuah et al., 2013). Also  
according to the National Board for Small Scale Industries (NBSSI) in 
Ghana, small business is any enterprise with not more than nine (9)  
workers, has plant and machinery, (excluding land, buildings and vehicles) 
but does not exceed ten million Cedis (Nkuah et al., 2013). 

5 Liberia 

In Liberia, small business is classified as any enterprise with total number 
of employees ranging from four to twenty (4 to 20) (MoCI, 2010).  
According to the Liberia Revenue Authority (LRA), small business is any 
business with annual revenue of greater than two hundred thousand  
Liberian dollars but less than three million Liberian dollars (The New 
Dawn, 2019). 

2.3. Theoretical Framework of the Research 

The theoretical framework for this research will consider two aspects, the micro 
environment and the macro environment of small businesses. Micro environ-
ment consists of factors within an organization that affects the capacities of peo-
ple that are directly involved or linked to serve the market (Kotler & dan Arm-
strong, 2009). The macro environment consists of the economic environment, 
political environment, socio-cultural environment and technological environ-
ment that affects the micro environment of a business (Kotler & Keller, 2009). 
To analyze the micro environment, the literature will consider the marketing 
mix strategy which uses 7P’s (Product, Price, Place, Promotion, People, Process 
and Physical environment) to analyze the small forces that originate from within 
the business, affecting its ability to serve the customers. The concept of the mar-
keting mix originated from the single P (Price) of the microeconomic theory 
(Chong, 2003). The concept was initially stated by Neil Borden in 1953 in his ar-
ticle “The Concept of the Marketing Mix” (Borden, 1964). Borden highlighted 
twelve elements in his article but they were later summarized into 4P’s—Product, 
Price, Place and Promotion (Goi, 2009). However, the 4P’s was only adequate to 
address the product market and not the service market (Helm & Gritsch, 2014). 
To modify the marketing mix 4P’s to be able to address both product and service 
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markets, three additional P’s were added to the original 4P’s. They are People, 
Process and Physical environment (Rathod, 2016). The 7Ps marketing mix mod-
el was selected because it helps business organizations to identify and review key 
factors that affect the products or services of a business (Hanlon, 2019). Second-
ly, the marketing mix is a practical framework which is used to evaluate existing 
businesses using the appropriate approaches (Hanlon, 2019). The 7Ps marketing 
mix framework was adapted by Loo and Leung to investigate the service failure 
of hotels in Taiwan (Loo & Leung, 2016). For the analysis of the macro envi-
ronment, this research will consider the PEST analysis. The PEST analysis is the 
most frequently used approach to analyze the external business environment 
(Gupta, 2013). The acronym “PEST” represents four factors; political, economic, 
social and technological (Summut-Bonnici & Galea, 2015).  

2.4. Factors Responsible for the Failure of Small Businesses 

From previous literature reviews, several factors have been identified to be re-
sponsible for the failure of small businesses. For this research, the researcher will 
consider the below factors for the failure of small businesses in Liberia: 

2.4.1. Poor Business Planning 
One of the major reasons for business failure today is due to poor business plan-
ning (Schaefer, 2019). A well planned business should address the mission of the 
business, the cost structure, the target market for the business, risks of external 
influences and how to handle them, and the business strengths and weaknesses 
(Schaefer, 2019). The business plan is developed using knowledge acquired from 
data collection and analysis, on relevant key performance indicators from exist-
ing businesses with similar or exactly the same scope of operations (unctad.org, 
2002; Mehralizadeh & Sajady, 2005). Burns and Dewhurst (1996) state that 
“most small businesses fail because their plans are sales-oriented and they need a 
transition in outlook in order to meet customer needs” (Mbonyane, 2006). Most 
entrepreneurs of small business do not plan properly (Carter, 2019). They de-
pend on the sales to run the business (Mbonyane, 2006). They do not forecast or 
even plan ahead for future occurrence like introduction of new products that 
will divert the attention of the customers (Mbonyane, 2006). A study conducted 
by the Small Business Development Centre in the USA, discovered that lack of 
proper business planning is responsible for 90% of small business failures 
(Bushe, 2019). One of the issues that render a business plan to be poor, is lack of 
strategic planning. Strategic planning is important because it provides the road 
map for the execution of the business and identifies the milestones that indicates 
whether the business is progressing as planned or not (Gartenstein & Seidel, 
2019). Consequently, a lack of strategic planning prevents small businesses from 
achieving good performance because there are many uncertainties that the busi-
ness will encounter, and there will also be no guidance for the business to attain 
its goals (Gumel, 2017). 
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2.4.2. Inadequate Financing 
Financing is the lifeline of every business whether in the beginning stage, devel-
oping stage or in a mature stage. The failure of many businesses is as a result of 
lack of proper financial support to establish them on strong and stable footing 
(Mehralizadeh & Sajady, 2005). Most entrepreneurs don’t have enough con-
sciousness of the costs required in raising capital (Skripak et al., 2016; Carter, 
2019). They do not plan in advance, but rather look for financing just when 
needed, which is risky for the future of the business (Carter, 2019). Initially, a 
business’s capital may be limited to what its owners can afford from their own 
source, but as the business starts to grow there might be some financial needs 
that the owner alone cannot fund, but will require some support from others, 
like banks, or even to get in shareholders (Mehralizadeh & Sajady, 2005). Ac-
cording to Jones and Tilley (2003), inadequate financing is one of the obstacles 
experience by number of new businesses to success throughout the beginning 
period and during the first year of their operations. 

Inadequate financing is a major problem encounter by many small businesses 
(Carter, 2019). Most owners of small businesses use their own savings or family 
resources to start the business (Attard, 2019). As the business is established and 
in operations, they depend on the revenue generated by the business to sustain 
their family and themselves (Petersen & Seidel, 2019). One of the reasons for 
inadequate financing is the requirement setup by banks for the acquisition of 
loan to start a business (wpfsi.com, 2019). Small business owners are required 
to submit high value collateral as security to the bank for loan (Adisa et al., 
2014). This is very challenging for most owners as they do not have the collat-
eral to give to the bank to obtain loan (Adisa et al., 2014). Inadequate financ-
ing has caused many good business ideas to languish (Adisa et al., 2014). An-
other reason for inadequate financing is the high-interest rates which is re-
quested by banks or microfinance institutions for the acquisition of loans 
(Kanayo et al., 2013). Most of the small businesses cannot generate revenue to 
pay back the loan with high-interest rate, and at the same time to sustain the 
business because it is difficult to make profit (Kanayo et al., 2013). Adequate 
financing is very critical to the growth, sustenance and survival of all small 
businesses (Gumel, 2017). 

2.4.3. Lack of Adequate Cash Flow 
Cash flow is the measure of an organization ability to control and maintain the 
movement of sufficient funding in and out of the business to meet its expenses 
for the day-to-day activities (Murray, 2019). You can have a great business idea 
with investors to support the idea, but if you have a poor cash flow management, 
the business won’t survive (Hecht, 2015). Van Aardt et al. (2002) argue that 
“making and receiving payments is at the heart of a business, so it is essential to 
have a system that is optimized to maximize cash flow and manage information 
accurately”. Another issue with cash flow is, many business owners cannot gen-
uinely show where their cash has been spent or even forecast their future spend-
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ing (McGregor, 2004). 
Proper cash management is very essential for the smooth running of any 

business. Firms need adequate cash flow to sustain their businesses through the 
payment for new purchases, payment of bills and accrued operating expenses in 
general. Effective cash management has to do with the identification and control 
of cash inflows and cash outflows of a business (Banker et al., 2009). It is very 
important that every small business should have sufficient cash at all times to 
prevent disruption to the business. According to Meng (2013), almost 71% of 
businesses experience cash flow problems. This is because the managers of small 
businesses are believed to have more focus on profits rather than on cash flows 
(Mong, 2011). The failure of small businesses is not only due to firms losing, but 
also due to lack of adequate cash flow. The Centralian Advocate (2009) revealed 
that increase in revenue and decrease in inventories do not mean that the busi-
ness is doing well. A good profit is not necessary to the business if there is no 
cash to sustain the business. That is why the lack of adequate cash flow results in 
the failure of many small businesses. As blood is to human beings to survive and 
stay alive, so is cash flow to a business. Without adequate cash flow the business 
will collapse and come to an end (Bushe, 2019). 

2.4.4. Management Incompetence 
The failure of most businesses is due to “management inadequacy”, which can 
be related to either management inexperience or incompetence (Perry & Pend-
leton, 1983; Schaefer, 2019). The performance of any business is influence by the 
managerial skills of the human resource (Adisa et al., 2014). The management 
team of small businesses usually lacks the required experience and expertise, 
they are mostly dependent on a few individuals, that don’t have a formal man-
agement or career structure (Adisa et al., 2014). Normally, the business is run 
and managed by a sole proprietor who does not have any business knowledge 
but because they have the capital to establish a business, they do it without con-
sulting or employing someone competent to establish and run the business for 
them (Adisa et al., 2014). According to the report from the U.S. Small Business 
Administration (SBA), more than 90% of small businesses failed due to man-
agement incompetency (Knotts et al., 2003). This is mainly because the man-
agement of small businesses is responsible for the implementation and control of 
all operational practices which are part of the functions of the managers. A 
competent management has the ability to forecast the future and put in 
measures to prevent any potential threat to the business (Mbonyane, 2006). 

