FOSTERING GROWTH: HOW MERGER REGULATION CAN EMPOWER SME
DEVELOPMENT IN ZIMBABWE

1. Introduction

Small and Medium-sized Enterprises (SMEs) are the lifeblood of the Zimbabwean economy,
contributing significantly to job creation, innovation and economic diversification. Their
dynamism and agility are crucial for sustainable growth. However, the landscape in which they
operate is often shaped by the conduct of larger players, particularly in the context of mergers
and acquisitions (M&As). Effective merger regulation can be a powerful enabler for SME
development, ensuring a level playing field and fostering a competitive environment where
these smaller enterprises can thrive. In Zimbabwe, the legislative framework governing M&As
is enshrined in the Competition Act/Chapter 14:28] under the administration of the
Competition & Tariff Commission (CTC). While often perceived as a mechanism to control
the power of large corporations, a well-functioning merger regulation system holds significant

benefits for the growth and sustainability of SMEs.

2. The Double-Edged Sword of Mergers and Acquisitions

M&As are a natural part of market dynamics. They can lead to efficiencies, economies of scale,
and the introduction of new technologies. However, unchecked consolidations can also lead to
the creation or strengthening of dominant market positions which can have detrimental effects

on SMEs in several ways: -

2.1. Increased Barriers to Entry: Mergers that create large, powerful entities can raise
barriers to entry for new and smaller businesses. These dominant players may leverage
their size to control essential inputs, distribution channels, or access to finance, making

it difficult for SMEs to compete effectively.

2.2. Predatory Pricing and Unfair Competition: Dominant firms, emboldened by a lack
of effective competition, might engage in predatory pricing strategies or other unfair

practices that SMEs, with their limited resources, cannot withstand.

2.3. Reduced Access to Markets: Vertical mergers can sometimes lead to the foreclosure
of markets for SMEs. For instance, a large retailer acquiring a key supplier might

restrict access for smaller competing suppliers.



2.4. Suppressed Innovation: A lack of competitive pressure resulting from market
concentration can stifle innovation, as dominant firms may have less incentive to
improve products or processes. This can disadvantage SMEs that rely on innovation to

carve out their niche.

3. The Intricate Relationship Between Merger Control and SME Development

A proactive and impartial enforcement of merger regulation acts as a shield for SMEs, ensuring
a fair and competitive market environment. Rigorous scrutiny of proposed mergers by the CTC
can prevent the creation of dominant entities that could harm competition and disadvantage
SMEs. By assessing the potential impact of mergers on market structure, barriers to entry, and
the competitive landscape, the CTC can block or impose conditions on mergers that are likely
to substantially lessen competition. The relationship between merger control and SME

development is multifaceted as explained below.

3.1. Protecting Market Access and Fair Competition
Merger control acts as a safeguard, preventing larger entities from creating market structures
that hinder SME participation. By preventing monopolies or dominant firms from engaging in
anti-competitive practices, it ensures that SMEs have a fair chance to compete on the merits of
their products or services. This is particularly important in sectors critical to SME growth, such

as agriculture, manufacturing and retail.

3.2. Fostering Innovation and Dynamism
SMEs are often a source of innovation, bringing new ideas and business models to the market.
Merger control can help preserve this dynamism by preventing larger firms from acquiring
innovative SMEs simply to eliminate them as competitors. A competitive market, supported by
effective merger control, encourages SMEs to continue innovating, cognizant of the fact that

they have a fair chance to succeed.

3.3. Promoting Inclusive Growth
SMEs play a vital role in creating employment opportunities and driving inclusive economic
growth. Merger control contributes to this by ensuring that markets remain open and
competitive, allowing SMEs to grow and create jobs. This is particularly important in a
developing economy like Zimbabwe, where SMEs are crucial for poverty reduction and

economic empowerment.



4. Conclusion

Merger regulation is not merely a tool for controlling formation of and conduct of large
corporations; it is a vital instrument for fostering a fair and competitive environment where
SMEs can flourish. In Zimbabwe, CTC is mandated to review M&As to ensure that they do
not harm competition. By safeguarding a level playing field, merger regulation creates an
environment where SMEs can compete, grow, and contribute to the economy. By preventing
anti-competitive mergers, CTC plays a pivotal role in levelling the playing field, promoting
market access, and ultimately contributing to the sustainable growth and development of
Zimbabwe's dynamic SME sector. A strong and effectively enforced competition regime is not

just about regulating the powerful; it's about empowering the many.