Most small businesses are initiated by people without the adequate knowledge 
of business management (Adisa et al., 2014). As the business continues to grow, 
it will start to encounter lots of challenges that require the right managerial ca-
pabilities to address them and prevent the business from failing (Fatoki, 2014). 
Failure to have a management team with the required skills like prob-
lem-solving, effective communication, decision-making, conflict resolution, ne-
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gotiation, etc. will result in business failure (Adisa et al., 2014). The owners of 
small businesses need to employ managers with the rightful managerial skills. 
According to Didonet et al. (2012), small businesses with competent manage-
ment team that possess self-confidence and technical knowledge, attain high 
growth rates and are successful. 

2.4.5. Lack of Entrepreneurial Skills 
Most entrepreneurs of small businesses don’t have the requisite skill to manage 
the business (Lotich, 2019). As a result of this, many small businesses have col-
lapse because their owners don’t have the skills to see the future and manage the 
business properly (Bushe, 2019). Cromie and John (1983) indicated in their 
work that the skills required for the growth and development of a business is 
different from the skills needed to plan and lunch a business. Therefore, entre-
preneurial skills are very vital for the initiation and control of businesses in or-
der to prevent failure (Cromie & John, 1983). Entrepreneurship is a way of 
thinking, reasoning and acting in order to obtain business opportunities in a ho-
listic approach and to create a balanced leadership (Timmons & Spinelli, 2007). 
Lack of entrepreneurial skills prevents small businesses from creating opportu-
nities for production and technological improvement through the invention of 
new processes, new products, establishment of new market etc. (Timmons & 
Spinelli, 2007). Entrepreneurship is the focal point for the development process 
of every business, especially in the 21st century. The most important and basic 
business skills required to successfully operate small businesses and obtain profit 
are entrepreneurial skills (Marivate, 2014). These skills are needed for the im-
plementation of strategic decisions that results in long term sustainability of the 
business. Managers of small businesses with entrepreneurial skills ensure the 
generation of growth, wealth, and well-being by calculating the risk ahead of 
time (Abdul, 2018). 

2.4.6. Inappropriate Location 
The location of small businesses plays a very important role in terms of the suc-
cess or failure of the business (Sherman & Seidel, 2019). If the location of the 
business is not suitable in terms of customer accessibility, or there are similar 
businesses within the same location, or the population density is too small com-
pared to the business size, the chance of survival for the business will be very 
minimal (Sherman & Seidel, 2019). According to Pickle and Abrahamson (1990) 
and Mbonyane (2006), owners of small businesses often select the location of 
their business based on the cost or how convenient the place is to them. In most 
cases, small business owners select locations based on the availability of an infra-
structure close to their resident or due to low rent. This is done usually without 
even investigating whether there is potential for the business they want to estab-
lish to survive and generate revenue. The success of small businesses is a func-
tion of the location of the business (Schaefer, 2019). When selecting the location 
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for small business, the owner needs to consider the rental cost, the traffic, the 
convenience of the buyers, crime rate in the neighborhood, target consumers etc. 
(millforbusiness.com, 2018). The business needs to be located at a place where 
the customers can easily access, even during rush hours. According to Schaefer 
(2019), the location of most local businesses is critical to the success of the busi-
ness.  

2.4.7. Lack of Government Support and Empowerment Role 
Small businesses have a great role to play in the economic growth of every coun-
try (Kozak, 2017; Brown, 2018). It should be one of the duties of the government 
to help entrepreneurs to start new businesses and protect them to continue the 
business by creating an enabling economic environment (Mehralizadeh & 
Sajady, 2005). This includes the creation of physical infrastructures like road, 
power, water, transportation etc. They also need minimum government regula-
tions, like taxes as low as feasible, implement laws that will give small domestic 
business leverage over foreign businesses, and help to create a financial sector 
that will allow businesses to have easy access to funds (Mehralizadeh & Sajady, 
2005). The government should also ensure that small business registration pro-
cesses are not expensive and free of high level of bureaucracy (Mehralizadeh & 
Sajady, 2005). The decentralization of government ministries to provide services 
at the regional levels, will support businesses and is more cost-effective (Tawney 
& Levitsky, 2000). In countries like Malaysia, the government has demonstrated 
commitment to the development of small and medium businesses. They have 
made provision to support small and medium businesses with finance through 
loans, working capital and grants. They have also supported by providing advi-
sory support like conducting research on product development and new busi-
ness initiatives, marketing and technical support (Gunto & Alias, 2013). Another 
country with similar initiative is Botswana. The government of Botswana has put 
into place measures to support small businesses in order to boost their economic 
productivity, especially for small businesses that are fully owned by citizens of 
the country (Mutoko, 2014). Every government is expected to support small 
businesses by offering tax exemptions, providing safe environment for the estab-
lishment and operations of businesses, and to amend business regulations to 
support the growth of small businesses (Al-Shaikh, 1998). This will help in the 
prevention of small business failures and help to grow the country’s economy at 
a faster rate. 

2.4.8. Lack of Employee’s Satisfaction 
One of the serious problems that is faced by small businesses is the issue of hir-
ing or working with family members (Hubbard & Hailes Jr., 1988; Mbonyane, 
2006). Most times, relatives are hired, but they lack the necessary skills for the 
smooth operations of the business (Mbonyane, 2006). Small business owners 
normally do this because they feel that they are doing their relatives a favor and 
don’t need to put them on payroll (Mbonyane, 2006). This can result in their 
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relatives involving in stealing the business materials or cash to meet their needs 
(Springer, 2017). Employee’s satisfaction has a significant role to play in terms of 
business performance, for employees are more loyal and productive when they 
are satisfied (Hunter & Tietyen, 1997). Employee’s satisfaction is a prerequisite 
to increase productivity, quality, commitment, responsiveness and customer 
service (Sageer et al., 2012). When the employees are satisfied, they will stimulate 
positive actions which will result in improvement of the company’s perfor-
mance. If the owner of a small business fail to create an environment that em-
ployees will be encouraged to interact personally, employees will not offer their 
best support to the business for it to prosper (Longenecker et al., 2003). It is re-
quired of the owners of small businesses to create an atmosphere of openness at 
the workplace towards the employees in order for them to trust the owners and 
take full responsibility of their work. 

2.4.9. Lack of Customer Relations 
Every business has a responsibility to satisfy its customers, and the customers are 
classified as one of the important stakeholders (Benn et al., 2016). This requires 
more than just selling your products to the customer or providing a service. The 
key focus should be to build relationships with your customers. The Small Busi-
ness Advisor (1999) and Mbonyane (2006) state that, “the failure of small busi-
nesses is due to lack of daily contact with the customers, lack of special promo-
tions, price changes, and lack of new product features”. Another issue with cus-
tomer relations will be lack of a proper medium for customers to communicate 
complaints to the owner (Mbonyane, 2006). This breakdown in communication 
can result in customers’ dissatisfaction and affect customer relations (Mbonyane, 
2006). Customer relation is a vital aspect of business management (DiScipio, 
2017). Small businesses that fail to pay attention to customer relations are unable 
to understand the behavior of the customers (MacDonald, 2019). This is mainly 
due to poor communication between the business staffs and the customers. In-
tense communication between the business staffs and the customers improves 
the performance of the business because it attracts the customers, keeps their 
loyalty and increases the profitability of the business (Soliman, 2011). Lack of 
customer relations affects the profitability of small business and prevents the de-
livery of value to the targeted customers (Babu, 2012). In order to retain cus-
tomers and attract new ones, small businesses need to implement customer rela-
tion management. Most small businesses struggle to attract and retain their cus-
tomers (Sibanda & Ndhlela, 2018). This is a complicated task and if successful, it 
helps companies to gain competitive advantage. 

2.4.10. Ignoring Competition 
In this modern age, all customers are looking for the best products or services 
(Tracy, 2005; Sukhraj, 2017). This has created a business environment that is 
highly competitive, with rapid changes in product design and diversity (Tracy, 
2005). Small businesses need to keep their focus on the type of deal that is of-
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fered by their competitors. Ignoring competition is dangerous and leads to fail-
ure of businesses (Olsen, 2019). The competitor that offers better products, ser-
vices or prices always prevail because they attract most of the customers (Bushe, 
2019). For small businesses to avoid failure, they need to prioritize the competi-
tion with other businesses providing similar services or products (Olsen, 2019). 
In the past, the concept of ignoring competitors was working but currently, this 
concept is no longer applicable because time has changed. For small businesses 
to stay in existence, they need to keep their eyes on the competitors and position 
their products accordingly (Sukhraj, 2017). Focusing on your competitors as an 
entrepreneur is vital to staying in business. Ignoring your competitors in this 
modern era leads to business downfall (Prokopets & Shah, 2019). Things are 
changing rapidly and new products are being introduced in the market fre-
quently. The only remedy to this problem is to stay competitive and keep your 
competitors under the radar (Sukhraj, 2017).  

2.5. Conceptual Framework of the Study 

Figure 1 below shows the complete conceptual framework for the factors re-
sponsible for the failure of small businesses established from the theoretical 
framework. In the conceptual framework, 3 of the 7Ps were not considered as 
key contributing factors to the failure of small businesses in Liberia. This is 
mainly because the selected contributing factors are only associated to 4Ps (Place,  
 

 
Figure 1. Conceptual framework for the failure of small businesses. 

* Poor business planning                     
* Lack of adequate cash flow        

* Lack of employee's satisfaction              
Process

Physical Environment

Place * Inappropriate location

Micro Environment  
(Marketing Mix) Promotion * Lack of customer relations 
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* Lack of entrepreneur skills                               

* Ignoring competition

Technological Factors

Small Business                     
Failure      

Product

Price

Political Factors * Lack of government support and 
empowerment role
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Macro Environment                        
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Promotion, People and Process). Addressing the factors under the 4P’s selected 
will automatically resolve any problem that is associated to the remaining 3Ps 
(Product, Price, and Physical Environment). There is a relationship between the 
political and economic factors of the conceptual framework. Ignoring competi-
tion is mutually related to the social and technological factors affecting small 
businesses. There is also a relationship between the contributing factors that fall 
under the “Process” category of the 7P’s marketing mix and that of “Promotion” 
and “People” categories. Lastly, the factors associated with the “People” category 
are related to the “Place” category because the decision of proprietors is used to 
establish the choice of the place for the business. 

3. Research Methodology 
3.1. Research Philosophy 

Research philosophy refers to a system of beliefs and assumptions about the de-
velopment of knowledge (Bryman & Bell, 2015). “Research philosophy is classi-
fied as ontology, epistemology and axiology” (Thakurta & Chetty, 2015). Ontol-
ogy is defined as the study that is conducted to establish findings about the na-
ture of the world (Snape & Spencer, 2003). Richards (2003) defines ontology as 
“the assumptions we make about the kind and nature of reality and what exists”. 
Epistemology has to do with a study that is conducted to address a “what is” or 
“should be” question concerning an acceptable knowledge in a particular disci-
pline (Bryman, 2008). In the domain of the research philosophy, epistemology is 
classified as positivism, realism and interpretivism (Thakurta & Chetty, 2015). 
Positivism is a branch of the epistemology that has to do with the view that only 
factual knowledge gained through observation and measurement is trustworthy 
(Dudovskiy, 2018). The role of the researcher in a positivism study is limited the 
collection of data and interpretation of the data (Dudovskiy, 2018). This type of 
study depends on observations that are quantifiable and the data is analyzed using 
statistical analysis (Dudovskiy, 2018). Realism is another branch of epistemology 
that has to do with scientific enquiry (Thakurta & Chetty, 2015). It differs from 
positivism in that, it depends on independent ideas of reality produced by the hu-
man mind (Dudovskiy, 2018), while positivism relies on factual knowledge ob-
tained through scientific measurements (Dudovskiy, 2018). Interpretivist research 
refers to study that is conducted “to create new, richer understandings and inter-
pretations of social worlds and contexts” (Saunders et al., 2009). “Axiology refers 
to the role of values and ethics within the research process” (Saunders et al., 2009). 
This has to do with the role of the values of both the researcher and the research 
participants in every stage of the research process, which is very essential to the 
credibility of the research result (Saunders et al., 2009).  

The ontological implications for this research are the researcher’s belief that 
most small businesses in Liberia fail and there are factors responsible for their 
failures. This reflects the belief that there is a social as well as physical reality 
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which is associated with the failure of small businesses in Liberia. The epistemo-
logical choice of research philosophy for this research is positivism. The episte-
mology of this research is concerned with how knowledge can be obtained on 
the reasons for the failure of small businesses in Liberia. Positivism was initially 
introduced by Auguste Comte a sociologist (Giddens, 1974; Crotty, 2003). Posi-
tivism is applicable to any research approach that uses scientific method to hu-
man affairs (Grix, 2010). In terms of strength, research conducted using positiv-
ism are clear, precise, rigour, standardized and the findings can be generalized 
(Ernest, 1994). However, there are also some weaknesses. For example, some of 
the measurements that are developed by positivist researchers are sometimes 
considerd as artificial and false instead of being correct (Bryman, 2008). Other 
weaknesses include the prevention to utilize once ability to interpret your expe-
riences and share them with others (Cohen et al., 2007); and the outcome of pos-
itivism may be difficult to understand and not applicable to address specific sit-
uation (Johnson & Onwuegbuzie, 2004). 

3.2. Research Approach 

Research approach is the step by step plan that is used for data collection, analy-
sis and interpretation during a research (Chetty, 2016). There are three different 
types of research approach, namely (Dudovskiy, 2018): 
 Inductive 
 Deductive 
 Abductive 

An inductive research approach is initiated from a specific observation to 
broader generalization and theory (Mitchell, 2018). It is sometimes referred to as 
the “bottom up” approach (Dudovskiy, 2018). The process begins by looking at a 
specific observation and measure, monitor the patterns and regularities, formu-
late tentative assumption that can be explored, and finally develop conclusion 
and theory (Mitchell, 2018). The inductive approach is the direct opposite of the 
deductive approach (Mitchell, 2018). The deductive approach works from a 
general perspective to a more specific point. The deductive approach is some-
times referred to as “top-down” approach (Dudovskiy, 2018). The process begins 
by considering a specific situation that can be tested. During the testing, obser-
vations are collected to ascertain the facts. The final stage is the confirmation of 
the theory after analyzing the data collected (Mitchell, 2018). The abductive ap-
proach is used for the explanation of incomplete observations from both the 
deductive and inductive approaches (Dudovskiy, 2018). For the abductive ap-
proach, incomplete observations are converted into experience and reality which 
give birth to the prediction of truth or a new theory (Mitchell, 2018).  

From the previous section on research philosophy, we understood that posi-
tivism study involves scientific and systematic approach and uses quantitative 
methodology (Mukherji & Albon, 2014). Quantitative methodology utilizes sta-
tistics to analyze and test data to establish findings. The suitable research ap-
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proach to be used for the analysis of this type of data is the deductive approach 
(Chetty, 2016). When using the deduction approach, the researcher will have to 
identify the issue to be investigated and develop questionnaire to collect data 
from those assumptions to be affected by it (Saunders et al., 2015). Some of the 
benefits of the deductive approach include the collection of latest data for analy-
sis to establish facts (Saunders et al., 2015). It enables researchers to explain the 
causal relationship between concepts and variables (Dudovskiy, 2018); and it al-
so allows for research findings to be generalized to a certain extent (Dudovskiy, 
2018). As for limitations, two of the weaknesses of the deductive approach are, it 
does not encourage extensive thinking and it limits the scope of creativity (Da-
vid, 2016). 

3.3. Research Design 

Research design refers to the set of methods and procedures used for collecting 
and analyzing data for a research (McMillan & Schumacher, 2001). The research 
design should logically come from the research question, objectives, philosophy 
and approach (Akhtar, 2016). It should also consider whether the nature of the 
research is exploratory, descriptive or explanatory (Akhtar, 2016). Descriptive 
research is a research that is conducted to describe a population, situation or 
phenomenon in an accurate and systematic manner (McCombes, 2019). This 
may include a research that is conducted to describe social events or social situa-
tions, etc. (Akhtar, 2016). The researcher will observe and describe the findings 
of what they observed. This type of research provides answers to questions like 
what, who, where, how and when, but does not answer a why question 
(McCombes, 2019). Explanatory research is a research that is conducted to ex-
plore a new universe, one that has not been researched earlier (Akhtar, 2016). 
For instance, a research that is conducted to investigate why men commit more 
domestic violence than the women. Exploratory research is conducted to estab-
lish an insight into a particular phenomenon (Akhtar, 2016). A problem is for-
mulated, followed by an investigation to establish the fact (Akhtar, 2016). It is 
mainly conducted for cases where there has not been any earlier research or 
studies to serve as a reference (Akhtar, 2016).  

The exploratory research design is normally used to conduct an initial re-
search into a hypothetical or theoretical idea (Kawalczyk, 2003). Among the dif-
ferent types of research design, the exploratory research design is more suitable 
for this research. The exploratory research is useful for gaining background in-
formation on a particular topic (Kawalczyk, 2003). It is also suitable to address 
research questions of all types (what, why, how). On the other hand, there are 
some weaknesses of the exploratory research, these include (Kawalczyk, 2003): 
 The utilization of small sample sizes to represent a large population. 
 The nature of the research enables the researcher to provide a definitive con-

clusion on the findings, of which in reality only provide insight. 
 The research leads to tentative results with limited value to decision-makers.  
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3.4. Research Strategy 

Research strategy is the plan that is utilized by the researcher to answer the re-
search questions (Saunders et al., 2009). There are seven different types of re-
search strategies and they are experiments, surveys, case studies, ethnography, 
grounded theory, active research and archival research (Datt & Chetty, 2016) 
Three of the seven research strategies (i.e. active research, ethnography, and ar-
chival research) are based on the inductive research approach, two (i.e. case 
study and grounded theory) are based on the abductive research approach, and 
the last two (i.e. experiment and survey) are based on the deductive research ap-
proach (Datt & Chetty, 2016). In Section 3.3, the selected research approach is 
the deductive approach. Therefore, the suitable research strategy for this re-
search is survey. Survey is mostly used when conducting a research that is busi-
ness and management related (Datt & Chetty, 2016). Surveys are conducted 
through the utilization of questionnaire to a sample of participants from a se-
lected population (Rodrigo, 2017). Survey is very effective in collecting different 
types of data, ranging from small to large numbers (Rodrigo, 2017). Survey is 
cost effective; it provides data that can be analyzed statistically without any 
problem because all the participant’s response can be arranged in a standardized 
manner; and it gives greater precision to data collected during analysis (Sincero, 
2012). In terms of disadvantages, Survey is not suitable for dealing with contro-
versial issues that requires more diverse views; and usage of inappropriate ques-
tions (Sincero, 2012). 

The questionnaire is formulated with close questions to enable the researcher 
to collect quantitative data which will be analyzed statistically. The questionnaire 
is also designed in a way that all the contributing factors identified in the litera-
ture review are included. This is to ensure that the relevant data needed to ad-
dress the assumption of this research is captured during the survey process. 
Questionnaire is a very important tool for data collection. It is inexpensive to 
collect data for a large population and it is easy to use because the information 
collected are standardized (McLeod, 2018). It also allows easy analysis of results 
and permits that researcher to ask as many questions as possible (Debois, 2019). 
In terms of limitations, sometimes participants may ignore certain questions and 
if the rightful questions are not asked in the questionnaire, the intent of the re-
search will not be achieved (McLeod, 2018). Another limitation could be the in-
ability to fully capture emotional responses or feelings (Debois, 2019). 

The questionnaire contains five different types of questions. The first is to 
identify the contributing factors, the second to rank the contributing factors, the 
third to establish whether the contributing factors are controllable or not, the 
fourth to obtain a deeper insight of the participants views on some of the things 
that leads to the failure of small businesses in Liberia. Likert scale questions were 
used in order to achieve this goal. Likert scale question is normally used to 
measure the attitudes and opinions of the participants (Glen, 2015). Finally, the 
fifth is the percentage rating questions that examine to what extinct some of the 

https://doi.org/10.4236/ojbm.2020.84110


A. Dento 
 

 

DOI: 10.4236/ojbm.2020.84110 1787 Open Journal of Business and Management 

 

root causes are not managed by small businesses in Liberia. Table 3 shows the 
question numbers and the associated contributing factor from the literature re-
view. 

3.5. Data Collection Methods 

Data collection refers to the process of gathering relevant information to provide 
answers to the research question, hypothesis of the research and evaluate the 
findings (Dudovskiy, 2018). The data collection method is divided into two cat-
egories (Dudovskiy, 2018): 
 Secondary data collection—data collected previously by other researchers for 

some other purpose (Saunders et al., 2015). Secondary data include available 
data in sources like books, newspapers, magazines, journals, online portal etc. 
(Dudovskiy, 2018). 

 Primary data collection—the collection of new data for research purpose 
(Saunders et al., 2015). The primary data collection is divided into two 
groups, quantitative and qualitative research methods (Dudovskiy, 2018). 
The quantitative research method has to do with the collection of numerical 
data and mathematical calculations, while the qualitative research method 
deals with non-numerical data, and has to do with feelings, emotions etc. 
(Dudovskiy, 2018).  

Primary data is collected from first-hand-experience and it cannot be altered 
by human activities (Kabir, 2016). For research that involves survey, it is re-
quired to gather primary data that will be statistically analyzed (Kabir, 2016). 
Therefore, the researcher will use the primary data collection method to collect 
the field data using questionnaire. The primary data collection method was se-
lected for this research because there is no existing data on the research. Though  
 
Table 3. Contributing factors and questionnaire. 

Question Numbers Contributing Factor (s) 

Q.1 - Q.3 
All the ten contributing factors considered in this research,  

responsible for the failure of most small businesses in Liberia. 

Q.4 - Q.6 Poor Business Planning 

Q.7 - Q.9 Inadequate Financing 

Q.10 - Q.12 Lack of Adequate Cash Flow 

Q.13 - Q.15 Management Incompetence 

Q.16 - Q.18 Lack of Entrepreneurial Skills 

Q.19 - Q.21 Inappropriate Location 

Q.22 - Q.24 Lack of Government Support and Empowerment Role 

Q.25 - Q.27 Lack of Employees Satisfaction 

Q.28 - Q.30 Lack of Customer Relations 

Q.31 - Q.33 Ignoring Competition 
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the primary data collection method is good for this research, it is important to 
note that there are some disadvantages of this method. The primary data collec-
tion is expensive and it is also limited to time, number of participants and geo-
graphical location (Bradley, 2013). 

3.6. Sampling 

According to Salkind (2003), population refers to a group of potential partici-
pants to whom you want to generalize the results of the study. The subset of the 
population is called sample, and the process of selecting the sample is called 
sampling (Singh, 2018). The sample size is the number of elements in the sample 
(Singh, 2018). Sampling techniques can be divided into two groups (Singh, 2018; 
Taherdoost, 2016): 
• Probability Sampling or Random Sampling—This group of sampling tech-

niques provides equal chance to every item in the population to be included 
in sample (Singh, 2018). The probability sampling is the best to prevent bias 
sampling, but it is the most expensive due to the time and energy required for 
a given level of sampling error (Singh, 2018). 

• Non-probability Sampling is mainly used for research design that involves case 
study and qualitative research (Taherdoost, 2016). The following sampling 
techniques are under the non-probability sampling category (Taherdoost, 
2016): 

○ Quota sampling 
○ Snowball sampling 
○ Convenience sampling 
○ Purposive or judgmental sampling 

This research will apply the simple random sampling technique, which means 
that the entire population of the research has equal probability of being included 
in the sample (Taherdoost, 2016). The random sampling technique was chosen 
to avoid bias sampling and to a representative sample of the targeted partici-
pants. The research will focus on small Liberian businesses proprietors and stu-
dents studying business management at various Universities within Liberia. 
Business proprietors and business students will be selected at random. The total 
population for this research is approximately 500 participants, but the appropri-
ate sample size for this research is 237 participants. 

3.7. Data Analysis Methods 

Data analysis is the transformation of data collected during a research into 
meaningful information (Bhatia, 2018). According to Perez (2019), “data analy-
sis is the process of evaluating data using logical and analytical reasoning to 
carefully examine each component of the data collected or provided”. Data 
analysis methods can be divided into two main methods. They are, qualitative 
data analysis and quantitative data analysis (Perez, 2019): 
 Qualitative data analysis—refers to the collection of data and information, 

https://doi.org/10.4236/ojbm.2020.84110


A. Dento 
 

 

DOI: 10.4236/ojbm.2020.84110 1789 Open Journal of Business and Management 

 

and their interpretations. Bryman and Bell (2015) emphasize that this type of 
research usually focusses on words rather than quantification in all collection 
and analysis of data. 

 Quantitative data analysis—focuses on the development of conclusion from 
existing data that is proven statistical using quantitative methods (Bryman & 
Bell, 2015). 

 Mixture of qualitative and quantitative analysis—this is a case were the re-
searcher chooses to analyze his/her research data using both qualitative and 
quantitative methods for the same research. 

From Section 3.3, research approach, the suitable research approach for this 
research is the deductive approach (positivism) which involves quantitative 
methodology (Mukherji & Albon, 2014). Therefore, the researcher will use the 
quantitative data analysis method for the analysis of the data that will be col-
lected. Descriptive statistics will be applied as the statistical technique for this 
research. Descriptive statistics was selected because it is used to present quanti-
tative data in a manageable form, and it helps to simplify large data in a sensible 
way (Trochim, 2020). The quantitative data analysis has advantages and disad-
vantages. Quantitative data analysis is cost effective, it provides high representa-
tiveness and the data collected can be easily analyzed statistically (Almeida et al., 
2017). In terms of disadvantages, it is time consuming and doesn’t account for 
changes in emotion or behavior of the participants (Almeida et al., 2017). 

3.8. Reliability and Validity 

Hussey and Hussey (1997: p. 57) define reliability as “the instrument which 
measures the repetition of the research findings”, whereas validity as the extent 
to which research findings accurately represent what is really happening in the 
situation. The difference between reliability and validity are: reliability deals with 
the consistency of the research measurements and validity deals with the accu-
racy of the research measurements (Middleton, 2019). Reliability tells you the 
extent to which the results of a research can be repeated under the same condi-
tion (Middleton, 2019). Validity ensures that the research findings are actually 
what is supposed to be achieved (Middleton, 2019). An example will be the 
medical thermometer. It is reliable to measure the same temperature each time it 
is used, but if it is a degree off the actual calibration, it will not be valid because 
you cannot obtain the correct temperature (Glen, 2016).  

To ensure the reliability and validity of this research, the research question-
naire was formulated in a way that allows the answers of the participants to be 
computed statistically during the analysis of the data and if the research is re-
peated, the same findings can be obtained. The questionnaire also contains 
closed ended questions which ensure that the research findings are actual what 
the researcher was looking to establish. The collection of data was done with care 
and the selected participants were people that are knowledgeable of business 
management and the running of small businesses.  
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3.9. Ethics 

Research ethics is defined as the act of doing what is morally and legally right 
in research (Praveen & Showkat, 2017). Research ethics are the norms required 
to distinguish between right and wrong when conducting a research (Praveen 
& Showkat, 2017). Ethics addresses the difference between the acceptable and 
unacceptable behavior when conducting a research (Resnik, 2015). For exam-
ple, it is not ethical to expose the information provided by the participants to 
another person. Ethics is very vital to every research. It guarantees how par-
ticipants of a research will be treated, and clarify the activities in which we 
should or should not engage the participant (Bryman & Bell, 2015). Ethical ap-
proval was obtained from the supervisor and the head of business department 
at the university before the commencement of data collection. The documents 
submitted for the ethical approval include: consent form, research proposal, 
participant debrief sheet, participant information sheet, risk assessment and 
research questionnaire. 

3.10. Limitations 

The researcher has identified the following limitations associated to this re-
search: 

1) This research will only allow participants from two groups of people, busi-
ness persons and business students. The view of others from different discipline 
might be different from the two groups. Also, the sample size does not allow all 
business persons and business students to partake. The sample will be collected 
at random which might have an impact on the findings. 

2) The conclusions and recommendations from the research are based on 
the research findings which were developed through statistical analysis of the 
data collected and nothing else. There are no relevant secondary data to refer-
ence. 

3) The questionnaire is comprised of close ended questions which prevents 
the participants from providing more information even if they have the ability to 
do so.  

4. Research Findings and Discussion 
4.1. Introduction 

This chapter contains information on the data collection process, the data analy-
sis, the research findings, and how the research findings are related to the litera-
ture review. The data collection started on January 2, 2020 and ended on January 
19, 2020. Data was collected using the designed questionnaire from different 
parts of Liberia, which includes Monrovia, Buchanan and Kakata. The total 
number of participants was 237 out of a target of 250 participants, comprising 
both business students and business persons. The total number of business stu-
dents that participated was 71 and that of business persons was 166. The sum-
mary of the data collection is shown in Table 4. 
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Table 4. Data collection summary. 

SUMMARY OF DATA COLLECTION 

No. Description Comment 

1 Date Data collection period January 2, 2020 to January 19, 2020 

2 Participant Total participant 237 

3 
Category 

Business student 71 

4 Business person 166 

5 
Gender 

Male 157 

6 Female 80 

7 

Age range 

18 yrs - 30 yrs 103 

8 31 yrs - 49 yrs 108 

9 50 years above 26 

4.2. Data Analysis 

From the general analysis of the data collected, the following findings were ob-
tained: 

1) The top five factors responsible for the failure of small businesses in Liberia 
are highlighted in Table 5 (Graph 1). 

2) The top five factors in descending order, from the highest magnitude to the 
lowest are shown in Table 6. 

3) Average of 55% of the participants agree that all the other nine contributing 
factors to the failure of small businesses in Liberia are controllable except for the 
“Lack of government support and empowerment role” which 53% of the partic-
ipant agree to be uncontrollable (as shown in Table 7, Graph 2).  

4) The research findings revealed that most entrepreneurs of small businesses 
in Liberia do not plan properly. They do not forecast or plan ahead, but rather 
depend on sales to run the business. Average of 58% of the participants strongly 
agree to this finding and 52% of the participants accepted that over 75% of small 
businesses in Liberia operate without proper business plan (see Table 8). 

5) The research findings revealed that the failure of many small businesses in 
Liberia is due to lack of proper financial support. Average of 55% of the partici-
pants strongly agree to this finding and 32% of the participants accepted that 
50% - 75% of small business owners in Liberia do not have the consciousness of 
raising capital (see Table 9). 

6) The research findings revealed that most of the entrepreneurs of small 
businesses in Liberia are not knowledgeable of projecting their business cash 
flow. They do not plan their future spending and there is no proper control of 
the business’s cash flow. Average of 47% of the participants strongly agree to this 
finding and 44% of the participants accepted that over 75% of Liberian small 
business owners do not have knowledge to correctly forecast their monthly cash 
flow (see Table 10). 
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Table 5. Contributing factors and selection frequency. 

GENERAL ANALYSIS 

No. Contributing Factors Frequency % of Total Participant 

1 Poor business planning 210 17.7% 

2 Lack of entrepreneurial skills 162 13.7% 

3 Lack of customer relations 156 13.2% 

4 Management Incompetence 135 11.4% 

5 Inadequate financing 108 9.1% 

6 Ignoring competition 101 8.5% 

7 Inappropriate business location 99 8.4% 

8 Lack of adequate cash flow 96 8.1% 

9 Lack of employee’s satisfaction 63 5.3% 

10 Lack of government support and empowerment role 55 4.6% 

 
Total 1185 100% 

 
Table 6. Top five contributing factors average ranking. 

Ranged from highest magnitude to lowest 

No. Contributing Factors Average ranking 

1 Poor business planning 2 

2 Inadequate financing 2.7 

3 Management Incompetence 3.1 

4 Lack of entrepreneurial skills 3.2 

5 Lack of customer relations 3.4 

 
Table 7. Contributing factors control analysis. 

GENERAL ANALYSIS 

No. Contributing Factors Controllable Partially Controllable Uncontrollable 

1 Poor business planning 181 19 24 

2 Lack of entrepreneurial skills 98 38 88 

3 Lack of customer relations 137 38 49 

4 Management Incompetence 110 45 69 

5 Inadequate financing 107 56 61 

6 Ignoring competition 119 38 67 

7 Inappropriate business location 131 39 54 

8 Lack of adequate cash flow 103 41 80 

9 Lack of employee’s satisfaction 116 43 65 

10 
Lack of government  

support and empowerment role 
56 50 118 
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Table 8. Participants response to finding #4. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree Strongly disagree 

4 

Q4 Poor planning 150 68 10 4 5 

Q5 Poor planning/no forecast 125 96 6 4 6 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q6 Poor planning/business operations 123 77 21 16 

 
Table 9. Participants response to finding #5. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

5 

Q7 Improper financial support 103 87 24 16 7 

Q9 Business survival/financing 156 71 6 2 2 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q8 Raising capital/no awareness 77 101 35 24 

 
Table 10. Participants response to finding #6. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

6 

Q10 Entrepreneurs/without cash flow knowledge 104 98 22 10 3 

Q12 Business owners/no cash flow knowledge 119 96 12 6 4 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q11 Cash flow impact/no spending plan 104 95 29 9 

 

 
Graph 1. Contributing factors analysis—Pareto graph. 
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Graph 2. Participants view on control measures. 

 
7) The research findings revealed that the failure of most small businesses in 

Liberia is due to management inadequacy. They lack the experience and exper-
tise to run a business. Average of 47% of the participants strongly agree to this 
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Table 11. Participants response to finding #7. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree  
nor disagree 

Disagree Strongly disagree 

7 

Q13 Management inadequacy 117 94 16 6 4 

Q15 Business inexperience 105 93 24 11 4 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q14 Management inadequacy 102 82 44 9 

 
Table 12. Participants response to finding #8. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

8 

Q16 No entrepreneurial skills 119 101 13 4 0 

Q17 Business future/no entrepreneurial skills 131 91 12 1 2 

Q18 Business management/no entrepreneurial skills 138 85 10 2 2 

 
Table 13. Participants response to finding #9. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree nor 

disagree 
Disagree 

Strongly 
disagree 

9 

Q19 Business location/business failure 134 85 11 7 0 

Q20 Business location/selection criteria 123 95 14 4 1 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q21 Business location/selection choice 88 85 39 25 

 
Table 14. Participants response to finding #10. 

Finding # Question # Main Idea 
Strongly 

agree 
Agree 

Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

10 

Q22 Government/business support 103 89 28 12 5 

Q23 Business failure/lack of government support 141 61 16 16 3 

Q24 Government support/special laws 104 87 22 19 5 

 
businesses in Liberia. The findings also revealed that the failure of small busi-
nesses in Liberia is due to lack of good salary scheme for employees that result in 
major stealing of the business assets. Average of 47% of the participants strongly 
agree to these findings, and 48% of the participants accepted that over 75% of 
small businesses in Liberia lack employee satisfaction (see Table 15). 

12) The research findings revealed that most small businesses in Liberia fail 
due to lack of customer relations as a result of lack of daily contact with custom-
ers, lack special promotions and lack of new features. 46% of the participants 
strongly agree and 49% of the participants agree to this finding. 37% of the par-
ticipants accepted that 50% - 75% of small businesses in Liberia lack customer 
relations (see Table 16). 

https://doi.org/10.4236/ojbm.2020.84110


A. Dento 
 

 

DOI: 10.4236/ojbm.2020.84110 1796 Open Journal of Business and Management 

 

Table 15. Participants response to finding #11. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

11 

Q25 Business failure/hiring of family members 120 93 16 8 0 

Q26 Business failure/poor salary scheme 103 91 23 15 5 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q27 Lack of employee’s satisfaction 113 85 27 12 

 
Table 16. Participants response to finding #12. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

12 

Q28 Business failure/poor customer relations 108 102 16 7 4 

Q29 Business failure/lack of promotion 87 116 25 8 1 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q30 Lack of customer relations 87 99 37 14 

 
13) The research findings revealed that most small businesses in Liberia fail 

because they ignore competition. 49% of the participants agree and 45% of the 
participants strongly agree to the finding. 46% of the participants accepted that 
over 75% of small businesses in Liberia ignore competition (see Table 17). 

4.3. Analysis of Research Findings 

The data collected for this research was analyzed in different segments. This in-
cludes analysis based on the view of the general participants, by category, by 
gender and by age range. The outcome of the various segments of analyses re-
vealed that most of the findings repeated themselves with little deviation in some 
instances. It was also proven by the findings that the ten contributing factors se-
lected for this research are truly responsible for the failure of small businesses in 
Liberia. Below is the summary of the analysis of the research findings: 

1) Poor business planning was identified to be the main contributing factor to 
the failure of small businesses in Liberia for all the different segments of anal-
yses. It was also identified by all the segments of analyses to be the contributing 
factor with the highest magnitude for the failure of small businesses in Liberia 
(see Table 19). 

2) The top five contributing factors identified by the research findings to be 
responsible for the failure of small businesses in Liberia are poor business plan-
ning, management incompetence, lack of customer relations, lack of entrepre-
neurial skills and inadequate financing. They were identified by all segments ex-
cept for the female analysis that selected inappropriate business location as part 
of the top five factors (see Table 18). 

3) Inadequate finance was identified as the contributing factor with the second 
highest magnitude by all the other segments except for the female data analysis 
that selected lack of entrepreneurial skills (see Table 19). 
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Table 17. Participants response to finding #13. 

Finding # Question # Main Idea Strongly agree Agree 
Neither agree 
nor disagree 

Disagree 
Strongly 
disagree 

13 

Q31 Business failure/ignoring competition 86 116 19 13 3 

Q32 Business sustainability/business competition 107 96 17 11 6 

 
 Over 75% 50% - 75% 25% - 49% Less than 25% 

Q33 Business failure/ignoring competition 108 80 36 13 

 
Table 18. Top five contributing factors per segment. 

No. Contributing Factors 

ANALYSIS SEGMENTS—Top Five Contributing Factors 

General 
Business 
Student 

Business 
Person 

Male Female 50 yrs Above 31 yrs - 49 yrs 18 yrs - 30 yrs 

1 Poor business planning Yes Yes Yes Yes Yes Yes Yes Yes 

2 Lack of entrepreneurial skills Yes Yes Yes Yes Yes Yes Yes Yes 

3 Lack of customer relations Yes Yes Yes Yes Yes Yes Yes Yes 

4 Management Incompetence Yes Yes Yes Yes Yes Yes Yes Yes 

5 Inadequate financing Yes Yes Yes Yes No Yes Yes Yes 

6 ignoring competition No No No No No No No No 

7 Inappropriate business location No No No No Yes No No No 

8 Lack of adequate cash flow No No No No No No No No 

9 Lack of employee’s satisfaction No No No No No No No No 

10 
Lack of government support  

and empowerment role 
No No No No No No No No 

 
Table 19. Ranking of contributing factors per segment. 

No. Contributing Factors 

ANALYSIS SEGMENTS—Ranking of Contributing Factors from Highest to Lowest 

General 
Business 
Student 

Business 
Person 

Male Female 50 yrs Above 31 yrs - 49 yrs 18 yrs - 30 yrs 

1 Poor business planning 1st 1st 1st 1st 1st 1st 1st 1st 

2 Lack of entrepreneurial skills 4th 4th 5th 4th 2nd 4th 4th 4th 

3 Lack of customer relations 5th 5th 4th 5th 4th 5th 5th 5th 

4 Management Incompetence 3rd 3rd 3rd 3rd 3rd 3rd 3rd 3rd 

5 Inadequate financing 2nd 2nd 2nd 2nd 
 

2nd 2nd 2nd 

6 Inappropriate business location 
    

5th 
   

 
4) Management incompetence was identified as the contributing factor with 

the third highest magnitude by all the segments (see Table 19). 
5) Lack of entrepreneurial skills was identified as the contributing factor with 

the fourth highest magnitude by all the other segments except for the female da-
ta analysis (as second) and the business person data analysis (as fifth) (see Table 
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19). 
6) Lack of customer relations was identified as the contributing factor with the 

fifth highest magnitude by all the other segments except for business person data 
analysis and the female data analysis (as fourth) (see Table 19). 

7) In all the different segments of analyses, participants accepted that the con-
tributing factors are controllable except for “Lack of government support and 
empowerment role” that the findings revealed to be uncontrollable by all; “Lack 
of entrepreneurial skills” which was accepted by business persons, females and 
participants between the age range of 31 to 49 years old as uncontrollable; and 
“Lack of adequate cash flow” that the findings revealed to be uncontrollable by 
the 50 years above analysis (see Table 20). 

8) The majority of the participants in all the different segments strongly agree 
and agree to all the Likert scale questions. They also accepted over 75% and 50% 
- 75% for all the percentage rating questions. The rest of the other answer op-
tions were selected at minimal frequency which signifies that the participants 
accepted that the factors that were investigated to be responsible for the failure 
of small businesses in Liberia are correct. This can be seen in Tables 8-17. 

4.4. Research Findings and Literature Review 

From the literature review, it was stated that “one of the major reasons for busi-
ness failure is due to poor business planning” (Schaefer, 2019). This was clearly 
demonstrated in the research findings. Poor business planning was identified as 
the main contributing factor to the failure of small businesses in Liberia. The re-
search findings revealed that most proprietors of small businesses in Liberia do 
not plan properly. They depend on sales to run the business and do not forecast  
 

Table 20. Contributing factors control measures findings per segment. 

No. Contributing Factors 

ANALYSIS SEGMENTS 

General 
Business 
Student 

Business 
Person 

Male Female 50 yrs Above 31 yrs - 49 yrs 18 yrs - 30 yrs 

1 Poor business planning C C C C C C C C 

2 Lack of entrepreneurial skills C C UC C UC C UC C 

3 Lack of customer relations C C C C C C C C 

4 Management Incompetence C C C C C C C C 

5 Inadequate financing C C C C C C C C 

6 ignoring competition C C C C C C C C 

7 Inappropriate business location C C C C C C C C 

8 Lack of adequate cash flow C C C C C UC C C 

9 Lack of employees satisfaction C C C C C C C C 

10 
Lack of government support  

and empowerment role 
UC UC UC UC UC UC UC UC 

Key: Controllable = C Partially Controllable = PC Uncontrollable = UC. 
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or plan ahead (Carter, 2019; Burns & Dewhurst, 1996). Poor businesses planning 
prevents the owners or managers of small businesses from assessing the proba-
bility of their product or service failure and what to do to mitigate any problem 
that may arise (Walters, 2019). The research findings identified inadequate fi-
nancing among the top five contributing factors to the failure of small businesses 
in Liberia. The research findings revealed that the failure of most small busi-
nesses in Liberia is due to lack of proper financial support and the unconscious-
ness of raising capital by the owners (Skripak et al., 2016). The choice of inade-
quate financing among the top five contributing factors is a true reflection of the 
actual financial status of most small businesses in Liberia because they don’t 
have the financial power to sustain the business (Doe, 2006). Most people don’t 
have the required funds to start a small business or even the liquid assets re-
quired by banks and other financial institutes to obtain loan for the business 
(Mason, 2020). They use their own cash or the resource belonging to the family 
to start the business (Attard, 2019). When the business starts to operate, they re-
ly on the revenue generated to sustain their family (Petersen & Seidel, 2019).  

Another contributing factor that was identified among the top five in the re-
search findings is management incompetence. The research findings revealed 
that most of the small businesses in Liberia lack staff with the required experi-
ence and expertise to effectively run a business. Small businesses are mostly ini-
tiated by people that don’t have the rightful knowledge to run a business (Adisa 
et al., 2014). Management incompetence influences the performance of the 
business (Adisa et al., 2014). Previous studies have also identified management 
incompetence as a major cause of small business failure (Knotts et al., 2003). 
Management incompetence results in decline in profits, reduction of revenues 
and rising costs (Basu, 2020). Most small businesses fail because their manage-
ment is unable to position their products in a way that it attracts more customers 
and maintain the existing ones. They are also not effective in responding to the 
introduction of new products by their competitors in the market (Basu, 2020). 
This reduces sales and affects the bottom line of the business. Lack of entrepre-
neurial skills was also identified in the top five contributing factors from the re-
search findings. The research findings revealed that most of the owners of small 
businesses in Liberia lack entrepreneurial skills which are very important for the 
ignition and control of small businesses to prevent failure. They are unable to 
create production opportunities and even to apply technological improvement 
by inventing new products, or processes (Timmons & Spinelli, 2007), which will 
give them competitive advantage. Studies have revealed that the growth and op-
erations of small businesses are influence by entrepreneurial skills (Abdul, 2018). 
Entrepreneurial skills are needed by small business proprietors to analyze situa-
tions, opportunities and the environments (Kuratko & Hodgetts, 2008). The 
skills are needed to plan, control and assess the risks and associated rewards of 
the business before taking any action (Kuratko & Hodgetts, 2008). Entrepre-
neurial skills are the most important basic skills that is needed for small busi-
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nesses to be successful (Marivate, 2014). 
Lastly, lack of customer relations was highlighted as one of the top five factors 

that causes small businesses to fail in Liberia. The research findings revealed that 
most small businesses in Liberia fail due to lack of customer relations as a result 
of lack of daily contact with customers, lack special promotions and lack of new 
features. The literature review helps us to understand that the profitability of 
small businesses and the delivery of value to customers is very essential for the 
business to remain in existence (Babu, 2012). If the customers are not comforta-
ble with how their needs have been addressed or they noticed that their requests 
are not been handle politely or in a professional manner, is less likely that the 
customers will continue to buy from you (Francis, 2020). This will have a serious 
negative effect on the bottom line of the business. Lack of customer relations can 
lead to the prevention of getting new customers because of the testimonies given 
to them by the old customers on your poor customer relations (Burch, 2019). 

5. Conclusions and Recommendations 
5.1. Research Outcome and Research Objectives 

This study was conducted to achieve four major objectives. Below are the re-
search outcomes to every objective that was targeted to be achieved during the 
research: 

1) To critically analyze the factors responsible for the failure of small 
businesses in Liberia. 

The research findings identified ten contributing factors responsible for the 
failure of small businesses in Liberia. Out of the ten contributing factors, the top 
five include Poor Business Planning, Lack of Entrepreneurial Skills, Lack of 
Customer Relations, Management Incompetence and Inadequate Financing. 
Poor business planning was identified as the main contributing factor. If the 
proprietors of small businesses don’t forecast or plan ahead, their businesses 
won’t succeed (Carter, 2019). According to the research findings, inadequate fi-
nancing is one of the major problems encountered by small businesses (Skripak 
et al., 2016). If the business does not have a strong and stable financial support it 
will fail (Mehralizadeh & Sajady, 2005). Management incompetence is another 
key factor identified to lead to small business failure. Without management 
competence, businesses will perform poorly (Adisa et al., 2014). Lack of entre-
preneurial skills can prevent the growth of business and impede the ability of the 
business to compete with others (Timmons & Spinelli, 2007; Abdul, 2018). Lack 
of customer relations results in reduction in customers over a period of time be-
cause of dissatisfaction (Francis, 2020). For small businesses to succeed, the rela-
tionship between the customers and the business staff is very essential (Babu, 
2012). 

2) To evaluate the extent to which the factors identified as being respon-
sible for the failure of small businesses in Liberia affects the businesses. 

The research findings revealed the impact of the contributing factors on small 
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businesses in Liberia. This was reflected in the analysis of the participant’s re-
sponses through the questionnaire. Some of the findings of the extent to which 
the contributing factors affect the small businesses were measured in percentages 
while the others express the feelings of the participants. The research findings 
revealed that majority of the participants strongly agree and agree that the ten 
contributing factors identified by the research lead to small business failure in 
Liberia. They also accepted that most of the small businesses in Liberia fail as a 
result of over 75% to 50% of the impact of the ten contributing factors identified 
by the research.  

3) To critically assess whether the factors identified to be responsible for 
the failure of small businesses in Liberia are controllable or uncontrollable. 

It was established that nine out of ten of the contributing factors identified to 
be responsible for the failure of small businesses in Liberia are controllable, ex-
cept for “Lack of government support and empowerment role”. The nine con-
trollable factors are Poor business planning, Lack of entrepreneurial skills, Lack 
of customer relations, Management Incompetence, Inadequate financing, Ig-
noring competition, Inappropriate business location, Lack of adequate cash flow 
and Lack of employee’s satisfaction. 

4) To develop a guideline that will provide possible solution to reduce the 
rate of failure of small businesses in Liberia. 

This objective has to do with the development of recommendations that can 
be applied to reduce the failure rate of small businesses in Liberia. Recommen-
dations are provided to avoid poor business planning and lack of strategic plan-
ning (Zhou, 2017; Gumel, 2017). It is recommended that small business propri-
etors required entrepreneurship skill-sets and guidance from entrepreneurs to 
avoid business failure due to lack of entrepreneurial skills (Cooney, 2012; Dunn, 
2016). It is also recommended that businesses should enforce good customer re-
lation policies and develop an effective communication medium with the cus-
tomers (Sibanda & Ndhlela, 2018; Mbonyane, 2006). To avoid management in-
competence, it is recommended to employ competent managers and implement 
a good training and staff development program (Adisa et al., 2014; Mbonyane, 
2006). Lastly, it is recommended for small business proprietors to forecast the 
correct financial requirement for the business and include it into the business 
plan to avoid business failure due to inadequate financing (Mason, 2020). Other 
recommendations include the acquisition of loan from banks or financial institu-
tions and the proper usage of revenue generated for the business (Mehralizadeh & 
Sajady, 2005; Petersen & Seidel, 2019). 

5.2. Recommendations 

To address the top five contributing factors responsible for the failure of small 
businesses, below are recommendations that can be applied to small businesses 
to ensure long existence, profitability and sustainability: 

1) Poor Business Planning—To avoid the problem of poor business planning, 
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small business proprietors should ensure to conduct accurate business planning 
that permits the develop of a standard business plan that covers all the required 
areas of the business and not incorporating information that are not even related 
to the business for implementation (Zhou, 2017; Schaefer, 2019). They should 
also ensure that strategic planning is applied to the business activities to prevent 
poor business performance (Gumel, 2017). These recommendations are not ex-
pensive or difficult to implement. They are very essential to prevent small busi-
ness failure and they can be implemented in a short period of time. However, if 
the proprietors are not competent to develop a standard business plan, these 
recommendations cannot be implemented correctly.  

2) Lack of Entrepreneurial Skills—For small business proprietors to address 
the issue of lack of entrepreneurial skills, they need to develop inter discipline, 
the ability to take risk, be innovative, be change-oriented and be persistence 
(Cooney, 2012). They also need to improve their communication, leadership and 
negotiation skills and that of their employees (Dunn, 2016). These recommenda-
tions required long term implementation and investment because skill acquiring 
process is time consuming and costly. The short term recommendation is to 
contract, hire or seek the guidance of experience entrepreneurs to help in mak-
ing high level decisions for the business (Dunn, 2016). This might be expensive 
depending on the choice of the proprietor but it is a quick solution and has to be 
implemented to save the business from failing. 

3) Lack of Customer Relations—To solve the problem of lack of customer re-
lations, small business proprietors need to create an effective communication 
medium with the customers to enable them to communicate to the staff of the 
business regularly, so that complains and feedback on products or services can 
be addressed urgently (Mbonyane, 2006; Soliman, 2011). They also need to de-
velop a business culture that rewards best employees for their effective contribu-
tion towards good customer relations (DiScipio, 2017), and develops a good 
customer relations policy and empowers the staff to implement the policy effec-
tively (Sibanda & Ndhlela, 2018). These are short term recommendations, they 
are feasible to be implemented and they are cost effective. These recommenda-
tions are of high priority, but there are challenges to face, especially where you 
have to change the culture of the staff. The long term recommendation is to pro-
vide special promotions, price changes and offer new product features that will 
attract the customers and keep their loyalty to continue doing business with you 
(The Small Business Advisor, 1999; Mbonyane, 2006). This action is costly, 
workable and time consuming. However, it is the action that is needed to sustain 
the relationship of the customers and the business. 

4) Management Incompetence—To prevent management incompetence small 
business proprietors should employ managers with the rightful skills and years 
of experience to take care of their companies, especially in cases where they 
don’t have sufficient knowledge to manage the business (Adisa et al., 2014; 
Mbonyane, 2006). To implement this action is easy, quick and not expensive. It 

https://doi.org/10.4236/ojbm.2020.84110


A. Dento 
 

 

DOI: 10.4236/ojbm.2020.84110 1803 Open Journal of Business and Management 

 

is very crucial for businesses to be managed by people with the correct skills. The 
critical point to consider for this recommendation is the effectiveness of the re-
cruitment process. A long term solution is for proprietors of small businesses to 
ensure that resources are available at all times for the training and development 
of staff (Adisa et al., 2014). This required long term investment in skills devel-
opment of the staff, which is expensive, but it is required to keep the business in 
existence and competitive. 

5) Inadequate Financing—To solve the problem of inadequate financing, 
small business proprietors should not use business generated revenue for 
non-business related activities (Petersen & Seidel, 2019). They should employ 
people with the required qualification and competence to manage the financial 
affairs of the business (Mbonyane, 2006). These recommendations can be im-
plemented within a short period. They are not expensive and they are not diffi-
cult to be implemented. The major challenge to note is the issue of trust. For 
long term recommendations, small business proprietors should acquire loan 
from financial institutions that provide loan for business purpose (Mehralizadeh 
& Sajady, 2005). They can also incorporate shareholders into the business, to 
help with financial support to meet the business needs (Mehralizadeh & Sajady, 
2005). The government and business associations to work with financial institu-
tions within Liberia to develop a reasonable loan scheme with affordable collat-
eral requirements and interest-rate, that enables small businesses to operate, pay 
back the loan and still make profit (Mehralizadeh & Sajady, 2005). These rec-
ommendations are feasible but require a lot of time for negotiation, policy de-
velopment and actual implementation. It is costly because of the interest rate but 
if successful, they can make the business to be sustainable. 

5.3. Suggestions for Further Studies 

There are more opportunities for future research on the failure of small busi-
nesses in Liberia. The outcomes of this research will help in reducing the litera-
ture gap for the failure of small businesses. Below are some areas for future re-
search: 
• Why most small businesses in Liberia don’t have a proper business plan? 
• Why most business persons and business students in Liberia within the age 

range of 50 years above believe that lack of adequate cash flow is uncontrol-
lable for small businesses in Liberia? 

• Why most business persons and business students in Liberia within the age 
range of 31 to 49 years believe that lack of entrepreneurial skills is uncontrol-
lable for small businesses in Liberia? 

• How to create a sustainable and profitable small business in Liberia? 
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Appendices 
Research Questionnaire 

The primary purpose for conducting this research is to fulfill the requirement 
for Master’s in Business Administration (MBA) degree. This research will also 
help to provide information on some of the major causes of the failure of small 
businesses in Liberia and possible solutions to prevent them from failing. The 
data collected from this questionnaire is accepted by the participant to be used 
for this research, and the researcher will ensure that the information provided 
are kept confidentially by protecting the identity of the participant. 

Research Question: Why Most Small Businesses in Liberia Fail 
 

 

 
Date:  
Sex:  Male ( ) Female ( ) 
Category:  Business Person ( ) Business Student ( ) 
Age Range: 18 yrs - 30 yrs ( )  31 yrs - 49 yrs ( ) 50 years above ( ) 
 
Q1. Identify the top five factors responsible for the failure of small businesses 

in Liberia by ticking the box against each factor in the table below. 
 

a. Poor business planning  

b. Inadequate financing  

c. Lack of Adequate cash flow  

d. Management Incompetence  

e. Lack or entrepreneurial skills  

f. Inappropriate business location  

g. Lack of government support and empowerment role  

h. Lack of employees satisfaction  

i. Lack of customer relations  

j. Ignoring competition  

 
Q2. Arrange the top five factors identified in Q1 in descending order (from 

the most significant impact to the lowest)  
 

1.  

2.  

3.  

4.  

5.  
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Q3. Indicate against each contributing factor in the table below whether they 
are (1) controllable, (2) uncontrollable or (3) partially controllable.  
 

a. Poor business planning  

b. Inadequate financing  

c. Lack of Adequate cash flow  

d. Management Incompetence  

e. Lack or entrepreneurial skills  

f. Inappropriate business location  

g. Lack of government support and empowerment role  

h. Lack of employees satisfaction  

i. Lack of customer relations  

j. Ignoring competition  

 
Q4. Most entrepreneurs of small business in Liberia do not plan properly.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q5. Most small businesses in Liberia do not forecast or plan ahead. They de-

pend on sales to run the business.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q6. In your opinion what percentage of small businesses in Liberia operates 

without proper business plan? 
a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
Q7. The failure of many small businesses in Liberia is due to lack of proper 

financial support.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q8. In your opinion what percentage of small business owners do not have 

the consciousness of raising capital? 
a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
Q9. Financing is the lifeline of every business.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q10. Entrepreneurs of most small businesses in Liberia are not knowledgeable 

of projecting the cash flow of their business.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q11. In your opinion what percentage of Liberian small business owners do 

not have the knowledge to correctly forecast their monthly cash flow? 
a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
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Q12. Entrepreneurs of most small businesses in Liberia don’t plan their future 
spending. There is no proper control of the business cash flow. 

Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 
disagree ( ) 

Q13. The failure of many small businesses in Liberia is due to management 
Inadequacy.     

Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 
disagree ( ) 

Q14. In your opinion what percentage of small businesses in Liberia has the 
issue of management inadequacy?  

a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
Q15. Most of the management of small businesses in Liberia lacks the experi-

ence and expertise to run the business.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q16. The owners of most small businesses in Liberia lacks entrepreneur skills. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q17. Business owners need entrepreneur skills to see the future. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q18. Entrepreneur skills are very important for the initiation and control of 

small businesses to prevent failure. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q19. The location of small businesses plays a very important role in terms of 

the success or failure of the business.  
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q20. Some of the key factors to select an appropriate location for a small 

business is the buyer population and the amount of competitors. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q21. In your opinion what percentage of small Liberian businesses select lo-

cation based on the closeness to their resident or due to low rent? 
a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
Q22. It is the responsibility of the government to support and protect small 

businesses to grow by creating an enabling economic environment. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q23. Most small businesses in Liberia fail because of lack of government 

support and empowerment. This includes lack of good road network, electricity, 
transportation and payment of high government taxes. 
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Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 
disagree ( ) 

Q24. Most small businesses in Liberia fail due to lack of implementation of 
special laws by the government that will give small domestic businesses leverage 
over foreign businesses. 

Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 
disagree ( ) 

Q25. One of the main reasons for the failure of small businesses in Liberia is 
the hiring of family members that lack the necessary business skills. 

Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 
disagree ( ) 

Q26. Lack of good salary scheme for employees of small businesses is a con-
tributing factor to the failure of small businesses in Liberia. This result into ma-
jor stealing of business assets. 

Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 
disagree ( ) 

Q27. In your opinion what percentage of small businesses lack employee sat-
isfaction? 

a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
Q28. Most small businesses in Liberia fail due to lack of customer relations. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q29. Most small businesses in Liberia lack daily contact with customers, lack 

special promotions, and lack of new features. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q30. In your opinion what percentage of small businesses lack customer rela-

tions? 
a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
Q31. Most small businesses in Liberia fail because they ignore competition. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q32. It is very vital to focus on your competitor as an entrepreneur to sustain 

your business. 
Strongly agree ( ) Agree ( ) Neither agree nor disagree ( ) Disagree ( ) Strongly 

disagree ( ) 
Q33. In your opinion what percentage of small businesses in Liberia ignore 

competition? 
a. Over 75%  b. 50% - 75%  c. 25% - 49%  d. less than 25% 
 

 

https://doi.org/10.4236/ojbm.2020.84110

	Why Do Most Small Businesses in Liberia Fail
	Abstract
	Keywords
	1. Introduction
	1.1. Background of the Study
	1.2. Problem Statement
	1.3. Research Question and Objectives
	1.4. Importance of Research Outcome

	2. Literature Review
	2.1. Introduction 
	2.2. Definition of Small Business 
	2.3. Theoretical Framework of the Research
	2.4. Factors Responsible for the Failure of Small Businesses
	2.4.1. Poor Business Planning
	2.4.2. Inadequate Financing
	2.4.3. Lack of Adequate Cash Flow
	2.4.4. Management Incompetence
	2.4.5. Lack of Entrepreneurial Skills
	2.4.6. Inappropriate Location
	2.4.7. Lack of Government Support and Empowerment Role
	2.4.8. Lack of Employee’s Satisfaction
	2.4.9. Lack of Customer Relations
	2.4.10. Ignoring Competition

	2.5. Conceptual Framework of the Study

	3. Research Methodology
	3.1. Research Philosophy
	3.2. Research Approach
	3.3. Research Design
	3.4. Research Strategy
	3.5. Data Collection Methods
	3.6. Sampling
	3.7. Data Analysis Methods
	3.8. Reliability and Validity
	3.9. Ethics
	3.10. Limitations

	4. Research Findings and Discussion
	4.1. Introduction
	4.2. Data Analysis
	4.3. Analysis of Research Findings
	4.4. Research Findings and Literature Review

	5. Conclusions and Recommendations
	5.1. Research Outcome and Research Objectives
	5.2. Recommendations
	5.3. Suggestions for Further Studies

	Acknowledgements
	Conflicts of Interest
	References
	Appendices
	Research Questionnaire


